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Annual gas prices 

 

In May, near-term wholesale gas prices declined – most 
evident across the day-ahead and front-month contracts. 
However, further out on the forward curve we observed 
seasonal contracts from winter 23 to winter 24 increase, a 
likely response to the continuation of risk premiums being 
baked into future gas delivery, with on-going uncertainty 
surrounding the future of Russian gas supply.  

On average, seasonal gas contracts from winter 22 to 
winter 24 were 3.7% higher in May than in the previous 
month. The majority of these seasonal contracts 
continued to climb as the month matured too. 

If we look closer at near-term gas prices across May, 
there were some evident bearish factors which brought 
down pricing levels. Firstly, warmer weather trends 
continued into May from what was already a warm April 
against seasonal averages, suppressing heating demand 
in-turn. Similarly, the UK saw an increased volume of LNG 
cargoes reach GB terminals in the month, subsequently 
raising domestic LNG send-out and softening the supply 
demand balance in the short-term. 

In support of these bearish movements, the day-ahead 
gas contract fell 47.8% lower in May – to average 
98.67p/th. Similarly, both front month contracts were down 
an average of 21.9% on the previous month, to sit at 
155.31p/th and 178.82p/th respectively. 

 

Spot gas prices 

 

 

Annual power prices Gas price losses also impacted the power market too, with 
most counterpart contracts mirroring gas price 
movements. 

Elsewhere, day-ahead power prices eased 32.6% in May, 
to average £121.80/MWh, but remained 59.4% higher 
than the same period of 2021. Seasonal power contracts 
like their gas counterparts largely increased. 
Subsequently, seasonal power contracts from winter 22 to 
winter 24 lifted 8.1% on average compared with April.   

Primarily, the strong downward momentum on near-term 
domestic gas prices set a price direction for power prices 
to follow, coupled with periods of elevated wind outturn 
across parts of month softening supply margins slightly.   

Front-month power contracts shared the descending price 
direction of their gas counterpart contracts and day-ahead 
power prices, subsequently falling 12.4% on average to sit 
at £168.35/MWh and £185.57/MWh, respectively.  

International commodity markets enjoyed a bullish month 
of price direction in May. For carbon, both the UK and EU 
ETS schemes recorded growth, with UK ETS prices up 
7.4% on the month prior to average £83.50/t, with the EU 
ETS up 7.8% to average €86.08/t. Elsewhere, Brent crude 
oil lifted 6.1% to average $111.95/bl – buoyed by globally 
tight supply markets and EU threats of Russian oil export 
bans. 

 

Spot power prices 
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EaaSi® is a registered trade marked 

product of Catalyst Digital Energy

www.catalyst-commercial.co.uk

As an Award-Winning Digital Energy 

Consultant our job is to put you back 

in control of your utilities

Our Energy Spend Management platform powered by 

Robotic Process Automation - EaaSi® sits at the heart 

of our journey to transform how you manage, reduce, 

contract and report on your utilities.

Visit www.EaaSi.co.uk
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Commodities 

Carbon: EU Emissions Trading Scheme carbon is quoted as over-the-counter (OTC) latest opening prices.  ll carbon prices are in euros per tonne  €/EU  . 

Coal: Coal is quoted as OTC latest opening prices. All coal prices are in US dollars per tonne ($/t). 

Electricity: UK power base-load and peak-load are quoted as OTC latest opening prices. All UK electricity prices are in pounds per megawatt hour (£/MWh). 

Gas: UK National Balancing Point (NBP) gas is quoted as OTC latest opening prices. All UK gas prices are in pence per therm (p/th). 

Oil: Brent crude oil is quoted as OTC latest opening prices. All Brent crude oil prices are in US dollars per barrel ($/bl).  

Language/ terms 

Bearish: A bearish market shows a general decline in prices over a period of time. 

Bullish: A bullish market shows a general increase in prices over a period of time. 

Curve:  A graph of forward prices over a future time period. 

