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@ Don’t break the thermometer —
fix the heating and the
thermostat
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= STOP IN GAS FLOWS
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Figure 7: Share of Gas Imports from Country and Russian Pipeline q '

in 2021
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Source: Bruegel on ENTSO-G

Nordstream — closed
since summer 2022

. Yamal — closed
since spring 2022

UGTS — at ~25%
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EU PULLS A LOT OF "FREE"” LNG

e EU+UK might get 85 bcm more from LNG than Weekly LNG Imports into the EU+UK
in the past years (160 bcm instead of 83 bcm) viimun @ Ve @ 201 @ 2z

Average weekly EU+UK imports in bcm

avgerage
2019- 2022 |difference S
2021 '

RU 3.1 1.6 |- 1.5

LNG 1.4 3.0 1.6

Source: Bruegel based on Entso-G data
Note: based on the first 36 weeks of the year

Week of Year

Source: ENTSO-G, https:/transparency.entsog.eu/#/map
Note: Minimum and Maximum values are calculated from the period 2015-2020.

e Ofa global LNG market of ~“550 bcm |
Data for the last week may be changed following updatesto ENTS0-6 points. As of 25/12/21, Norway imports at Emden were updated and Krk Croatian LNG
. 0 was included resulting in changes to underlying data. On 01/04/2022, weeks 10,11,12 LNG data were revised downward due to a double-counting of
* The shift represents about 15%

e EU+UK total about 30%
* And assuming half the mkt is long-term, this is ~60% of “free” LNG

#EUSEW 2022 ,
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Spanish LNG imports which arose as a result of changes to the reporting at the ENTS0-G transparency platform.




@ MARKETS DID A GREAT JOB IN
ADJUSTING TO NEW SITUATION

Figure 1: Natural gas flows in the European market, first half 2022 vs first half 2021
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RUSSIA LNG terminals still have sparse
capacity
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@ GAS DEMAND REDUCTION IN THE
REGION

Industry
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Power
Y-t-d
August

Y-t-d August
-14% -35%
-25% -48%
-24% -38%

Y-t-d August

-1% -9%
-4% -17%
-4% -5%
BG (o¥4
21% -1%
7% 13%

Strong decline in industrial gas
consumption

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

HU PL RO Sl SK
40% 4% -18% 9% 16%
43% -6% -49% 13% -20%

-43%
-64%

Very mixed picture in the power sector
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- ELECTRICITY SUPPLY CURVE
MOVED LEFT AND UP - AND
, MAYBE DEMAND MOVED RIGHT

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

* Hydro another 3%

-> Higher gas and coal consumption despit
higher fuel prices

»

2021

2022

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

RES NPP lignite coal gas

e Y-t-d: DE elec demand decreased by <1%

-> possibly, demand curve shifted right
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@ PRICES ALREADY SOMEWHAT
@ “NORMALISED”

Electricity Gas -> Can we relax?
- Prices are gradually
Mon 19.9 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?
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INTERVENTIONS IN THE PRICE
MECHANISM - ISSUES TO BE
AVOIDED

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

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

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

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

Mute long-term investment signals -> not increase risk/capital cost for future investors
Ignoring the complexity of legacy contracts

Ignoring differences between member states -> improve situation for everyone, avoid
massive transfers




o DILEMA IN THE INTERNAL MARKET
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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

e Massive incentives to free-ride, beggar-thy-neighbour and wait-and-see
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- SUBSIDIES FOR ENERGY CONSUMPTION IN
MANY EU COUNTRIES

, National support schemes for households and firms

@ #EUSEW2022 Source: Bruegel




o Proposal: A “soft” Price Cap
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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!  oveme e e
They commit to coordinate to ... B cmergency ool
* 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.
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EXTENDED PROGRAMME

19-2% SEPTEMBER 2022

Going green and digital for Europe’s energy transition
#EUSEW2022
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