
Brexit may impact UK-EU gas tariffs, 
premiums - sources

He added that while the UK was a net exporter of gas 
to the Europe last summer, if tariffs were to be 
considered, the EU would still have a stronger 
negotiating hand than the UK, given the higher 
flexibility offered by net winter exports relative to net 
summer exports.

In the gas summer 2016, Interconnector flows swung 
by a daily average of 4 million cubic metres (mcm)/
day, while in the gas winter so far the average daily 
swing has been 50% greater, according to data from 
IUK.

This shows the greater day-to-day flexibility offered in 
the winter months. The UK was a net exporter in the 
summer months given the huge volume of LNG 
arriving at the NBP over the period and the full 
restriction on injections into Rough during the third 
quarter. 

Currency volatility

“Irrespective of what happens with tariffs, we are 
already seeing the impact of the Brexit vote on the 
NBP premium. The biggest impact has been 
currency,” the trader said. “The pound’s loss in value 
has made continental gas more expensive in Britain, 
and this is likely to continue”.

A second trader agreed that currency had contributed 
to the higher spread, adding that it is possible that 
new costs associated with taxes or tariffs could lift the 
spread further in the months ahead.

In the gas winter so far, the NBP Day-ahead premium 
to the Dutch TTF has averaged €0.80/MWh at 
trading-session closes, more than double the average 
premium of €0.30/MWh in the same period last year.
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Changes to the way gas transmission tariffs are set 
as a result of Britain’s exit from the EU, as well as 
continued currency volatility, could impact the price 
differential between the British NBP and the Dutch 
TTF market, although market sources are mixed 
about the extent of this.

The Oxford Institute of Energy Studies warned in a 
report published on 30 January that EU transmission 
system operators could opt to impose additional fees 
on UK-EU pipelines as a result of Brexit.

Tariffs

Long-term contracts on the Belgium-Britain IUK and 
Netherlands-Britain BBL interconnectors will come to 
an end in 2018 and 2022 respectively. The OIES 
report said that the way these interconnectors are 
regulated in the coming years could be key to 
determining Brexit’s impact on the gas markets.

“Some countries in Europe could be tempted to 
impose severe and costly regulation on EU-UK 
pipelines to push up energy prices in the UK 
allowing de facto the EU to be slightly more 
competitive,” the report said.

“It is possible that the EU could add some fees (at 
EU transmission system operator level) or taxes 
when piped gas is exported to the UK, with little risk 
of retaliation as the UK is now an energy importer.”

In 2016, the UK exported a net total of 51.7TWh 
through the Interconnector, according to data from 
pipe operator IUK.

High UK gas exports to the European mainland in 
the summer months suggest it could be counter-
intuitive for the EU to impose tariffs, Nick Campbell, 
analyst at Inspired Energy, said.

“LNG is the elephant in the room as the UK has just 
about the best infrastructure. The UK could retaliate 
and place a tax on exports which the Europeans rely 
on in the summer in particular, in order to fill their 
storage facilities,” he said.

A UK-based consultant also noted that while it was 
possible the EU could impose tariffs, doing so would 
mean that the costs were passed on to Ireland, 
which would still be an EU member state after Britain 
leaves.

Winter flexibility

Tariffs would run completely counter to the EU’s 
aims under the third energy package, but the current 
chaotic state of politics means that nothing can be 
ruled out, a trader said.

This follows a 15% drop in the value of the pound 
against the euro between 1 October 2015 and 1 
October 2016, which has made continental gas 
relatively more expensive.

Traders polled by ICIS also noted that liquidity at the 
NBP, which has been in sharp decline since the Brexit 
vote, could continue to fall in the months ahead, 
leading to an increase in volatility at the British hub. 
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Request a FREE sample report

This market update is part of the ICIS European Spot Gas Markets (ESGM) daily 
report which provides you with the latest prices, news and expert analysis on 
the current day’s trading. This comprehensive service is essential for industry 
participants, offering insights into key gas hubs, as well as a holistic view of 
regional conditions and the market outlook.

With two decades of expertise in price reporting for natural gas, the ESGM is the 
most widely used report, with Heren indices and price assessments being used as a 
benchmark for decades.

We publish independent price assessments and Heren indices for the British NBP, 
Dutch TTF, German NCG and GASPOOL, Belgian Zeebrugge and ZTP, French 
PEG Nord and TRS, Italian PSV, Austrian VTP, Czech VTP, Spanish PVB, Slovak 
VTP and Turkey markets.

Stay informed on the European Spot Gas Markets

Request a FREE sample report

Other essential resources from ICIS include:

Request a FREE sample report

European Gas Markets
This report provides a fortnightly roundup of the latest prices and developments in Europe’s 
natural gas markets. With comprehensive insights into hot topics and issues shaping the 
industry, and a strong focus on supplier countries and routes, it’s a must-read for market 
participants wanting to stay ahead of their competitors.

Continental Gas Snapshot
The daily digest of the European gas market helps you stay ahead of the latest prices and 
developments in key European gas markets. With price assessments and Heren indices for 
the Dutch TTF and Belgian Zeebrugge hubs, as well as expert commentary on market drivers 
across Europe, it’s an essential read for international gas players and analysts.

http://www.icis.com/energy/gas/europe/european-spot-gas-markets/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-esgm_market_highlights|sample_report&sfid=701w0000001JwQ6
http://www.icis.com/energy/gas/europe/european-gas-markets/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-egm_market_highlights|sample_report&sfid=701w0000001JwQB
http://www.icis.com/energy/channel-info-about/continental-gas-snapshot/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-cgs_market_highlights|sample_report&sfid=701w0000001JwQa