Margin: The indicated UK imbalance of a given settlement period. It is the difference between the sum of the indicated generation available, and the national demand forecast 
made by National Grid. 

Over-the-counter (OTC):  The trade of a commodity directly between two parties, often on standardised terms. 

Spark/ Dark spread: The theoretical net income of a gas/ coal-fired power plant from selling electricity having purchased the necessary fuel. The clean spark/ dark spread is 
this net income adjusted for the cost of carbon. 

Disclaimer 

This monthly news and pricing bulletin is produced by Cornwall Insight in conjunction with Catalyst Commercial Services exclusively for the customers of Catalyst Commercial Services and provides 
general information and commentary on energy market trends. The opinions contained in this bulletin constitute the current opinions of Cornwall Insight and/or Catalyst Commercial Services and are 
produced for informational purposes only. This bulletin should not be construed as an offer, recommendation or solicitation to buy, sell or deal in any commodity, product or security or to enter into any 
trading or investment activity whatsoever. Any use by you or any third party of any information or other material contained in or associated with this document signifies agreement by you or them to these 
conditions. The report makes use of information gathered from a variety of sources that have not been subject to independent verification. Neither Cornwall Insight nor Catalyst Commercial Services gives 
any representation or warranty as to the accuracy or completeness of the information collected from market participants or from sources in the public domain. Neither Cornwall Insight nor Catalyst 
Commercial Services make any warranties, whether express, implied or statutory regarding or relating to the contents of this report and specifically disclaim all implied warranties, including, but not limited 
to, the implied warranties of satisfactory quality and fitness for a particular purpose. While Cornwall Insight and Catalyst Commercial Services consider that the information and opinions given in this 
bulletin and all other documentation are sound, all parties must rely on their own skill and judgment when making use of it. While every effort is made to ensure the accuracy of any information or material 
contained in or associated with this document, neither Cornwall Insight nor Catalyst Commercial Services, their affiliates and employees, either individually or collectively accept any responsibility for any 
loss, damage, cost or expense of whatever kind arising directly or indirectly from or in connection with the use by any person whomsoever of any such information or material; neither do they make any 
representation or warranty as to the accuracy or completeness of the data, information or statements contained herein. 
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New windfall tax and cost-of-living measures unveiled  

On 26 May, the Chancellor of the Exchequer Rishi Sunak delivered a cost-of-living support package to Parliament – 

outlining £15bn of new measures and an Energy Profits Levy. The support package is to compliment the £22bn package 

announced previously, taking total funding to £37bn. Key commitments include the plan to double the Energy Bills 

Support Scheme that will see households receive £400 of support with their energy bills in the form of a one-off grant, 

which will no longer be recovered through higher bills in following years.  

The government set out additional support measures for low-income and vulnerable households. This includes a one-off 

£650 cost-of-living payment to those on means tested benefits; a one-off £350 pensioner cost-of-living payment; a one-off 

£150 payment to around 6mn people across the UK who receive certain disability benefits; and an extra £500mn of local 

support, through the Household Support Fund which helps those most in need with payments towards the rising cost of 

food, energy and water bills.  

In addition, the government outlined its new Energy Profits Levy, a surcharge on the profits of oil and gas companies 

operating in the UK and the UK Continental Shelf that will be used to fund the cost-of-living package. The levy will be 

applied to profits arising on or after 26 May 2022, with companies who have an accounting period that straddles that date 

to be required to apportion their profits. It will be charged at   %, taking the headline rate of tax on those companies’ 

profits from 40% to 65%. The government noted that the levy is a temporary measure and will be phased out when oil and 

gas prices return to historically more normal levels.  

The government will also introduce new 80% Investment Allowance to encourage firms to invest in oil and gas extraction 

in the UK, meaning that businesses will overall get a 91p tax saving for every £1 they invest. It said this will nearly double 

the tax relief available to these companies. 

