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1) Context

The global gas market' is tight and will remain tight for the foreseeable future due to several
factors, among others:

- Global natural gas consumption hit a record high in 2024 and is expected to grow
further in 2025, driven by the expansion of Asian markets.

- The Commission’s intention to halt all Russian gas imports, still 13% of EU demand
(~15 bcm), further increases the EU's LNG import needs.

- "In Europe, slow wind speeds in the first half of November 2024 led to a sharp decline in
wind power output y-o-y. Gas-fired power plants played a key role in providing backup
to the power system by increasing their output by nearly 80% y-o-y. Higher gas demand
was primarily met through larger storage withdrawals."* This has led to EU storage levels
being down 15 bcm y-o-y at the beginning of 2025.

- Global gas supply will remain tight due to below-average growth in LNG with only 2
LNG projects coming online in 2025 (Plaquemines 2 and Corpus Christi, ~25 bcm).

Hence gas prices in the summer of GY 2025 will be significantly influenced by the above

mentioned factors, particularly in the case of supply disruptions and extended cold spells
which could further tighten the European market for the rest of 2025.

Paradoxical situation in valueing storage in the market - The more storage is used during
the winter, the lower its market value becomes for the following year.

Below-average storage levels at the end of winter typically lead to a higher need for injections
during the following summer, exerting upward pressure on summer gas prices. This leads to a
narrowing summer-winter spread for the following storage year, thereby reducing the
immediate to short-term financial value of storage for Traders. Thus, heavy storage
withdrawals in the current winter led to a refilling risk for the following year, with the paradox
that this is not reflected by corresponding increased forward winter prices.

This effect has been observed in past years when low storage levels at the end of the heating
season resulted in higher injection demand from storage sites, such as in 2017, 2018, 2022,
2025. Conversely, the opposite effect (positive S/W spreads) was assessed in the years with
high storage levels before the winter, as seen recently in 2023.

1 Gas Market Report, Q1-2025 — Analysis - IEA
2 Executive summary — Gas Market Report, Q1-2025 — Analysis - [EA
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From these elements we can conclude that summer prices are pushed upward by several
factors simultaneously:

- the EU's intention to fully eradicate all Russian gas supplies (~15 bcm y-o0-y),

- the global LNG market only expanding with 25 bcm, while global market demand is
increasing, indicating that current market tightness will remain for the next couple of
years,

- the current below-average storage levels, (~15 bcm y-o-y),

- and global geopolitical instability.

This is further compounded by the fact that the offer-demand curve in the energy market is
rather inelastic, meaning that under current tight market conditions prices will structurally
remain higher per definition until further LNG liquefaction capacity comes online and relaxes
the global gas market.

Coming back to storages, having no injection obligations could potentially relax summer
prices. However, considering short and mid-term market tightness, if storages are not filled by
winter, we may very well witness (high) price volatility and exponentially higher prices. An
effect that can be further exacerbated if Europe does not manage to attract sufficient spot
LNG to compensate for the volumes not injected into storages during the filling season. The
subsidy costs of the crisis that hit in 2022 provide an example of the scale of market volatility
and increased energy prices in both the gas and electricity markets if storages are not
adequately filled.

In 2022, European countries collectively spent around €187 billion on subsidies and measures
to mitigate the impact of the energy crisis®. This funding was used to help households and
businesses cope with rising energy prices, including direct financial support, tax credits, and
utility bailouts. Germany, for example, allocated over €60 billion to combat rising energy
costs, including a one-off energy allowance for workers and support for low-income families.
Other countries, like Italy and the UK, also introduced various subsidies and financial aids to
help their citizens manage the increased energy expenses”.

2) The need for storage flexibility for the electricity system

Supply and offtake patterns are changing. The decline in supply-side flexibility (Phase-out
of Russian pipeline gas, Norwegian pipeline imports run flat at maximum rate, the Groningen
field — a swing supplier- has been closed, LNG spot market is still accessible but at extremely
high premium), requires increased flexibility from storages and LNG terminals, working in
tandem to complement each other.

