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Record after record 

 Electricity prices have risen fast,  new price records in the UK 

 Gas prices have also gained sharply due to increased demand and less LNG imports in Europe 

 Thermal coal prices have risen due to additional demand from China 

 Price EU ETS (Carbon emission rights) hits new record high (> EUR 35/tonne) 

 

Several factors reinforce price movement 

Electricity prices have risen sharply across the board in recent days. Day-ahead prices (next-day delivery) are showing 

strong increases in all countries in north-western Europe. But the trend is broader than that. Demand for natural gas in 

Spain has never been higher than yesterday. Although outside our focus area, there are also seeing strong price 

increases in Asia. In particular, baseload prices in the UK have been above EUR 100/MWh for a week and reached a 

record high of GBP 195/MWh (EUR 219/MWh). A combination of factors are responsible for this strong upward price 

momentum in electricity prices: higher prices for natural gas, coal and carbon emissions (EU ETS). 

 

Demand for electricity in general (especially for heating) has increased recent weeks. However, the price increase is not 

limited to short-term electricity prices. As seen in the graph on the right, prices for - in this case - calendar year 2022 are 

also rising sharply in recent weeks. 

 

  Electricity: day-ahead prices on the rise    Electricity prices CAL22 

x EUR/MWh  x EUR/MWh 
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The price of electricity in the UK has risen at a higher pace than elsewhere and has reached a record high. There are 

several reasons for this. To start the unexpected failure of some power plants in the UK, including a biomass plant and a 

gas plant. Meanwhile there was a low yield from wind power. As a result coal fired power plants had to step in. Power 

plants which are scheduled to be decommissioned in the coming years. In addition, there are problems with 

interconnection cables between the UK and the Netherlands (until early February) and France (until mid-February). 

These high prices can be seen as evidence that the grid operator is struggling to balance the system.  

 

EU ETS price reaches new record high 

On January 12, the price of EU ETS CO2 emission allowances reached a new record high of EUR 35.42/ton before 

easing towards the low EUR 33’s. The recent increase was due to no new allowances being auctioned for several weeks 

ahead of the start of the next phase for the ETS (Phase IV = 2021-2030). In case companies which fall under the ETS 

now face shortages of carbon allowances therefore have to be purchased on the market. In addition, we suspect that 

market speculation was another important reason for the price gain. The adjusted European target of not 49% but 55% 

CO2 reduction by 2030 may have driven some of this speculation. Another reason may be that short-term investors, who 

are simply looking for extra yield, want to take advantage of the recent price trend. Something that then further 

accelerates the move.  
 

 

 

Cold weather leads to higher gas prices... worldwide 

Several cold fronts are leading to an increase in demand for natural gas to meet the heating demand. This is happening 

at several continents at the same time. So natural gas prices react accordingly in all markets. While the price increase in 

the US is still limited to reaching the highest level in six weeks, we see the price of natural gas in the UK, the Netherlands 

and the Asian (Japan Korea marker) LNG price increasing even more strongly. According to the weather reports, more 

cold weather is coming as a result of the possible formation of a polar vortex1. In anticipation of the current strong 

demand for gas, and the potential for further increasing demand for gas, we see that market speculation is driving prices 

up. 

 

LNG imports into Europe had already cooled off somewhat due to the fact that most LNG shipments are currently 

headed to Asia. This leaves consumers in north-west Europe mostly at the mercy of imports from the "traditional" 

channels through Norway and Russia. An explosion earlier this week at the transit pipeline in Ukraine, which runs from 

 

1: A Polar Vortex is a pattern of winds that rises in the Arctic resembling cyclones that flows around the North Pole year round. A Polar Vortex is the 

most dangerous when it weakens as it creates more acute winter conditions and can lead to extreme frigid weather conditions in the eastern U.S. and cold 

weather in Europe. 

EU ETS reaches new record high 

x EUR/tonne 
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Russia to Europe, is said to have had no impact on gas supplies. This is also because gas stocks in Europe are still 

substantial. In the Netherlands, gas stocks are also declining, but are currently still more than sufficient, at around 60%, 

to meet expected demand. 

 

  Natural gas prices jump higher due to cold weather    Abundant Dutch natural gas inventories 

USD/MWh  x 1.000 TWh 

 

 

 

Source: Bloomberg  Source: Bloomberg 

 

Coal Prices also gained 

Coal prices have also shown a strong upward trend in recent months. Higher demand for coal from Asia is the main 

reason for this price movement. With gas prices rising sharply around the world, we are also seeing the demand for coal 

increase again to meet the demand for electricity generation. The rising demand for electricity for heating purposes is 

creating high demand for coal (and gas) from Japan and India. Recently, several Chinese power company owners sent 

out a warning that a shortage of coal is imminent as supplies are rapidly dwindling. The Chinese import of Australian coal 

has been reduced to almost zero due to an import ban after Australia accused China to be responsible for the 

coronavirus. The bulk of the Chinese coal imports now come from Indonesia.  
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DISCLAIMER 
This document has been prepared by ABN AMRO. It is solely intended to provide financial and general information on economics. The information in this document is strictly proprietary and is being 
supplied to you solely for your information. It may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated above. This document is 
informative in nature and does not constitute an offer of securities to the public, nor a solicitation to make such an offer.  
 
No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in the document or on its completeness, accuracy or fairness. No 
representation or warranty, express or implied, is given by or on behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or employees as to the accuracy or 
completeness of the information contained in this document and no liability is accepted for any loss, arising, directly or indirectly, from any use of such information. The views and opinions expressed 
herein may be subject to change at any given time and ABN AMRO is under no obligation to update the information contained in this document after the date thereof.  
 
Before investing in any product of ABN AMRO Bank N.V., you should obtain information on various financial and other risks and any possible restrictions that you and your investments activities may 
encounter under applicable laws and regulations. If, after reading this document, you consider investing in a product, you are advised to discuss such an investment with your relationship manager or 
personal advisor and check whether the relevant product –considering the risks involved- is appropriate within your investment activities. The value of your investments may fluctuate. Past 
performance is no guarantee for future returns. ABN AMRO reserves the right to make amendments to this material. 
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