
The European Union’s Emissions Trading System (EU ETS) is aimed at 
reducing the amount of Carbon being produced by reducing the 
number of available certificates each year, with a target of a 21% 
reduction as of 2020.  

Carbon prices have seen increased volatility in recent months as 
longer-term traders enter the market in order to capitalise on pricing 
that, theoretically, will only be increasing as supply in the market 
reduces. This is also being compounded as we approach the end of the 
year when the number of certificates available will be reduced. 

These bullish (upward) factors have been somewhat mitigated by 
reduced demand caused by Covid-19 lockdowns, however, as 
lockdowns ease and demand comes back online prices could see 
further increases.   

August saw bullish (upward) movement for 
both Gas and Electric with year ahead 
wholesale prices finishing 20% and 13% 
respectively above their opening price. 

The month started with an undersupplied 
gas system putting upward pressure on 
prices, this was coupled with increased 
demand as cooler temperatures arrived in 
the UK. Markets were also affected by a 
bullish oil price as industry demand 
increased faster than expected. 

Markets continued to climb before a spike on 
the 10th August saw electricity prices 
increase sharply. This was caused by fears of 

French Nuclear stations shutting down as a 
prolonged heatwave affected cooling. 
However, this was short lived as weather 
patterns changed and concerns subsided.  

Prices remained stable before beginning to 
climb again on the 14th August as 
maintenance delayed by Covid-19 could 
take place, putting upward pressure on 
prices as several Norwegian facilities saw 
reduced output. The market was also 
affected by an increasing oil price as 
demand in China increased. 

Following a softening of prices around the 
20th August caused by high renewal output 

following storm Ellen, prices again began to 
climb towards the end of the month.  

Increases in oil as storms off the coast of the 
US forced oil facilities to close put upward 
pressure on prices, fueling bullish sentiments 
in gas and electric markets. 

August ended with further increases as a short 
gas system and a bullish wider commodities 
market impacted pricing. This was in spite of 
the UK receiving 8 LNG (Liquified Natural Gas) 
cargoes in August, 6 more than last year.  
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If you have any questions about the content of this report, contact our 
Energy Procurement team on 01707 299 100. 




