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Dear all,

Happy New Year, and welcome to the February 2026 issue of the EU-China Energy Magazine. As we step into the Year of the Horse - a symbol of energy, speed, and persistence - I would like to extend my warmest greetings to all our colleagues and partners. May this year bring a swift pace to our shared energy transition and a galloping success to our collaborative efforts!

This issue arrives at a pivotal moment, as China prepares to publish its 15th Five-Year Plan (2026–2030) this March. We explore five critical climate questions that will help us understand how clean-energy targets might be upgraded or whether an absolute cap on coal consumption is finally on the horizon. On the European side, we dive into the new Grids Package. With electricity grids increasingly identified as the primary bottleneck to the energy transition, we examine whether new legislative initiatives have the power to accelerate the build-out of cross-border connections and to reform permitting processes in time to avoid a climate catastrophe.

Our featured articles this month also highlight the practical ‘how-to’ of the transition, beginning with a look at industrial transformation. We examine how industrial clusters, such as the Port of Rotterdam and the Chifeng Net Zero Industrial Park, are pooling resources to reduce risks for hard-to-abate sectors. We also consider manufacturing resilience, offering an analysis of Europe’s solid foundation in battery and EV manufacturing, in a challenge to prevailing narratives and a demonstration of the power of stable regulatory signals. Finally, we cover the technical and social dimensions of decarbonisation and affordability, ranging from the competitiveness of electrifying low-temperature industrial heat to the role of "One-Stop Shops" in making energy renovations affordable for EU households.

I hope you find the insights in this issue both pragmatic and full of inspiration for the year ahead. Wishing you a prosperous and energetic Year of the Horse from all of us here at ECECP!

Dr Flora Kan

ECECP Team Leader
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1.  ​ News in brief
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European News

# Policy Initiatives 

EU: Grids Package to modernise grid infrastructure for Energy Transition

On 9 December 2025, the European Commission set out proposals for a ‘European Grids Package’ that is intended to modernise the continent’s energy infrastructure, lower bills, and secure energy independence. The comprehensive set of initiatives aims to integrate fragmented national markets into a cohesive European network through infrastructure planning, accelerated permitting and improved cross-border cost-sharing. To fund the grid infrastructure expansion, the Commission has proposed a five-fold increase in the Connecting Europe Facility (CEF) budget to EUR 29.91 billion for 2028-34. Additionally, eight urgently-needed strategic ‘Energy Highways’ have been identified that will fast-track essential connections, aiming to deliver affordable energy and secure industrial competitiveness.

EU: Commission strengthens the Carbon Border Adjustment Mechanism

On 16 December 2025, the European Commission proposed measures to reinforce the Carbon Border Adjustment Mechanism (CBAM), closing loopholes and preventing circumvention. Responding to industry feedback, the scope of CBAM will expand from 1 January 2028 to cover 180 steel and aluminium-intensive downstream products, such as machinery and appliances. This will ensure that emissions are reduced globally rather than merely relocated to countries with weaker climate policies. To protect EU producers from carbon leakage, a temporary support scheme will be introduced, reimbursing a portion of carbon costs for vulnerable sectors. Additionally, the proposal includes provisions for recognising equivalent carbon pricing in partner countries and simplifying compliance, ensuring a fair and competitive environment as the CBAM adjustment is progressively phased in from 1 January 2026.

EU: Russian gas ban officially comes into force

The European Union has codified its commitment to energy sovereignty with the publication of the REPowerEU gas regulation (EU/2026/261). This historic legislation came into force on 3 February 2026, and mandates a complete phase-out of Russian natural gas imports by 2027. Alongside this gas ban, the Commission released a statement (EU/2026/268) signaling an imminent legislative proposal to ban Russian oil imports. This parallel measure is expected to be tabled in early 2026, with a hard deadline to cease all oil inflows from Russia no later than 2027, so completing the EU’s decoupling from Russian fossil fuels.

North Sea nations pledge enhanced cooperation for offshore wind and hydrogen

At the 2026 North Sea Summit in Hamburg, Ireland, France, Belgium, The Netherlands, Luxembourg, Germany, Denmark, Norway, Iceland and the UK signed the Hamburg Declaration, committing to develop 100 GW of joint offshore wind capacity. This landmark pact aims to mobilize EUR 1 trillion in investment, doubling down on home-grown renewables and hydrogen to secure European energy independence. Key actions include de-risking cross-border grid projects, streamlining permitting, and protecting infrastructure from cyber and physical threats. The agreement targets 300 GW of offshore wind by 2050, potentially saving Europe EUR 70 billion annually in fossil fuel imports, while creating over 91 000 new jobs. Implementation will be coordinated by the North Seas Energy Cooperation (NSEC) group.

