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December began with a new highly transmissible variant of 
Coronavirus discovered in South Africa (Omicron). Immediately 
restrictions on travel from affected countries were introduced, but 
despite these measures Omicron cases spread quickly worldwide. 
Oil prices weakened to below $70/barrel as fears grew of the re-
introduction of global lockdowns which would restrict the demand 
for oil. 

However, early data coming out of South Africa on the Omicron 
variant appeared to show it was less severe than the previous 
Delta variant. This helped to support pricing as lockdown fears 
began to subside. 

As the month progressed Coronavirus cases worldwide continued 
to grow. On the 22nd of December the UK reported over 100,000 
daily coronavirus cases for the first time since the pandemic 
began. Despite this the UK Government announced that no further 
restrictions would be introduced in December. The Oil market 
responded positively to this global sentiment and prices began to 
rise again towards the end of the month. 

December started with relatively low volatility 
despite the Nord Stream 2 certification 
process remaining suspended and looking 
increasingly unlikely to come to the rescue of 
low Winter 2021 European gas storage.  

However, European carbon prices then 
reached new highs of over €80/tonne, driving 
up power prices. Markets then continued to 
climb further into week two and three as a 
result of safety concerns around two of EDF’s 
French nuclear plants, which were taken 
offline for assessment. 

On the 21st a cold snap in Russia and Eastern 
Europe saw temperatures in Moscow fall as 
low as -20°C.  

Russian flows into Europe were suddenly 
halted while Russia boosted its own domestic 
gas supply and increased eastern flows into 
Poland instead. 

Energy pricing reached its peak on the 22nd, at 
record highs, with January 2022 power 
contracts breaking above an eye watering 
£600/MWh.  

Towards the end of the month this was then 
countered by prices for Liquid Natural Gas in 
the European market, over Asia, becoming 
more attractive for shipments to unload. This 
helped ease short-term supply concerns by 
reducing the need for stocks to be used. 

Throughout December Russian troops 
continued to build up on the Ukrainian border, 
furthering political friction between Russia and 
Europe and creating more uncertainty around 
the Nord Stream 2 gas pipeline. On the 23rd 
Russia announced a ceasefire with the Ukraine 
for the holiday period.  

Wind generation over the holiday period 
accounted for as much as 50% of the UK’s 
generation, easing the demand for gas for 
power generation. This coincided with above 
seasonal average temperatures, which aided 
the bearish (downwards) end to the month for 
gas and power as prices returned to a similar 
level to the start of the month. 
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If you have any questions about the content of this report,  
contact our Energy Procurement team on 01707 299 100. 


