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Short Term: Volatile
With the Brexit deadline at the end of the year, a national
vaccination campaign to begin against Covid-19 and changing
weather forecasts, it is anticipated to be a volatile few weeks in
the markets.

Long Term: Bullish
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The second national lockdown is over and the roll out of the
pfizer vaccine approved, demand recovery and stronger
economic data is expected at a gradual pace, to help push up
prices.
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Bitesize Snapshot
Oil prices up 25% ↑
OPEC + Production cut in place ↑
Strike action ongoing in Norwegian facilities ↑
Colder temperatures and low renewable output ↑
Brexit no deal grows in likelihood ↑
Vaccine breakthroughs and roll out ↑
Global economic slowdown ↓
LNG schedule picks up ↓
Second national lockdown was imposed ↓

Gas 5.3%
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Power 7.3%
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Price Change from other commodities
Commodity
Brent Oil
EUA Carbon Dec 20
Coal 2020
Pound/Euro Cross rate

Value 02/11

Value 30/11

$37.82

$47.59

+26.7%

€23.71

€29.14

+22.9%

$54.51

$61.55

+12.9%

£1.11
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Review of market movements over November
Gas and Power prices have both seen strong price rises over November,
with gas prices up 5.3% and power prices even more so, up 7.3%.

Key Drivers
Vaccine breakthrough to combat Covid-19
There were a number of positive breakthroughs and announcements of
preliminary results over November suggesting several vaccines in
development would be effective in protecting against Covid-19. None more
so than the first announcement on the 9th November by Pfizer and
BioTech, with results indicating a 90% effectiveness. The MHRA in the UK
have since given temporary approval. Both these key events boosted the
markets, with renewed optimism of economic recovery.

November 2020

Brent oil sees 25% value increase over November
The value of oil rose by over $10 from the start of November till the end,
enjoying a very strong month of trading. Helped by the vaccination
breakthroughs, but also from Joe Biden's election victory and OPEC+
extending production cuts. All wider fuels have a sentimental link and in
turn has helped push UK gas and power prices upwards.
Brexit future still unclear
A number of key talks with the UK and the EU over November have still be
unable to resolve key deal breakers, with fishery policies one of the sticking
points. As we enter the last month before the 31st December deadline, it is
very unclear what way the outcome will swing. The uncertainty makes the
markets more cautious, with prices pushed higher in response.
UK endures second national lockdown over November
One of the few bearish factors this month, but certainly siginficant was the
imposed second national lockdown across England, which the government
tried its best to avoid, but ran out of options. This factor did keep prices
suppressed at the beginning of the month, with some concern mid month it
may be extended, beyond the 2nd December cut off. However the
effectiveness of the lockdown was becoming clear towards the end of the
month, and with adamant noises from Westminster, it became clear
England would re enter it's tiered system approach.
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Graphs
Graph 1: Wholesale 12-month forward gas prices for November

Graph 2: Wholesale 12-month forward power prices for November

Outlook

Prediction and key events for the month ahead
Outcome of Brexit
Four and a half years since the referendum, and several extensions to the deadline, one of
the longest political negotiations will come to an end either way by the 31st December.
The final decision will shape the future for generations to come and will certainly have
both an immediate and long term impact on energy prices.

Success of initial vaccine roll out
The first batch of vaccinations begin on the 8th December, with the very most vulnerable
and care workers first in line. It is estimated the UK has 800,000 doses ready to go with
more arriving before the end of the year. Bearing in mind two doses of the Pfizer vaccine
are required 21 days or so apart before it offers true protection, the real impact may not
be seen till January, but how well it performs and how many vaccinations the UK can
conduct this month will be key to how quickly social distancing measures can be relaxed,
and the economy allowed to recover.

Graph 3: Wholesale gas prices from 2013 to date

Recommendation
December is anticipated to be fairly volatile time in the markets with key events
taking place. If you are looking to secure any contracts in December, timing may be
more paramount than before, but the opportunity to take advantage of any dips in
prices is there. It is our recommendation to frequently review prices and move fast
on any opportunities that present themselves if you are to be active this month.

The report is based on our educated opinion taken from publicly available data. This is not a
guarantee on future price movements, market prices can go up or down unexpectedly

