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• Oil market: Supply/Demand Balance

• Natural gas market: Supply/Demand Balance

• Financial implications: macroeconomics, portfolio

Agenda



Commodity markets



Commodities: classification



Commodities: energy complex



Commodities: energy complex



Oil quality



Commodity markets: shocks 

and spillovers BIS



Forward curve commodity

future

1) Contango: forward curve with increasing

prices, cost of carry: storage costs plus

insurance costs. Negative roll yield.

2) Backwardation: forward curve with decreasing

prices..convenience yields higher than cost of

carry. Positive roll yields.

• Impact on storage convenience.



Commodities: forward curve henry

hub-TTF
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• Supply: shale oil, OPEC plus

• Supply Shock: Middle East shocks, Suez Channel

• Spread WTI-Brent.

• Demand: in winter heating oil, in summer driving season, with gasoline.

• Macroeconomic data: job market, industrial production, retail sales,

consumer confidence.

• Monetary policy: quantitative easing versus tightening, interest rate hikes.

• Market data: usd index, risk off, risk on.

Supply/Demand Balance of oil
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• Oil market: Supply/Demand Balance

• Natural gas market: Supply/Demand Balance

• Financial implications: macroeconomics, portfolio

Agenda



TTF and power price



Commodity markets: shocks 

and spillovers BIS



Natural gas, power market



Worldwide gas markets
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• Brown and Yucel (2008). What drives natural gas prices? The Energy Journal,

weather, storage, fuel switching between natural gas and residual fuel oil.

• Nick and Thoenes (2014). What drives natural gas prices? — A structural

VAR approach, Energy Economics. In the short-run natural gas prices are

affected by temperature and supply shocks. Coal and oil prices are major

determinants for natural gas prices in the long-run.

• Chen, Wang and Zhu (2022). Toward the integration of European gas futures

market under COVID-19 shock: A quantile connectedness approach, Energy

Economics, TTF and NBP the most liquid.

Natural gas pricing and market 

microstructure: literature



Natural gas market issues

• Spot price and physical market

✓Supply/demand balance

✓Flows from different countries

✓Total production, stocks

• Financial markets: financial instruments, forward curve,

different expirations and deliveries

✓Contango e backwardation

✓Weather impact

✓Liquidity

✓Risk management

✓Relationship physical-financial markets



Contango/backwardation

in natural gas

Fonte:http://livingstone.borse.it  

http://livingstone.finanza.com/files/2012/02/NG_forward_curve.jpg


Supply/Demand balance Henry 

Hub, total supply, EIA



Supply/Demand balance Henry 

Hub, total demand, EIA



Supply/Demand balance

Henry Hub



EU market supply/demand 

balance Burbraggen, Kepler



EU Weather



US Weather



Flows 2022 vs 2021



USA LNG exports



LNG flotilla…natural gas 

cap



Import EU LNG cap



Speculation on TTF?

• Mercato regolamentato non

over the counter

• Curva forward

• Volumi

• Quantità

• Risk management

• Liquidità lungo la curva

• Intercontinental Exchange, ICE



Speculation on TTF? Rivista 

Energia



WTI oil 2020 settlement



Import flows from Russia 

and TTF price



Churn ratio TTF
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• Oil market: Supply/Demand Balance

• Natural gas market: Supply/Demand Balance

• Financial implications: macroeconomics, portfolio
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Economic cycle



Global central banks policy 

rate



German PPI



Inflation

Fonte:  Reuters,  Q1-2023



CPI US: contributors



Eurozone CPI



CPI US: shelter inflation
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Commodity returns

YOY commodity returns
Bloomberg
Feb’ 2023



Fed fund rate



Thank you for your attention

Andrea Paltrinieri

andrea.paltrinieri@unicatt.it

Twitter: andrepaltry
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