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Overall, oil prices rose throughout the month as the continued 
global Covid-19 vaccine rollout and easing of restrictions increases 
the optimism for oil demand recovery.  

The higher oil prices are being propped up by a continued 
restriction on the supply of oil by the Organisation of Petroleum 
Exporting Countries (OPEC) members which has been in place 
since the heart of the pandemic. On the 9th it was announced that 
the Biden administration were unlikely to lift sanctions on Iranian 
oil, meaning that there was not going to be a flooding of supply 
into the market.  

On the 14th it was reported that vehicle traffic in North America 
and Europe has returned to pre pandemic levels. This high demand 
coupled with low US crude oil inventories was the driver of bullish 
(upwards) pricing in the middle of the month. 

China and India reduced their crude oil import quotas in the hope of 
reducing emissions leading to a bearish (downward) end to the 
month for the oil market. 

The first week of June saw a long-awaited rise 
in temperature, finally breaking above seasonal 
averages, allowing gas storage injections 
to get underway in the UK. UK gas storage 
began the month at 8%, well below the 5-year 
average of 36%. 

On the 16th temperatures fell back below the 
seasonal average, putting the brakes on the 
already delayed injection season once again. 
The returning increase in demand, combined 
with low renewable generation, led to bullish 
(upwards) prices again as the power system 
became more dependent on gas for 
generation. 

Withdrawals from gas storage started again 
and continued for the final two weeks of the 
month. This caused UK gas storage to fall 
from 29% on the 16th back down to 15% on 
the 30th. 

With construction of the first of the two 
Nord Stream 2 pipelines completed, the 
project seems to be making steady progress. 
However, the first gas flows to Europe still 
seem to be a way off whilst political 
opposition to the project is navigated, 
despite the US softening their position by 
removing sanctions on German contractors. 

 For the third successive capacity auction in 
recent months, Gazprom have declined to book 
additional gas volume for transit to Europe, 
on the 29th. Market commentators claim this 
is being motivated by the desire to push the 
Nord Stream 2 project towards its completion 
and increase its necessity. 

The month ended with strong bullish 
(upwards) activity as more attractive bids from 
Asia for Liquified Natural Gas (LNG) vessels 
restricted arrivals to the UK and Europe. In 
addition, carbon prices remain at record highs, 
driven by increasing pressure on governments 
to meet climate change targets. 

Brent Crude Oil 

Year Ahead Wholesale Gas and Electricity Price

68

69

70

71

72

73

74

75

76

77

01/Jun 05/Jun 09/Jun 13/Jun 17/Jun 21/Jun 25/Jun 29/Jun

Brent  Crude Oil 
($/barrel)

If you have any questions about the content of this report, 
contact our Energy Procurement team on 01707 299 100. 




