
Don’t break the thermometer –
fix the heating and the 

thermostat
Georg Zachmann, Senior Felow at Bruegel



Nordstream – closed
since summer 2022
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Yamal – closed
since spring 2022

UGTS – at ~25% 
of last years



• EU+UK might get 85 bcm more from LNG than 

in the past years (160 bcm instead of 83 bcm)

• Of a global LNG market of ~550 bcm
• The shift represents about 15%
• EU+UK total about 30%
• And assuming half the mkt is long-term, this is ~60% of “free” LNG
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Weekly LNG Imports into the EU+UK

Source: Bruegel based on Entso-G data

Note: based on the first 36 weeks of the year
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LNG terminals still have sparse 
capacity
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Strong decline in industrial gas 
consumption

For household gas consumption we do 
not know – wait for heating season

Very mixed picture in the power sector



• Nuclear in August was 6% of EU consumption
lower than in 2021

• Hydro another 3%

-> Higher gas and coal consumption despit
higher fuel prices

• Elec demand did not react
• Y-t-d: EU elec demand decreased by 2% 

(superpeak by 1%)
• Y-t-d: DE elec demand decreased by <1% 

(superpeak increased by 1%)

-> possibly, demand curve shifted right

2021

RES NPP lignite coal gas

2022
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Gas
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Electricity -> Can we relax?
- Prices are gradually 

trickling down to retail:
Even an ”only” five-fold 
increase will have 
drastic social/fiscal 
consequences

- Liquidity and stability 
risk in the energy-
finance-nexus?



1) Drive up demand -> not lower prices for price-responsive consumers too much

2) Reduce supply/imports -> not lower prices in the range where suppliers are price-
responsive 

3) Mute signals for cross-border exchange -> not iron over justified regional price 
differences

4) Mute signals for inter-temporal optimisation -> not iron over justified intertemporal 
price differences

5) Mute long-term investment signals -> not increase risk/capital cost for future investors

6) Ignoring the complexity of legacy contracts

7) Ignoring differences between member states -> improve situation for everyone, avoid 
massive transfers
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• Benefits of bringing in supplies/reducing demand dilute in the common market

• Cost of bringing in supplies / reducing demand are felt strongly nationally

• Subsidies allow domestic consumers to outbid foreign consumers

• Speeding-up investment in alternative supplies is very expensive and overinvesting 
might even reduce the future cash-flow

• Massive incentives to free-ride, beggar-thy-neighbour and wait-and-see
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Source: Bruegel

National support schemes for households and firms
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HoSG agree that gas/elec price should stay below a certain level (eg on a quarterly basis 
not exceed 100/200€/MWh)

Akin to inflation-guidance of central banks!

They commit to coordinate to …

• enable politically locked supplies (joint purchasing of gas, NPP, …)

• reducing demand (moratorium on consumption subsidies)

… to achieve these values.

This allows keeping markets properly functioning,

and reduces import cost.

Proposal: A “soft” Price Cap




