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Europe's gas and power concerns have been fading recently, 
driven by a fortuitous combination of a mild winter and lower 
demand for energy. This is good news. But the current gas 
prices are not low and Europe's gas supply remains fragile. 
Elevated energy prices are a significant contributor to inflation 
and a large drag on European growth for this year, at least. 
Global gas prices have been on a roller coaster for two years, 
well before Russia's invasion of Ukraine in February 2022. 
The European gas price benchmark was about € 17 in 
January 2021 and went above € 130 in December, to end the 
year at € 65. Ukraine's invasion in February 2022 pushed the 
price up a bit, but it is only in July last year that the price 
reached € 180, before literally exploding in August as it reached 
€ 342. Then gas prices started decreasing and eventually 
reached the current level of € 55, as shown in Chart 1. 

 
Chart 1: Europe gas prices - TTF natural gas futures (€/MWh). 

 

Source: Bloomberg, mBaer calculations. Dutch Title Transfer Facility (TTF) 
natural gas futures, in euros per megawatt hours (€/MWh) 

 
Small changes in supply have large effects on gas prices in 
the EU. Gas is trading in competitive markets and reflects the 
fragmented structure of the gas supply chain. Since last year 
prices incorporated EU and single countries' new measures 
including price caps, subsidies and import bans. 
Natural gas markets are fragmented on a global scale. They 
mainly rely on pipeline infrastructures, which do not allow 
arbitrage across regions. As Russia shut off the gas supply, 
Europe looked at liquefied natural gas (LNG) as a primary 
replacement option, but bottlenecks and congestions at 
northern European LNG terminals fueled the gas prices' spikes 
registered last summer. 
In turn, these elevated prices suppressed gas demand across 
Europe (demand destruction). According to Eurostat, the EU 
gas consumption dropped by about 20% during August- 
November 2022 compared to the previous five years average. 
Finally, the 4th warmest winter on record in north-west Europe 
reduced gas demand for heating purposes and led to the recent 

drop in gas prices, currently trading at about € 55. Importantly, 
high and volatile market prices will eventually encourage a 
more efficient use of electricity and expanded renewable 
power. Governments' interventions aimed at reducing levels 
and volatility of gas prices are not less ineffective than harmful. 

 
Fail to plan, plan to fail 
The conflict in Ukraine exposed Europe's dependence on 
Russia's energy supply. European governments had to step in 
and take emergency measures to secure alternative sources 
of energy and prevent high energy prices from damaging their 
economies. But replacing Russian gas capacity is coming at an 
exorbitant cost to the taxpayer. These measures are also 
reshaping the global energy markets' landscape. 
Not necessarily in this order, European governments stroke 
new natural gas deals, committed to new gas infrastructure 
investments, ramped-up coal usage, enforced voluntary gas 
demand reduction, introduced a ban on fuel imports from 
Russia, imposed caps on oil and gas prices and collected 
windfall profits from energy providers. 
Most of the gas shortfall has been replaced by higher imports 
of LNG and pipeline gas mostly from US, but also from Norway, 
Qatar, Azerbaijan and North Africa, among others. Europe's 
success in securing LNG supplies was also enabled by lower 
demand from China, still under Covid-induced lockdown. 
As a result, European gas reserves are currently at around 
80% capacity and on track to end the winter over 50% full, 
based on a simple comparison with the 2020 storage levels. 
EU governments also spent or earmarked some € 600bn in 
subsidies, tax reductions and other fiscal measures to shield 
consumers and firms from the rising energy costs. Germany 
alone has earmarked € 264bn. Crucially, the EU Commission 
estimated that around 70% of these measures are untargeted, 
as they benefit all or a very large share of the population. 
These massive fiscal policy measures are concerning. First, 
untargeted price measures will lower the price of gas, at a time 
when Europe needs to reduce consumption and needs to 
attract LNG suppliers. Second, businesses facing additional 
uncertainty about gas price levels are likely to delay their 
investments. Third, governments' largesse may add to further 
inflation pressures, eventually forcing the ECB to tighten policy 
even more. Importantly, higher interest rates will inevitably lead 
to higher debt burdens and lower growth. 
The energy crisis is far from over. Europe is on a costly and 
long path to substituting away from Russian energy. EU 
measures and market interventions have been successful so 
far, but risk causing long-term harm to Europe's growth. 
Winter may yet be coming. 
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Investment Office Team 
Francesco Mandalà, CIO, joined MBaer Merchant Bank in February 2021. His background is in 
Economics and Financial Engineering, and his competencies are portfolio management, fixed 
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worked at UBS and Julius Baer in various roles. Earlier, he was a Statistician at the European 
Central Bank (ECB) in Frankfurt and an Analyst at the Committee of European Banking 
Supervisors (CEBS) in London. He currently collaborates with the Swiss Finance Institute (SFI) 
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(Pavia University), an MSc in Economics & Econometrics (Southampton University), a BA in 
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With more than 10+ years of experience, he has gained broad insights within the financial 
services industry, focusing on multi-asset portfolio management, risk management, systematic 
investing, and global macro. Previously, Patrick worked for an investment management boutique 
as Head Investment Advisory and Senior Portfolio Manager. Among others, he was managing 
two award-winning investment strategies and was responsible for the cross-asset investment 
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Patrick holds an MBA from Insead and a Bachelor and Master's in Banking & Finance from the 
University of Zurich. Patrick is fluent in German and English. 
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departments; investment banking (Commerzbank, London), asset management (Salm-Salm & 
Partners, Frankfurt), deal advisory (KPMG, Paris & Mauritius) and wealth management (BNP 
Paribas, Paris). 

