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UK and European energy markets shift down sharply on warmer weather conditions and firm LNG supply. EU storage has shifted below 76%, compared to around 90% this time last
year, but UK and European gas futures have continued their downwards trend as warmer forecasts for December and the first half of January offset concerns over significant depletion
Energy Market this winter. Additionally, LNG imports have been strong, with October volumes up 43% and November volumes 38%, with Asian demand weaker on strong stocks, increased Chinese Get In
News: domestic production and stronger Japanese nuclear output. The spread between Asian and European benchmarks began widening last week but a sharp shift down towards the back Touch

end of the week narrowed the premium, which alongside higher freight costs to Asia maintained strong import prospects for Europe. The market has opened bearish today but scope
for further downside could be limited as European markets approach levels which decrease US LNG export profitability.

The information in this market review is intended for Flame UK Energy Management subscribers only. Unauthorised onward transmission or copying is strictly forbidden. The contents are intended for informational purposes only and are not to be used or considered as an invitation to trade or an offer in respect of
any of the products or services mentioned. Flame UK Energy Management does not represent or endorse the accuracy or reliability of any of the information or content. Under no circumstances will Flame UK Energy Management have any liability for any loss or damage caused by reliance on any information contained
herein.
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Day-ahead energy contracts have opened bearish this morning despite declining wind and temperatures into tomorrow, with the return of Torness 2, improving domestic gas production and LNG sendout.
UK gas futures are continuing their downwards shift in today's trading, with warmer revisions to temperature forecasts and an improved wind outlook, alongside weaker Asian LNG pricing.

UK and EU carbon markets have opened neutral-bearish this morning, giving back some of the gains seen on Friday. The improved weather outlook for Europe and the UK could act to limit carbon demand.
Despite declining prices, investment funds positions in European (TTF) gas futures rose last week, potentially indicating bullish speculative sentiment. However, fundamentals remain bearish.

New pipeline capacity, necessary for the US LNG export expansion, is set for its biggest one-year expansion since 2008. This provides bearish signals along the curve on greater export prospects.

Market Focus

UK and European energy markets shift down sharply on warmer
weather conditions and firm LNG supply. EU storage has shifted
below 76%, compared to around 90% this time last year, but UK and
European gas futures have continued their downwards trend as warmer
forecasts for December and the first half of January offset concerns over
significant depletion this winter. Additionally, LNG imports have been
strong, with October volumes up 43% and November volumes 38%,
with Asian demand weaker on strong stocks, increased Chinese
domestic production and stronger Japanese nuclear output. The spread
between Asian and European benchmarks began widening last week
but a sharp shift down towards the back end of the week narrowed the
premium, which alongside higher freight costs to Asia maintained strong
import prospects for Europe. The market has opened bearish today but
scope for further downside could be limited as European markets
approach levels which decrease US LNG export profitability.
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US and Ukrainian officials make progress in Sunday's talks, but
more work needed for a peace arrangement. Ukrainian officials met
with the US Secretary of State, Marco Rubio, in Florida on Sunday to
discuss a Russia-Ukraine peace arrangement. A full deal remains to be
agreed but Rubio expressed optimism around progress being made,
with Sunday's meeting focused on the Ukrainian counter-offer proposed
in previous meetings in Geneva. A lot of uncertainty remains around a
peace deal, with the initial offer seen as being equivalent to capitulation
to Russia by European leaders and Russia demonstrating in previous
negotiations an opposition to Ukrainian counter-offers. Crude oil
markets, which are likely to shift down sharply if a peace deal looks
promising on potential for the lifting of Russian sanctions, have largely
been unresponsive given the high level of uncertainty that is persisting.
Despite ongoing Russian strikes against Ukrainian energy infrastructure,
Zelenskiy pledged to the Ukrainian people not to agree to any bad deal.
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New gas wells in Haynesville, Louisiana twice as productive, but come
at three times the cost. US natural gas production ramped up sharply from
the early 2000s, driven by the shale gas boom, but as the easiest-to-access
sites are already utilised, further expansion relies on more difficult sites. New
shale gas wells in Haynesville, Louisiana, have started to gain attention from
energy companies, but whilst they may be twice as productive, these sites
have also been shown to have triple the drilling and completion (D&C) costs.
This results in a break even price to sell the gas 45% higher than traditional
wells in the same region. This highlights the ongoing challenge to increasing
US natural gas production which is necessary to continue powering the
datacentre and export boom in the region. If the US increasingly becomes
reliant on these more expensive sites, this could result in higher delivered
costs for European and Asian LNG markets, supporting gas futures across
the curve and compounding the challenges of higher liquefication costs
associated with new LNG export facilities.
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Hartlepool 2 595 04/06/25 21/12/25
Heysham 1-2 580 22/09/25 13/12/25
Hartlepool 1 595 31/10/25 16/12/25
Current online capacity 4730 MW 73%
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