Government 

Queen’s Speech confirms Energy Bill 

Standing in for the Queen, the Prince of Wales delivered the Queen’s Speech on  0  ay. In the address, he said: “ y 

Ministers will bring forward an Energy Bill to deliver the transition to cheaper, cleaner, and more secure energy. This will 

build on the success of the COP26 Summit in Glasgow last year. Draft legislation to promote competition, strengthen 

consumer rights and protect households and businesses will be published”.  

Further measures mentioned included the establishment of the UK Infrastructure Bank in legislation, with aims to support 

economic growth and the delivery of net zero, and commitments to improve transport across the UK through cleaner 

services under the Transport Bill.  

The following day, BEIS stated that the “Energy Security Bill delivers on the commitment to build a sustainable 

homegrown energy system that is more secure, clean, and affordable, as well as enabling the extension of the energy 

price cap beyond  0  ”. 

It added that the legislation will also establish the new Future System Operator, which will look at the GB energy system 

as a whole, integrating existing networks with emerging technologies such as hydrogen. Furthermore, the bill will 

introduce competition in Britain’s onshore electricity networks to encourage investment and innovation.  

Government 

 

https://www.gov.uk/government/publications/cost-of-living-support
https://www.gov.uk/government/speeches/queens-speech-2022
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BEIS launches inquiry into power supply decarbonisation plans 

 n  0  ay, the BEIS Committee opened an inquiry into the government’s plans to decarbonise the UK’s power supply 

sector.  

The inquiry will examine proposals in the Energy Security Strategy, and the emphasis it placed on scaling up the supply 

of electricity from nuclear power and hydrogen technology. It will consider how these proposals were reached, and 

whether the strategy has hit the right balance between investing in these new technologies and existing forms of 

renewable energy supply. The committee will also deliberate on whether these proposals suitably tie into the 

government’s wider net zero policy objectives.  

In addition, the inquiry will ask whether there any further policy details and/or legislation required by the end of this 

Parliament and whether energy demand can be reduced and how much of an impact will this make on reaching power 

supply targets.  

Evidence can be submitted until 30 June.  

Government 

Ofgem tells MPs price cap is expected to rise to £2,800  

Speaking as a witness during a BEIS Committee,  fgem’s Chief Executive  fficer Jonathan Brearley warned the typical 

household energy bill is expected to increase to £2,800 a year, due to continued volatility in gas prices.  

This was reaffirmed in a letter published by Ofgem on 24 May and sent to the Chancellor and the BEIS Secretary of 

State. The letter states that: “There is still significant uncertainty about the exact level of the price cap in the next cap 

period – particularly because we are only halfway through the observation window which determines the wholesale costs 

element of the price cap, and because Ofgem is currently consulting on changes to the detail of the underlying price cap 

methodology.” The current estimate outlined in the letter is an increase from its current level of £1,971 to approximately 

£2,800 in October 2022. 

The letter noted that the increase has been primarily driven by the rise in global gas prices, adding that conditions have 

worsened considerably in the international gas market since Russia’s invasion of Ukraine. 

Ofgem 

Consultation launched on expansion of WHD in Scotland 

On 9 May, BEIS announced that it has launched a consultation on a proposed expansion of the Warm Home Discount 

(WHD) scheme for support in Scotland, expanding the scheme to cover an additional 50,000 Scottish households per 

year.  

Proposals are for support in Scotland to grow by around £13mn, to £49mn per year. The uplift would mean rebates are 

provided to an additional 50,000 families in Scotland and boost cash paid out to help meet energy costs from £140 to 

£150. The consultation would also see the scheme extended to 2025 to 2026.  

In addition, supplier participation thresholds will be lowered, which would allow more energy suppliers to participate, 

particularly from 2023 to 2024 onwards. This will also bring the scheme in line with England and Wales.  

