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Summary

The December 21, Summer 22 and Winter 22 baseload contracts gained by £39.26/MWh, £6.38/MWh and £6.66/MWh respectively from the previous weeks close. Higher gas prices and an all-time high carbon market
provided further strength across the curve. The week started with an EDF Energy announcing a strike, taking 2.1GW capacity offline for a day. Reliance on gas-fired generation remain high at 43% whereas renewable
averaged 34% over the week which support the prompt market especially as wind output and temperatures were forecast lower. In addition, an IFA 2 outage was initially due to last from 16th-17th November, however
it did not return until Friday. Furthermore, the North-Sea link saw a remit advising flow would remain at 700MW until at least the 5th December instead of increased capacity to around 1GW. Nuclear maintenance is also
scheduled to rise in January, seeing supply margins tighten in one of the coldest months which may add support to price. The key driver for the moment is Russian gas flows and in particular Nord Stream 2 as
additional gas could help fill storages ahead of the Summer, reducing the need for heavy injections again. The December 21 EUA gained €6.09/tonne over the week, settling at €69.36/tonne. The December 21 UKA
gained £6.46/tonne over the week, settling at £63.44/tonne. Both contracts increased due to bullish fundamentals in the gas market compounded by low wind and temperature forecasts which raised the prospect of
coal-fired generation and the greater need for carbon permits proven by a strong UK auction clearing at £59/tonne. Rising Covid- cases may cap further upside however bullish sentiment spurred on by U.N Climate
Change Conference, rising fuel prices and gas supply fears remain supportive.
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Summary

The December 21, Summer 22 and Winter 22 NBP contracts gained by 25.46p/therm, 4.54p/therm and 4.60p/therm respectively from the previous weeks close. The market was supported by the suspension of the
Nord Stream 2 application as the regulator demands a German subsidiary before it can be approved. Nord Stream 2 has agreed to set up a German subsidiary to secure an operating license. The certification
procedure will remain suspended until the main assets and human resources have been transferred to the subsidiary. The current 4-month process with a deadline of 8thJanuary is in effect paused and will only
resume once conditions have been met. Russia not booking any additional capacity for December through Ukraine via Mallow exacerbates the situation with EU gas storages reducing to 73% capacity. A colder spell
for the remainder of the month seems quite likely with temperatures fluctuating between 4°C - 6°C below seasonal normal that will drive heating demand. The UK is expecting 9 LNG cargoes by the 6th December as
demand for LNG continues to rise from a bullish fundamental outlook across Europe. The January 22 Brent contract posted a loss of $3.28/bbl over the week, settling at $78.89/bbl. Strength in the U.S dollar to 16-
month highs and speculation that the U.S might release oil from the Strategic Petroleum Reserve added down pressure to prices. Although this would be a short-term fix for rising oil prices, the news nonetheless
brings back into focus inflationary pressures faced by major economies around the world. The IEA also warned that high price levels will see U.S. oil production rising again in 2022. In addition, OPEC+, who are set to
met on the 2nd December, cut its world oil demand forecast for the fourth quarter by 330,000bpd from last month's forecast. COVID-19 cases also continue to be a point of concern, with several countries in Asia and
Europe not seeing a let-up in caseload figures despite high vaccination numbers and some tightening lockdown restrictions further. These bearish factors overshadowed any upside from EIA data showing a drawdown
of 2.IMB in U.S crude stocks.
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