Germany launches new EV purchase subsidies 

The German government has introduced a new subsidy programme for electric vehicles (EVs), targeting households with a taxable income under EUR 80 000. Eligible families can receive up to EUR 6 000 for towards hybrid or fully electric cars. The decision to include plug-in hybrids in the scheme has been criticized by environmentalists. The coalition aims to support 800 000 EV purchases over the next three to four years: adoption currently lags well behind Germany’s 2030 target of 15 million vehicles.

# Market & Business 

EU: Buyer phase launched for Hydrogen Mechanism

The European Commission has launched a new phase of the Hydrogen Mechanism (under the EU Energy and Raw Materials Platform), inviting European buyers to review supply offers from over 260 projects before 20 March 2026. The Hydrogen Mechanism connects off-takers with suppliers of renewable and low-carbon hydrogen and derivatives, including ammonia and e-fuels. The buyer phase follows strong supplier participation, with hundreds of hydrogen projects submitting offers. The initiative aims to accelerate hydrogen market development, support industrial decarbonisation, and strengthen Europe’s energy security and competitiveness through coordinated matching of demand and supply.

EU: World first voluntary standard set for permanent carbon removals

The European Commission has adopted the first certification methodologies under the Carbon Removals and Carbon Farming (CRCF) Regulation, marking a major step towards establishing a credible EU framework for permanent removal of carbon from the atmosphere. The new voluntary rules cover three technologically mature pathways—direct air capture with storage (DACCS), biogenic carbon capture and storage (BioCCS), and biochar carbon removal—setting out clear criteria for quantification, permanence, risk management and liability. Designed to address greenwashing concerns, the framework provides long-awaited regulatory clarity to encourage private investment in carbon removal technologies. The first projects are expected to apply for EU certification in the coming months, while additional methodologies for carbon farming and carbon storage in bio-based construction products are due to follow.

EU: Wind and solar overtake fossil fuels in 2025 power mix

For the first time, wind and solar power generated more electricity than fossil fuels in the EU during 2025, according to a new report from energy think tank Ember. The two renewable sources accounted for 30% of the bloc’s electricity, narrowly surpassing fossil fuels at 29%. This milestone was driven by a surge in solar capacity, which grew by over 20% for the fourth consecutive year, and which now supplies 13% of the EU’s power. While gas generation saw a temporary 8% rise due to lower hydropower output, coal collapsed to a historic low of 9.2%. Overall, renewables provided nearly half (48%) of the EU’s electricity, marking a structural shift towards clean energy despite weather-related challenges.

EU: Battery storage market hits new peak in 2025

The EU’s battery energy storage market entered a new phase of maturity in 2025, deploying a record 27.1 GWh of new capacity, a 45% increase from the previous year. According to SolarPower Europe’s EU Battery Storage Market Review 2025, this marks the 12th consecutive year of growth: for the first time, utility-scale installations outpaced the residential sector. Italy led the utility-scale market, followed by a growing merchant sector in Germany. Despite these gains, the report warns that the current pace of development is too slow to meet the EU’s target of 750 GWh of cumulative capacity by 2030. Challenges such as regulatory barriers, grid connection delays and skill shortages continue to hamper deployment across all sectors.

Netherlands: New government pledges CfD scheme for offshore wind

The new Dutch government has announced plans to implement a Contracts for Difference (CfD) scheme to secure 40 GW of offshore wind capacity by 2040. This policy shift follows the failure of the subsidy-free 1 GW Nederwiek 1-A tender in 2025, which attracted no bids. To restore investor confidence, a new 1 GW tender for IJmuiden Ver Gamma-A, backed by state support, is scheduled for September 2026. In parallel, the administration will introduce a Grid Congestion Act to accelerate permitting and allow intervention in stalled projects. The SDE++ renewable subsidy programme will also be expanded, with six additional tender rounds, signalling a renewed commitment to overcoming development delays and grid bottlenecks.

Germany: New instantaneous reserve market opens for storage

Germany has introduced a market-based mechanism for procuring instantaneous reserve. This service, which balances grid frequency within milliseconds of a disturbance, was previously provided inherently by the rotating mass of fossil fuel power plants at no cost. For the first time, inverter-based assets, particularly battery energy storage systems (BESS) with grid-forming technology can compete alongside conventional power plants by offering this service. By opening this market, Germany aims to create new revenue streams for flexibility assets and support grid stability as coal and gas plants are phased out.

# Technology & Innovation 

Finland: First industrial-scale sand-based thermal storage 

Finnish cleantech startup TheStorage has commissioned its first industrial-scale sand-based thermal storage system at a brewery. Installed in January 2026, the pilot converts renewable electricity into heat, allowing the brewery to replace fossil fuels with renewable steam independent of real-time electricity prices. The system circulates sand between insulated silos, heating it to 800°C with electricity before passing it through an external heat exchanger to generate steam with ten times the efficiency of conventional static storage. Scalable from 20 to 500 MWh, the company claims this solution can reduce industrial energy costs by up to 70% and carbon emissions by 90%.

