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Electricity: base load cost - excludes distribution, taxation and 
supplier margin and costs

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

37.63 64.4 48.07 51.73 44.64 35.23 50.78 48.02 58.74 44.2

Gas: core gas cost - excludes distribution, taxation and supplier 
margin and costs

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

36.75 60.17 61.72 66.86 47.61 31.49 49.11 48.3 57.32 35.48

Disclaimer: The above information is based on current market data available at the time of producing this document and is subject to change.  
ECA cannot be held responsible for movement in the commodity market.

December in summary
News headlines on Friday 13th stated that a preliminary transit agreement between 
Ukraine and Russia had been reached. This weighed heavily on the front contracts. 
However, prices rebounded, as the preliminary deal was not confirmed. Prompt prices 
slumped by 18% for gas. The main bearish reason for the dip in prices is a surge in 
the UK LNG sendout to 85mcm/d. Milder than normal weather also contributed to the 
bearish outturn as consumption has been weak for this time of year.

Market volatility
High LNG sendout along with milder weather help weigh down on prices throughout 
December.

Weather
December began with transient high pressure close to the UK, but by the fourth low 
pressure and the regular passage of frontal systems resumed, with some very large 
daily rainfall totals during the next three weeks.  The final week brought rather drier 
weather to most areas, and became particularly mild at times.  The month overall was 
rather mild, with only limited colder interludes and fewer frosts than average.

Gas, Storage and LNG News 
UK gas prices traded lower throughout much of December as mild weather and 
strong renewable generation limited demand whilst record LNG arrivals boosted 
supply. Typically, December spot prices hold a premium to the previous month due 
to higher demand, even with the typically benign festive period in the final 7 days. 
During the middle of the month, prices began being driven heavily by movements on 
the Sterling and carbon, both of which altered in the build up to and immediately after 
the General Election as the conservatives won by a large majority. Speculation that 
Russia and Ukraine had reached an agreement to transit gas beyond 2019 also drove 
prices lower before a Russian official confirmed no such deal had been reached. 
Nevertheless, a 5-year deal was agreed on 23rd December and ratified by both 
parties a week later.

 
Politics and global economics
The result of the general election moved the Sterling against a range of currencies, 
feeding through in UK power and gas markets due to denomination.

Oil 
Brent crude began December on the upside as optimism regarding a resolution to 

the trade stand-off between the US and China saw prices move to the upside before 
OPEC members and supporters announced a production cut having met in Vienna on 
Friday 6th December. Up to 900,000 barrels per day could be removed from global 
output in an effort to stabilise prices. Later on, on 31st December, the US announced 
it would sign a trade agreement with China in the middle of January in what is set to 
be the first phase of negotiations. President Trump stated he would welcome Chinese 
officials to the White House on 15th January before travelling to Beijing later in 2020 
to go through subsequent phases on the deal. The world’s two largest economies 
have been in a trade dispute since July 2018, exchanging tariffs on a host of 
products. The 86-page deal, originally announced on 13th December, paves the way 
for the suspension of future tariffs which were set to start later in 2020.

Coal 
Stronger renewable feeding and an abundance of gas in storage and arriving by 
sea reduced the need for coal in the power generation stack last month, with the 
API2 2020 contract closing lower before expiry. The lower gas prices continued to 
price coal assets out of the market, with winter a primary time of year for thermal 
generation in host of European countries. The API 2 2021 contract fell by nearly $6/
tonne in December, receiving some support at the end of month once it rolled into the 
front-year product.

Carbon 
Forecasts of milder temperatures at the start of the month for much of December 
saw the market move to the downside, before further LNG arrivals into North West 
Europe pressured gas prices to add to the bearish momentum. The Dec-19 contract 
expired last month, rolling into the Dec-20 product. This saw buying interest return 
to the market as participants covered their pollution before the view returned to 
the fundamental picture. Robust renewable generation across much of continental 
Europe across the month displaced fossil fuel generation, removing the need for 
permits.

Looking Ahead
The main drivers to be aware of going into the New Year are as follows; high storage 
inventory forecast by the end of January leaves scope for strong storage overhang, 
assuming no major or prolonged supply disruptions. Strong LNG sendout to continue 
along with forecast for slightly milder than normal weather in January. On the bullish 
side, risk for Russian supply disruptions if no new transit contract is signed before Jan 
2020. This along with a decline in Dutch production and risk for weather to turn colder 
than forecast are what may push price up.

: Indicates that there was an upward pressure on prices. : Indicates that there was a downward pressure on prices.
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2019 Nov Dec Year total

°C -2.6 -3.5 0.0

% -17.8% -25.5% 0.0%

Weather impact days 2016: Summary 
2016 Summary v 6 Year Average 
(* Positive numbers = warmer, negative = colder than 6 year average)

2016 v 2015 Summary 
(* Positive numbers = warmer, negative = colder than 2013)

2019 Nov Dec Year total

°C -0.1 -2.1 0.9

% -0.8% -17.1% 4.7%

2019 Nov Dec Year total

°C -0.6 -0.7 -0.5

% -9.4% -11.9% -5%

2016 v 2015 Summary
(* Positive numbers = warmer, negative = colder than 2013)

2019 Nov Dec Year total

°C -1.9 -0.5 -0.4

% -23.7% -9.2% -4.5%

Heating 2019: Summary 
2019 Summary v 6 Year Average 
(* Positive numbers = warmer, negative = colder than 6 year average)

2016 v 2015 Summary 
(* Positive numbers = warmer, negative = colder than 2013)

2019 Nov Dec Year total

°C -1.2 -1.0 3.2

% 75.0% 50.0% -37.6%

2019 Nov Dec Year total

°C 3.0 3.9 3.2

% -51.7% -56.5% -37.6%

Cooling 2016: Summary 
2016 Summary v 6 Year Average
(* Positive numbers = warmer, negative = colder than 6 year average)

Degree days are a representation of the length of time and severity with which the 
outside temperature either drops below (heating days) or goes above (cooling days) 
15.5°c, and therefore it is assumed that heating or cooling is required.

Met office UK summary
December began with transient high pressure close to the UK, but by the 4th low pressure and 
the regular passage of frontal systems resumed, with some very large daily rainfall totals during 
the next three weeks.  The final week brought rather drier weather to most areas, and became 
particularly mild at times.  The month overall was rather mild, with only limited colder interludes 
and fewer frosts than average.

Rainfall was 116% of average, and it was a very wet month for East Anglia and southern England 
with a few places getting close to double the average rainfall, and rather wet over central and 
western Scotland also, but notably drier over north-east England. Sunshine was 113% of average, 
and was well above average in many eastern areas but rather below average in some western 
parts.

Utility impact summary
This Decembers average temperature across the UK of 5.3°C  is 0.7°C (11.9%) lower 
than the 5 year average and 0.5°C (9.2%) lower than last year. 

The December 2019 minimum and maximum temperature extremes are also down on 
last year. The UK minimum temperature was -3°C  and the maximum was 10.2°C.

This colder weather means your heating is likely to have been needed more than 
previously.

Overall the 2019 average temperatures were 4.5% lower than 2018 and 5% lower 
than the 5 year average.
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