Thomas holds a Master in International Business from Paris Dauphine University specializing in 
commodities and a Master in Banking & Finance from Toulouse Business School. Thomas is 
fluent in French, English and German. 

 
 
 
 

Marcela Koljnrekaj joined MBaer Merchant Bank in March 2022 as a trainee and then she joined 
the CIO team. After completing her studies, she gained various professional experiences across 
various industries, including a logistics company, an insurance company, the accounting 
department of a school and the sales & marketing department of RTL Croatia. 

Marcela holds a Master of Economics Entrepreneurship with a focus on managerial 
communication, IT development, institutional investors' behavior and development of EU 
countries, Faculty of Organization and Informatics (University of Zagreb, Croatia). 

Marcela is fluent in Croatian and English and has good basic skills in German. 
 
 
 

Disclaimer 
 

This document is for information purposes only. It constitutes neither an offer nor a recommendation to purchase, hold or sell financial instruments or banking services, 
and does not release the recipient from carrying out their assessment. The recipient is recommended to check the information in terms of its compatibility with their 
circumstances and its legal, regulatory, tax and other consequences, possibly on the advice of a consultant. The data and information contained in this publication were 
prepared by MBaer Merchant Bank AG with the utmost care. However, MBaer Merchant Bank AG does not assume any liability for the correctness, completeness, reliability 
or topicality, or any liability for losses resulting from the use of this information. This document may not be reproduced in whole or in part without the written permission of 
MBaer Merchant Bank AG. 

 
Dieses Dokument dient ausschliesslich Informationszwecken. Es stellt weder ein Angebot noch eine Empfehlung zum Erwerb, Halten oder Verkauf von Finanzinstrumenten 
oder Bankdienstleistungen dar und entbindet den Empfänger nicht von seiner eigenen Beurteilung. Insbesondere ist dem Empfänger empfohlen, allenfalls unter Beizug 
eines Beraters, die Informationen in Bezug auf die Vereinbarkeit mit seinen eigenen Verhältnissen, auf juristische, regulatorische, steuerliche, u.a. Konsequenzen zu 
prüfen. Die in der vorliegenden Publikation enthaltenen Daten und Informationen wurden von der MBaer Merchant Bank AG unter grösster Sorgfalt zusammengestellt. Die 
MBaer Merchant Bank AG übernimmt jedoch keine Gewähr für deren Korrektheit, Vollständigkeit, Zuverlässigkeit und Aktualität und keine Haftung für Verluste, die aus 
der Verwendung dieser Informationen entstehen. Dieses Dokument darf weder ganz oder teilweise, ohne die schriftliche Genehmigung der MBaer Merchant Bank AG 
reproduziert werden. 
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