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LNG EDGE: Q2 2018 TRADE FLOW REPORT
CHINA’S DEMAND REMAINS STRONG IN Q2 2018

EXPORTS: UP 7% TO 73.7M TONNES
Exports from global LNG producers in Q2 2018 increased 
7% on the year to 73.7m tonnes. Qatar and Australia 
retained their positions as the dominant global exporters, 
responsible for 18.8m tonnes and 15.1m tonnes 
respectively. Cameroon made its entry into the market, 
with the first cargo from its floating production unit leaving 
on the 141,000cbm Galicia Spirit in May and delivered to 
Jiangsu Rudong in China in June.

The figures show a 5% dip in global exports from the first 
quarter. This doesn’t necessarily reflect a fall in global 
production, but rather that producers can use storage tanks 
at their production facilities to provide some flexibility in 
loading dates and so target their highest export rates for 
the peak winter demand period. So the first quarter export 
figures would have been boosted by volumes stored from 
2017 production and only loaded in Q1 2018.

SUMMARY: 
Global LNG supplies in the second quarter of 2018 rose 
7% from the previous year as new projects boosted the 
output of major producers including the US, Australia 
and Russia. Cameroon’s floating production unit 
entered the market, but Malaysia continued to suffer a 
downturn after damage to a key pipeline.

Increased supply helped to feed the growing appetite 
of consumers. The key LNG import region of east 
Asia increased its intake by 10% year on year to reach 
43.3m tonnes in Q2 2018.

China has been at the centre of market attention after 
its unexpectedly large increase in demand over the past 
winter, when district heating systems switched from 
coal to gas to help tackle the air pollution affecting major 
cities. The country’s demand held firm in the second 
quarter of the year at 11.3m tonnes, up 40% year on year. 
It also fell back much less from the first quarter than its 
neighbours Japan and South Korea, prompting questions 
as to whether a strong summer could mean another 
strong demand winter to come.

The continued strength from China undoubtedly 
contributed to the bullish spot LNG market seen across 
the second quarter. Last year the global spot markets 
held largely steady from April to June, but this year 
east Asia spot prices moved sharply higher across the 
quarter, opening up a wide spread to European gas 
markets that spurred traders to plan reloads of storage 
tank volumes from Europe to the east.
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Qatar’s output was reasonably stable on the year. 
Australia’s exports were up 12% on the year, thanks to 
new facilities such as the 4.4m tonne per annum (mtpa) 
Wheatstone train one, which started-up in late 2017. 
Australia increased exports by 1.6m tonnes. 

The US showed the largest year-on-year gain in absolute 
terms, picking up 1.8m tonnes due to the start-up of the 4.5 
mtpa Sabine Pass train 4 in Q3 2017 and the 5.25 mtpa 
Cove Point train 1 in Q1 2018. Although production began 
at Cove Point in Maryland early in the first quarter, the first 
ship did not depart until 2 March 2018, on the 138,000cbm 
Gemmata, which delivered to the Dragon LNG terminal in 
the UK. The first long-term contract cargo from Cove Point 
to Japan left on the 177,000cbm LNG Sakura on 22 April, 
arriving at Negishi in Japan in May.

Russian exports were up by 1.4m tonnes due to the 
late 2017 entry into production of the Arctic Yamal LNG 
project, which was in active business from the first quarter 
onwards, with cargoes being delivered to Europe either for 
direct consumption there, or for transfer onto other ships 
for onwards transit elsewhere. Trinidad & Tobago gained 
600,000 tonnes on the year to 2.8m tonnes, with efforts 
being made to boost domestic production of feedgas for 
the country’s industries, including the start-up of production 
from the Starfish field in May 2018.