Government  

https://committees.parliament.uk/work/6717/decarbonisation-of-the-power-sector/
https://committees.parliament.uk/work/6717/decarbonisation-of-the-power-sector/
https://committees.parliament.uk/work/6717/decarbonisation-of-the-power-sector/
https://www.ofgem.gov.uk/publications/letter-jonathan-brearley-chancellor-and-secretary-state-business-energy-and-industrial-strategy-default-tariff-cap
https://www.ofgem.gov.uk/publications/letter-jonathan-brearley-chancellor-and-secretary-state-business-energy-and-industrial-strategy-default-tariff-cap
https://www.gov.uk/government/news/warm-home-discount-expanded-to-help-280000-scottish-households-with-energy-bills
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Ofgem consults on price cap changes  

On 16 May, Ofgem published two consultations on the price cap methodology in response to the recent increase in 

wholesale prices and volatility, both of which close on 14 June.  

The first consultation is proposing to move to quarterly price cap updates with a shorter notice period of 25 working days 

between setting the cap level and it taking effect. Ofgem is also proposing to include ex ante modelled backwardation 

costs in the cap methodology. Suppliers would be able to recover backwardation costs over a 12-month period, although 

the methodology would include a deadband so recovery is only triggered when the market is more volatile than that 

observed in the first six cap periods. These proposals are all intended to reduce volume risk and costs to consumers.  

Ofgem also issued a consultation seeking views on whether suppliers are incurring additional efficient wholesale costs, 

beyond existing allowances in the cap. The regulator has highlighted concern around the unexpected additional standard 

variable tariff (SVT) demand costs and is seeking views on whether changes are needed to support this. This consultation 

considers costs for the two areas relating to cap periods eight (April 22 - September 22) and nine (October 22 – March 

23) and seeks views and evidence on whether suppliers are incurring additional wholesale costs in these areas.  

Ofgem is proposing to offset unexpected SVT demand costs against a proportion of the 1% additional risk allowance, 

which was set in 2018 to account for uncertainty of wholesale costs to support suppliers. It has also proposed to offset 

these costs against an estimate of the cost savings suppliers have experienced from reduced switching due to higher 

wholesale prices. It has also made proposals to consider the Contracts for Difference benefit when deciding whether 

adjustments are required for cap period eight, but it will not offset this explicitly. 

Updated guidance on the treatment of wholesale prices observed during the transition to a new cap mechanism in 

October 2022 has also been issued, to align with the consultation proposals.  

Ofgem 

Views sought on update of UK’s Green Finance Strategy  

On 12 May, BEIS and the Department for Environment, Food & Rural Affairs opened a consultation on the development 

of an update for the UK’s Green  inance Strategy. The consultation closes on    June  0  , with the update planned for 

publication in late 2022. 

Since its publication in July 2019, the Green Finance Strategy has aimed to support the transition of the financial sector to 

net zero, mobilise investment to support green projects, and allow financial services to capture the opportunity presented 

by net zero and cement the UK’s leadership in green finance. Several key financial initiatives have been launched off the 

back of it, including placing finance at the centre of COP26 in Glasgow, with a Finance Day aimed at mobilising large 

scale finance for global net zero targets. 

The consultation aims to take stock of progress so far and set out how the UK can better ensure the financial services 

industry is supporting the nation’s energy security, environmental, and climate objectives, such as those outlined in the 

recent Energy Security Strategy.  

The consultation seeks to obtain evidence and stakeholder views through 39 questions on four key areas: capturing the 

opportunity of green finance, greening the financial system, leading internationally, and mobilising finance for the UK’s 

climate, energy security, and environmental objectives.  

Government 

https://www.ofgem.gov.uk/publications/price-cap-statutory-consultation-changes-wholesale-methodology
https://www.ofgem.gov.uk/publications/price-cap-consultation-possible-wholesale-cost-adjustment
https://www.ofgem.gov.uk/publications/ofgem-backs-consumers-price-cap-update
https://www.ofgem.gov.uk/publications/ofgem-backs-consumers-price-cap-update
https://www.gov.uk/government/consultations/update-to-green-finance-strategy-call-for-evidence


Award Winning

Business Energy Consultants


