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Energy bills are driven by both the price of energy on the wholesale market and Third-Party Costs (TPCs).
TPCs include non-energy costs set by the government, network (the National Grid), policy and system costs
and electricity transmission/distribution costs.

The biggest single cost on a bill is the price of the energy. The wholesale cost of the energy makes up
approximately 40% of an electricity bill and 70% of a gas bill, with the remaining being TPCs, which have been
continuously rising in recent years and can be volatile.

This pricing report will focus on the energy element of a bill to help you keep track and understand the
wholesale energy market and the factors affecting the price of your contracts.

Overview:

Gas markets have unsurprisingly spiked this week amid the Ukraine Crisis. Rates have returned to the
incredibly high levels seen last December, although they have not quite broken new record levels yet. 

Wholesale gas prices were at 171p/therm on Tuesday morning, before Russia's military invasion and this
morning have continued to soar and are currently 66% higher at 284p/therm. Power prices have also followed a
similar trend, up 55.6% since Tuesday and wholesale power prices are currently at 236.79£/MWh.

Markets are extremely volatile, and prices continue to increase daily as the tensions increase and the possibility
of sanctions causing concerns over Russian gas supplies to Europe being disrupted. This has caused many
energy suppliers to pull their pricing and cease taking on new customer contracts until the market settles.

If you are currently out of contract or coming up to the end of your contract in the next few months, we
recommend looking to secure a contract with one of our suppliers who are still offering pricing at the moment,
to ensure you do not end up on out of contract rates which energy suppliers can raise if they wish to an
uncapped limit, as business energy consumers are not protected by the price cap, only households are. 

Bullish Factors (upward pressure on markets):
● Ukraine crisis
● Concerns over Russian gas supplies to Europe
● Increased demand for gas

Bearish Factors (downward pressure on markets):
● Russian flows to the EU appear unchanged at present
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Market Report

Gas and Power

Gas and power contracts have continued to increase this week, as Russian troops crossed the border into
Ukraine, with reports of missile strikes and explosions near some major cities. Month Ahead NBP surged
108.89p/th [51.1%] in the sharpest single-day gain recorded for the contract.

Russian gas flows into Europe have not been impacted yet, however concerns over disruptions to supplies
weigh on the market.

In the graphs, you can see that gas contracts starting now (Spot), those within the month ahead (M+1) and
those purchased now for the next season (S+1), are all a similar price. If you are not out of contract until
summer and waited to secure a fixed contract, you will be paying a lot more than if you locked a rate in back in
January where gas prices were as low as 150p/therm compared to the 89% increase at 284/therm today. 

A season in the business energy market is a 6-month spread and these are from April to September for
"Summer" and October to March for "Winter".

Crude Oil

Brent crude closed higher on Wednesday as tensions over the
Ukraine crisis escalated and the supply outlook remained tight.

Brent crude has since surged further towards the $100/bbl mark,
increasing by 11.1% since the start of February, as Russian troops
crossed the border into Ukraine, increasing the risk of war in
Europe.

Current price standings:
Brent Crude = $99.08/bbl
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Energy News

Ukraine Crisis

The Ukraine and Russia history that has led to the invasion this week is complex, but it is the largest attack by
one state against another in Europe since World War II.

Two territories of Luhansk and Donetsk, collectively called Donbas, led by pro-Russian separatists, have been
in conflict with the Ukrainian government since 2014. On Monday, Russian President Vladimir Putin officially
recognized the independence of two eastern Ukrainian territories and subsequently moved troops into them.

On Tuesday, U.S. President Joe Biden unveiled new sanctions on Russia as the country continues to threaten
Ukraine. The sanctions include targeting two Russian financial institutions and effectively “cutting off Russia’s
government from Western finance.”

Germany also announced on Tuesday that Nord Stream 2, the new major natural gas pipeline from Russia to
Germany, would not be certified given the current circumstances.

Russia launched attacks on Ukraine early Thursday, in what Ukraine is describing as a "full-scale
invasion."  Ukrainians have been seeking shelter or looking to flee as Russia's invasion pushes forward.
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