TSOs’ and hub/market operators’ views on barriers 
Within the scope of the work stream on hub liquidity and efficient transmission of gas between hubs of North and North-West regional energy market (REM) project, a questionnaire on “barriers to trade at hubs” has been sent to market and hub operators, as well as TSOs.

Based on the received answers
 to this questionnaire, this paper aims at summarizing the market and hub operators’ and TSOs’ view on the most important barriers to the development of liquidity and efficient trade of gas at gas hubs and transmission between hubs.

The lack of sellers of gas (and in some case the lack of buyers of gas), the lack of market makers and the presence of one or a few dominant players on most of the existing markets is generally seen by hub/market operators as barriers to the development of market liquidity. Long term sales contracts, if they lock the market for new entrants, may also be considered as a barrier to the development of market liquidity.
Even if liquidity is considered as an outcome issue, the low liquidity and market depth of some hubs, the lack of market volumes constitute a clear barrier to the further development of liquidity. New entrants are often reluctant to participate in a low liquidity market - this “chicken and egg” issue is particularly true for traded markets and is difficult to overcome.
In some cases the absence of an anonymous trading facility is considered as a barrier to efficient trade of gas.

Finally, the lack of access to primary capacity, and to a lesser extent secondary capacity, to and from hubs on the continent is considered a barrier. Also, the non compatibility of gas quality in some of the different national markets is considered as a barrier to transmission of gas between hubs.
How to overcome barriers 

Hub/market liquidity will easily grow if other parts of a so-called "right market environment" from the start are present, e.g. many independent buyers and sellers. It is more difficult to try to develop liquidity in a market where only a few players are active, where there are no willing buyers or where one player is too dominant. Therefore, focus should be given to the creation of the right market environment by increasing the number of buyers and sellers. Also, the right framework conditions, e.g. easy access to primary capacity and well-functioning market places,  especially for new entrants, support the development of liquidity.
In order to facilitate gas trading markets within Europe, it might be necessary to consider the facilitation of hubs by each TSO (or Member State) thus potentially increasing the level of gas trading. The hubs should be easily reachable by as many potential market players as possible, and therefore trade between hubs should also be facilitated.
The involvement of one or more market makers/liquidity providers or the creation of new services (e.g. anonymous trading facility) can help to stimulate an emerging liquidity but will not, as such, be a sole guarantee for a well-functioning market if there is not a possibility for many buyers and sellers to reach the hub.
Similarly, a step by step and careful implementation of market-based balancing regimes can help to stimulate liquidity. Nevertheless, in order to avoid excessive price variations or price manipulations, this is only conceivable if there are enough potential buyers and sellers of flexibility in the market area.
The facilitation of capacity booking between hubs (and countries) and the facilitation of secondary capacity markets can help to improve capacity utilisation to and from hubs or between hubs and increase the overall system efficiency. Under the "capacity" work stream in the REM it is currently analysed for the points Ellund and Bunde Oude Statenzijl, if coordinated auctions for day-ahead capacity is a possible way to allocate capacity in the case of bottlenecks.  
Finally, it is obvious that the harmonization of gas quality is a necessary step in order to enable efficient trade of gas between hubs.
� 8 companies answered the questionnaire
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