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Gas and electricity prices traded within a narrow range over the course of May as markets lacked any clear
direction amid ever changing events over in the Middle East. Gas prices lost slight value over the course of
the month whereas electricity prices saw relatively small increases.

Energy markets were rather subdued over the course of the month and seemed to take a ‘wait and see’
approach a lot of the time as the ongoing war over in the Middle East continued to take centre stage for
market participants. Markets have been particularly headline driven since the war began and of course with
the war still ongoing and with the Strait of Hormuz still effectively closed, prices will inevitably be supported
somewhat. However, over the course of the month peace negotiations have been ongoing and the prospects
of a resolution have improved at times hence why prices have traded relatively rangebound.

Prices peaked on 19th May due to escalations between US and Iran with Trump issuing a two-to-three-day
ultimatum for Iran to agree to a peace deal and stating that he is ready to deliver another ‘big hit’ if Iran did
not come back to the negotiation table. Prices were also supported by ongoing Norwegian maintenance with
the Asgard field announcing a compressor failure. Norwegian flows are critical at the moment due to the lack
of LNG coming to Europe on the back of the Strait of Hormuz closure. As a reminder, a fifth of global LNG and
oil supply transits through the Strait meaning there is a real lack of spot LNG cargoes available at the moment,
and this comes at a time when Asian demand for LNG is increasing due to higher temperatures.

UK/EU storage is still well below where it needs to be for the time of year, and this will have also propped
prices up over the course of May. Injection season is very much upon us in preparation for the coming winter;
however, the rate of injection is relatively slow compared to recent years. This is due to the lack of LNG
coming to UK/EU shores as well as reduced Russian volumes due to the planned phase out stemming from
Russia’s war on Ukraine. At the time of writing, reports suggest aggregated storage levels are at 42.79%
fullness, which is 8.61% below last year's levels and 18.38% below the 5-year average. Heavy storage injection
will be needed over the summer for us to get to a suitable level ready for this winter, further propping prices
up alongside other bullish drivers already noted above.
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