
 

Oil prices began the month bearishly following poor US economic 
data and optimism over the Red Sea situation easing.  Prices rose 
on the 5th following political disruptions to Libya’s largest oil field. 
Additionally, rumours of an interest rate cut in the US and EU 
increased demand sentiment. 

Prices fell momentarily on the 11th following US crude inventory 
data showing a 1.3 million barrel gain on the previous week, 
contrary to investors' expectations of a 700,000 barrel withdrawal 
highlighting weak demand in the economy; however, continued 
fears and tensions in the Middle East saw bullish sentiment raise 
prices following the UK and US’ attacks on Houthi militants. 
Volatility remained for most of the month with continuing conflict, 
but poor Chinese economic data raised concerns over demand, 
as did growing inflation in the UK and EU. The US dollar also 
strengthened during this period, making oil more expensive for 
non-US dollar currency holders and reducing demand, thus 
increasing bearish sentiment. 

Prices followed a mainly bullish trend at the end of the month 
rising significantly from the 25th as data revealed that US crude 
reserves fell significantly by around 9.2 million barrels, compared 
to a projected 2.2 million due to colder weather freezing several 
oil wells, resulting in lower crude oil output. 

Despite energy prices initially falling due to 
high storage levels and ample gas flows, 
bullish (upward trending) pressures entered 
the market as temperatures were forecasted 
to dip below seasonal norms until mid-January 
increasing heating demand in the UK and EU. 
Furthermore, rising tensions in the Middle East 
increased bullish sentiment with Houthi 
militants attacking ships in the areas 
surrounding the Red Sea. 

Despite freezing conditions, the EU’s storage 
remained over 85%, and with Norwegian gas 
flows above five-year norms and no outages in 
any gas fields, confidence in the EU’s ability to 
withstand the cold season grew thus 
introducing sustained bearish (downward 
trending) sentiment from the 8th.   

Although pricing increased momentarily on 
the 10th due to another attack by Houthi 
rebels, they quickly reverted as investors 
believed that gas storage and flows were 
enough to carry us through the cold spells 
comfortably. With multiple LNG (Liquified 
Natural Gas) cargoes enroute to the UK and 
EU, analysts estimated that Europe will end 
winter with 51% storage. 

Prices hit a six-month low on the 22nd as 
milder weather and increased wind-power 
generation were forecasted. As 
temperatures recovered and wind 
generation increased, gas demand for 
heating and power generation fell, 
exacerbating the bearish trend witnessed in 
the market during the previous weeks. 

The end of the month saw prices more volatile 
as they rose on the 23rd following tensions 
escalating in the Middle East as the UK and US 
launched additional attacks on Houthi 
militants; however low demand and strong 
weather fundamentals prevented the rise being 
significant.  

Prices fell again due to strong bearish 
fundamentals before slightly rising at the end 
of the month following news that one of Texas 
Freeport’s LNG trains would undergo a month-
long outage due to technical issues that 
occurred during the previous week's Artic 
freeze. There will be a significant amount of 
LNG held back since each train has the capacity 
to produce about 0.7 billion cubic feet of LNG 
daily. 
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