Germany: Startup installs world's first flameless hydrogen heating system

German start-up HYTING has commissioned the world’s first catalytic hydrogen air-heating system at a customer site in Offenbach, marking a practical milestone for hydrogen-based heating. The 10 kW system uses a flameless catalytic process to generate heat with hydrogen and oxygen, producing only water vapour and no carbon emissions, and operates safely below flammable hydrogen concentrations. Integrated with a heat pump, the hybrid setup delivers peak heat efficiently for commercial spaces, offering a potential low-carbon alternative to conventional natural gas heating. 

# Projects & Investments 

EU: 235 cross-border energy projects endorsed to boost interconnectivity

The European Commission has adopted a new list of 235 Projects of Common Interest (PCIs) and Projects of Mutual Interest (PMIs) to bolster cross-border energy infrastructure. This is the second project list under the revised TEN-E Regulation, which prioritises low-carbon and resilient systems to fuel EU’s clean future. The list includes 113 electricity projects essential for integrating renewables, 100 hydrogen and electrolyser initiatives, and 17 carbon transport projects. These developments are crucial for meeting the EU's 2040 climate goals, which require an estimated EUR 1.5 trillion investment in energy grids. The selected projects will benefit from accelerated permitting and eligibility for Connecting Europe Facility (CEF) funding, reinforcing the EU's drive toward a decarbonised and secure Energy Union.

EU: Six renewable hydrogen projects secure EUR 270 million from Innovation Fund

Six projects selected under the EU’s 2024 Innovation Fund hydrogen auction have signed grant agreements, securing EUR 270.6 million to scale up renewable hydrogen production. The projects, located in Spain, Finland and Norway, will install over 380 MW of electrolyser capacity and are expected to produce around 500 kilotonnes of renewable hydrogen over ten years. Two projects will supply hydrogen to the shipping industry. Funded through EU Emissions Trading System revenues, the scheme helps bridge the cost gap between renewable hydrogen production and market prices, supporting decarbonisation in hard-to-abate sectors such as chemicals, shipping and heavy transport, while cutting an estimated 3.4 million tonnes of CO₂ emissions.

EU: EUR 650 million to bolster cross-border energy infrastructure

The European Commission has approved nearly EUR 650 million in grants under the Connecting Europe Facility (CEF) to support 14 cross-border energy infrastructure projects, strengthening EU energy security and renewable integration. Around EUR 470 million will go to electricity infrastructure, including pumped-storage hydropower, smart grids, and measures to improve the cyber and physical resilience of critical infrastructure in the Baltic region. About EUR 176 million is allocated to hydrogen projects, largely for preparatory studies, with one flagship hydrogen storage project in Germany receiving the first-ever CEF funding for hydrogen construction works. The next CEF call for proposals for energy infrastructure is planned for the second quarter of 2026.

EU: EUR 3 billion boost for decarbonisation of buildings and road transport 

The European Commission and the European Investment Bank (EIB) has launched the ETS2 Frontloading Facility, unlocking EUR 3 billion to accelerate decarbonisation in buildings and road transport. This funding allows Member States to pre-finance clean energy programmes such as cleaner heating, energy efficiency upgrades, and zero-emission mobility, before the new emissions trading system (ETS2) officially begins in 2028. Targeting a socially fair transition, the initiative supports low- and middle-income households by making green solutions more affordable. It aligns with the Social Climate Fund, funding measures such as heat pump installation and expanded public transport. The facility aims to smooth the implementation of ETS2, ensuring economic efficiency while reducing energy demand and transport costs for citizens.

Germany and Denmark: New agreement for Bornholm Energy Island Offshore Wind Project

Germany and Denmark have reached a formal agreement to jointly develop the Bornholm Energy Island offshore wind project in the Baltic Sea

China News

# Policy Initiatives

New guidance to boost power grid development and renewable integration


Capacity pricing framework launched for grid-scale storage


New guidelines to establish energy meteorological service system


Zero-Carbon Factory Initiative to boost industrial decarbonisation 


New guidelines to promote industrial green microgrids


Ambitious target for 15 GW solar thermal power by 2030


Stricter EV battery recycling rules to apply from April 2026


# Market & Business

Wind and solar capacity tops 1.8 TW in 2025, extending lead over fossil power


New corporate climate reporting standard


Carbon footprint reporting for NEV batteries starts in 2026


China lowers battery scrap import duty to aid recycling sector


China to scrap export tax rebates for photovoltaic and battery products


China’s transformer exports surge in wake of global shortage


# Technology & Innovation

SPIC launches ‘Chuno’ battery system for long-duration storage


CATL and Changan unveil world's first mass-produced sodium-ion EV


Launch of world's largest liquid-air energy storage project


Completion of first full-scale underwater pumped storage trial


# Projects & Investments

First batch of 52 national zero-carbon industrial parks is unveiled


SGCC to invest CNY 4 trillion in power grid upgrades 


Large compressed-air energy storage project enters full implementation


Steel maker Baowu lanches 1.5 GW offshore wind-hydrogen project
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