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Europe will need to decarbonise 
hard-to-electrify sectors whilst 
meeting tightening climate 
policies. As a drop-in, 
low-carbon fuel with scalable 
feedstocks, biomethane 
delivers immediate GHG 
reductions, supports 
energy security, and 
leverages existing gas 
infrastructure without
costly system 
overhauls.

Need for Biomethane
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European regulation is driving biomethane demand, but 
also redefining its value

− The shift by several European countries toward GHG-based transport 
mandates in 2025–2026 is reshaping biomethane value and demand, 
changing the relative attractiveness of biomethane produced from 
different feedstocks and across different markets

− With ETS 2 scheduled to commence in 2028, but subject to ongoing 
discussions on possible delays and design changes, there is growing 
uncertainty over future carbon-linked value for biomethane.

Divergent 
regulation across 

Europe

− Several countries are updating waste-classification rules and 
transposing tighter sustainability criteria under RED III, creating 
uncertainty over the long-term treatment and incentivisation of some 
biomethane feedstocks

− As subsidised plants approach Feed-in-Tariff expiry, whether 
unsubsidised production can scale to meet rising compliance-driven 
demand is becoming an increasingly important question

Supply potential 
and feedstock 

constraints

− The implementation of RED III in late 2025 and the ongoing rollout of 
FuelEU Maritime from January 2025 have tightened compliance 
requirements, pushing participants to reassess where future 
biomethane premiums will emerge

− Delays and uncertainty around Member State RED III transposition 
have created volatility in certificate values, making long-term pricing 
an area of uncertainty for producers and offtakers

Future pricing and 
market value 

across sectors
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AFRY has developed a model that maps supply to sectoral 
demand to derive market prices — AFRY assesses 

biomethane 
potential across 
manure, biowaste, 
and crop residues 

— AFRY has modelled 
the price drivers 
across road, 
maritime, blending 
and EU ETS 1 & 2 
demand sectors

— Sector-specific 
willingness to pay is 
matched to the 
supply curve to 
determine 
production and 
capture price
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EUROPEAN BIOMETHANE MODEL SUPPLY AND DEMAND PRICING CURVE
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AFRY’s H1 2026 Biomethane Report enhances the understanding of the European 
biomethane market and supports clients in its navigation

Value drivers
Although the prices in the road transport sector have historically been high, 
this demand only represents a small part of the overall market. This means 
that not all biomethane producers will be able to access these prices and are 
likely to end up serving other sectors with a lower WTP.

HIGHLIGHTS FROM OUR LATEST REPORT

Biomethane production outlook
The production of biomethane is not limited by feedstock availability, but 
rather by the willingness to pay (WTP) of the offtakers. The gap between this 
WTP and the production costs can lead to untapped production potential in 
the EU. There are also uncertainties around ETS 2 and future blending 
obligations which have the potential to drive more production.

EU targets
AFRY finds that the EU’s target of 35bcm/year of biomethane production by 
2030 is unlikely to be met, and the target is only projected to be met by 2050
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Contact us for more information

Lucy Field
Green Gases Expert
lucy.field@afry.com
UK
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ABOUT US

AFRY provides engineering, project 
management, and advisory 
services that enable the energy 
and industrial transition and 
strengthen resilience in society. 

With 18,000 experts worldwide, 
we combine a global reach with 
local insights and deep sector 
knowledge to make a lasting 
impact for generations to come.

Making Future

Gaia Stigliani
gaia.stigliani@afry.com
Italy

Julia Dupuy
julia.dupuy@afry.com
Iberia 

David Mercereau
david.mercereau@afry.com
France 

Clemens Hecker
clemens.hecker@afry.com
DACH 

Henna Poikolainen
henna.poikolainen@afry.com
Nordics 

Jakub Krochmal
jakub.krochmal@afry.com
Poland
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