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UK Wholesale Energy Prices
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Electricity and gas prices increased substantially over the first few weeks of July; however the bull run did run
out of steam on the 27th which led to a couple of days of bearish pressure and prices then traded relatively
rangebound as the month came to a close. The front season gas contract (Winter 26) rose by a whopping
36.55p/th from start to finish, equivalent to 1.25p/kwh.

Prices continue to be primarily driven by ongoing conflicts in the Middle East. This means that the critical
waterway that transits roughly 20% of global oil and LNG, the Strait of Hormuz, remains effectively closed.
Both Iran and US have been at the negotiation table discussing ways of ending the unrest but each time
diplomatic efforts seem to fail meaning the market is becoming increasingly nervous that the end does not
seem to be in sight. The US and Iran exchanged conflicts for 13 consecutive nights which was a huge reason
for the bullish momentum that we saw over most of July.

Prices have also found significant support from the ongoing heatwaves experienced across Europe. This has
led to a substantial increase in demand for cooling across the continent, reduced French nuclear and hydro
generation and has meant that the UK has had to pay extremely high prices to import sufficient power supply
to meet the higher demand.

UK/EU gas storage also continues to be a firm bullish driver for wholesale prices as the level of fullness is not
where it needs to be for the time of year as we edge closer to Winter 26. On the 315t July it was reported that
fullness was at 56.39%, tracking 11.55% below last year’'s levels and 16.09% below the 5-year average. It's
anticipated that at current injection rates we could enter winter at just 71.07% storage fullness leaving us
vulnerable to potential cold snaps at a time when vital LNG cargoes are not easy to come by.

Sticking with LNG, the picture in Europe is looking rather bleak following reports that Egypt imported a record
1.3mt of the super chilled fuel in June 2026. This was due to US cargoes diverting from European destinations
and instead heading towards Egypt to capitalise on premium priced deals. Egypt is also looking to receive 15-
18 cargoes each month for the next 3 years adding further tightness to an already struggling LNG picture for
Europe. Europe are also losing out on LNG cargoes that are favouring the Asian markets in order to once again
capitalise on higher prices for the sought-after fuel, meaning any substantial decline in UK/EU energy prices
seems rather unlikely at the moment as prices need to remain high enough in order to attract LNG to our
shores.

Sam Lowe, Portfolio Manager @ CUB (UK) Ltd



