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Oil prices traded with high levels of volatility across the month. 

The first week of May saw a cyber-attack on the US Colonial 
Pipeline, which carries 45% of the US East Coast’s diesel, petrol and 
jet fuel. This reduction in supply put upward pressure on the Oil 
market. On the 7th of May, a $4.4 million ransom was paid to the 
criminal gang which were behind the cyber attack and the Colonial 
Pipeline was back up and running later that day. 

Nuclear talks between Iran and the US took place this month. This 
could lead to the easing of US sanctions on Iranian oil exports. The 
expected supply increase had a bearish (downwards) effect on the 
market from the 19th of May. 

OPEC+ have begun the gradual easing of oil production curbs that 
were introduced at the heart of the pandemic when the oil price had 
collapsed. 

The month ended with strong economic data coming out of China 
and the US which suggests strong increases in demand for later in 
2021, this has driven the oil price upwards throughout the final 
week of May.  

May began with energy  prices  continuing  to
gradually rise due to the prolonged period   of 
below average seasonal temperatures. 

As a result, UK gas storage depleted to just 
3% in the first week of May, contri buting to 
bullish (upward) prices. European gas 
storage had also fallen to below 30%, a five-
year average low. The cooler temperatures 
have also delayed the start of the gas storage 
injection season, applying upward pressure 
to the Winter 21 gas price. 

Additionally, record-breaking EU carbon 
prices have been driving the upturn as the

global Net Zero sentiment focus  sharpens.
56  €/tonne was reached on the 13th  May,  up
75% from the start of the year. Carbon 
allowances are reducing to meet tightening 
climate targets, thus supporting prices. 

May 19th saw prices fall as the Biden 
administration softened their opposition to 
the new Nord Stream 2 gas pipeline project. 
The US decided against sanctioning the 
company leading the project in order to 
protect US-German relations. The downturn 
was aided by warmer forecasted 
temperatures for the end of May, into June.

On the 24th of May Gazprom chose not to 
book additional gas capacity for June   leading
to supply concerns and bullish (upwards) 
prices. Commentators claim Gazprom are 
withholding this supply to validate the Nord 
Stream 2 project. The project will transport 
natural gas into Western Europe, in order to 
enhance supply and strengthen the system. 

4 LNG (Liquefied Natural Gas) vessels arriving 
at the end of the month coincided with the 
long-awaited upturn in temperatures, helping 
to put some downward pressure on energy 
prices.  
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If you have any questions about the content of this report, 
contact our Energy Procurement team on 01707 299 100. 




