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Preliminary considerations

• The EU gas market can be broadly split into two segments
• The gas produced in the EU or imported into the EU via pipelines (‘pipeline gas’)
• The gas imported into the EU as LNG

• There are limited opportunities for external pipeline exporters into the 
EU to redirect the gas destined to the EU or to liquefy and export it as 
LNG

• The EU has a limited ability to influence the international LNG market
• There might be regulatory tools to intervene on the price of pipeline gas 

in the EU
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A two-part strategy

1. The adoption of 
measure(s) to contain 
the price of pipeline 
gas traded in the EU

2. The organisation of auctions for sourcing LNG for the EU on the global 
market

1.a. The regulatory use of technical 
functionalities of gas exchanges, such as the 
Interval Price Limits (IPL) of ICE, to steer the 

price of gas traded on these exchanges 
downwards

1.b. A regulatory mandate to TSOs to sell/buy 
gas in the balancing mechanism at a predefined 

price or price range
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1.a. Containing the price of pipeline gas in the EU
Using technical functionalities of gas exchanges

Using gas exchanges’ technical functionalities (e.g. Interval Price Limits) 
to guide the gas price down

Spot gas trading will clear at prices within the 
allowed range, which is gradually moved downwards

Long-term contracts indexed to the spot price would 
eventually align to the capped price

If the limits apply only to gas traded on Organised 
Market Places, possible leakage to the OTC market
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Cap on the price of balancing gas

TSOs to offer unlimited quantities of gas in the 
balancing market at a predefined price or price range

No market participant would buy/sell gas on the spot 
market above/below the predefined price or price range

However the 
imposition of a 

predefined price 
may reduce the 

supply of 
pipeline gas to 

the EU, 
leading to 

‘missing gas’ 
volumes

Long-term contracts indexed to the spot price would 
eventually align to the predefined price or price range

The price of spot trading would therefore align to the 
predefined price or price range

1b. Containing the price of pipeline gas in the EU
Using the balancing mechanism



6

2. A possible approach for a EU gas price cap

Dealing with possible ‘missing gas’ volumes

Energy saving measures are introduced to 
minimise the ‘missing gas’ volumes

A Single Buyer entity  will procure any ‘missing 
gas’ volumes on the LNG market through auctions

The cost of the premia paid on LNG is recovered 
through regulation

LNG suppliers bid the price premium with respect 
to the predefined price or price range
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For more details
FSR Policy Brief 2022/49 September 2022

Capping the European price of gas 
by Alberto Pototschnig and Ilaria Conti
https://fsr.eui.eu/publications/?handle=1814/74868

FSR Policy Brief 2022/51 October 2022

Securing gas for Europe
(a follow up to the policy brief on Capping the 
European price of gas)
by Alberto Pototschnig and Ilaria Conti
https://fsr.eui.eu/publications/?handle=1814/74941

https://fsr.eui.eu/publications/?handle=1814/74868
https://fsr.eui.eu/publications/?handle=1814/74941


Thank you for your attention!
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