3 Energy subsidies report shows progress in 2023 - European Commission
4 EU energy prices: How are governments helping households? | World Economic Forum
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Periods of "Dunkelflaute” will increasingly require flexible peak withdrawal capacity from
storages to feed gas-fired power plants to run and deliver the needed electricity, in a less
predictable manner. The “"Dunkelflaute” at the end of last year highlighted the close connection
between wind variability and gas flexibility. While power from wind dropped down, gas-fired
power increased by 80% in November 2024 to provide flexiblity in the system. At this time, gas
storage withdrawals played a key role in ensuring Security of Supply.

This flexible peak withdrawal capacity need, from storages and LNG terminals, will grow in
tandem with intermittent renewable electricity generation. Indeed, for example Germany is
promoting the construction of hydrogen-ready gas-fired power plants to replace coal-fired
power plants and generate electricity when renewable energies are not available.

Thus the necessary phase-out of coal and the rapid expansion of renewables, result in
unpredictable gas demand, both in terms of size and duration. While power plants have
become more resilient to peak gas prices than previously, this shift adds a risk premium to
gas prices, reflecting the heightened uncertainty in demand dynamics.

Both gas and electricity systems require more flexible and secure storage options to address
both seasonal fluctuations, cold spells, and the growing need for within-day fluctuations -
specifically for gas-fired powerplants.

Any shortfall in the required stored energy volume could have ripple effects on the electricity
system, and conversely, disruptions in the electricity system could affect energy storage
operations. This interdependency would further complicate efforts to maintain stability across
energy networks, increasing the challenge of balancing supply and demand and ensuring
overall system reliability and resilience against potential disruptions.

Long-term regulatory stability is essential to ensure that storage can play a crucial role in
balancing supply and demand, enhancing energy security, mitigating price spikes, and
enabling an affordable transition to cleaner energy sources.

3) EU-wide SoS measures need long-term visibility

A more comprehensive long-term regulatory view would provide the necessary incentives and
clarity to ensure that storage remains a reliable partner and key asset in energy market
dynamics, particularly in a landscape that may become increasingly reliant on renewable
energy sources while supporting electrification. EU-wide SoS measures need a more forward-
looking long-term legislative strategy of the European Commission to prevent risks to security
of natural gas supply and ensure long-term visibility.
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Recommendation on adapting the EU SoS Regulation and Gas Storage Regulation

The EU target should be considered with a more flexible approach by alleviating the
intermediary filling targets at specific intervals and also, allowing an extension for the final
filling deadline or required filling level, based on their respective storage-related SoS measures
and national specificities. This would enable the adoption of more dynamic targets. These
national storage requirements should be submitted to the European Commission based on
criteria set out by the Commission. This would allow combining a top-down and bottom-up
approach, reconciling the Commission’s interests and those of the Member States.

We propose the following principles:

e Dynamic targets, rather than strict fixed refilling deadlines, should be promoted to
prevent negative impacts on wholesale prices — as strict deadlines may encourage
speculation and drive-up prices which further destroy storage value. For example,
market interventions as recently seen in Germany further decreased the SW-Spread
around the date of the announcement;

e Security of supply standards (“Supply Standard") should provide the necessary legal
certainty to ensure that the gas supply contracts to final customers are backed by firm
physical instruments such as gas in storage. Member States should establish measures
that will, in an effective and proportionate manner, ensure that natural gas
undertakings comply with such a standard, including the obligation to establish
penalties on suppliers or the withdrawal of a commercial supply license;

e A common and higher supply standard across Member States should be considered at
EU level. Storage obligations currently available only to “protected customers” should
be extended EU-wide to include all customers benefitting from SoS, including small or
medium-sized enterprises or industrial installations that are not able to switch to
alternative fuels, gas-fired power plants and district heating companies to the extent
that it delivers heating to household customers;

e To ensure the filling of storage facilities, we call for permanent storage-related SOS
measures, as described in the current EU legislation (“Toolbox"), to capture the
insurance and system value of gas storage. Market-based pricing should be maintained
and generalised in order to ensure that gas storage is allocated efficiently along with
some regulatory measures to facilitate cost recovery for the socially optimum level of
storage in the transition toward a market-based decarbonised system.

The European framework for security of supply requires a substantial revision, with a focus on
integrating affordability concerns and conducting a thorough risk assessment at EU level. In
particular, greater attention should be given to the role of storage in ensuring both long-term
energy supply security and energy system resilience.
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