Papua New Guinea’s quarterly output of 1.6m tonnes 

was up 300,000 tonnes from the first quarter, though 
down on the previous year, as its operations began 
to return to normal in April after being halted by 
earthquake-related damage in late February. Malaysia’s 
output was down 13% on the year, with the country 
still affected by reduced gas flows after damage to the 
Sabah-Sarawak pipeline in January, while Nigeria’s 
exports fell by the same percentage.

IMPORTS: CHINA UP 40% ON YEAR
Chinese demand continued to drive growth in the key 
import region of east Asia in the second quarter. Total 
imports received by China, Japan, South Korea and 
Taiwan rose 10% year on year to 43.3m tonnes.

China took 11.3m tonnes in Q2 2018, up a huge 3.2m 
tonnes from the previous year. The year-on-year 
increase for Q2 2018 was 40%. This was a slower rate 
of growth than observed over the winter. Q4 had been 
up 50% on the year, and the Q1 gained 65%. But it 
remained a strong rate of increase.

Market watchers have noted in the past that China has 
a relatively low availability of gas storage facilities that 
could be used to import and store gas in summer to meet 
peak winter heating requirements. So the continued 
strong growth rate in Q2 2018, despite the lack of 
storage space, shows winter heating is not the only 
factor to watch.

EXPORTS BY COUNTRY
million tonnes % change

Export Country Q2 17 Q1 18 Q2 18 qtr-on-qtr yr-on-yr

Algeria  2.8  2.7  2.6 -4 -7 

Angola  0.8  1.0  1.2 20 50 

Australia  13.5  16.0  15.1 -6 12 

Brunei  1.6  1.8  1.4 -22 -13 

Cameroon  -    -    0.1 

Egypt  0.4  0.3  0.1 -67 -75 

Equatorial Guinea  0.9  0.8  0.8 0 -11 

Indonesia  4.1  4.7  4.6 -2 12 

Malaysia  6.2  6.4  5.4 -16 -13 

Nigeria  5.3  5.4  4.6 -15 -13 

Norway  0.6  1.1  1.1 0 83 

Oman  1.7  2.6  2.2 -15 29 

Papua New Guinea  2.0  1.3  1.6 23 -20 

Peru  0.9  0.7  1.2 71 33 

Qatar  19.1  19.4  18.8 -3 -2 

Russia  2.6  4.4  4.0 -9 54 

Trinidad & Tobago  2.2  3.0  2.8 -7 27 

United Arab Emirates  1.4  1.3  1.2 -8 -14 

United States  3.1  4.4  4.9 11 58 

Total  69.2  77.3  73.7 -5 7 

Note: Export tonnage rounded to one decimal place, % change calculated from rounded numbers.
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South Korea imported 9.5m tonnes in the second quarter, 
up by 1.5m tonnes on the year, the strongest absolute 
growth after China. While Japan remained the largest single 
importer in the quarter, taking in 17.9m tonnes, its demand 
was down 1.1m tonnes on the year, with likely causes 
including nuclear power restarts reducing the need for gas-
fired power generation. Some four nuclear power units have 
been brought back online in Japan so far this year, the latest 
being Kyushu Electric’s Genkai 4 facility in June.

The second fastest growing region in absolute terms was 
India/Pakistan/Bangladesh, where imports rose by 1.9m 
tonnes on the year to reach 7.6m tonnes. India gained 
some 1.2m tonnes on the year, while Pakistan rose 0.7m 
tonnes. Bangladesh received the 138,000cbm Excellence 
floating storage and regasification unit in April, taking up 
position at the port of Moheshkhali to act as the country’s 
first import facility.

Europe’s imports held fairly steady at 11.6m tonnes, up just 
5% on the year and 4% from the previous quarter. Europe 
is chiefly reliant on pipeline gas for its supplies. Although 
Europe’s demand for gas falls in the second quarter from 
the colder first quarter, availability of LNG for supply to 
Europe increases, because winter is also ending in Japan 

and South Korea, reducing competition for cargoes. There 
has been no sign yet of the much-debated flood of surplus 
LNG from new projects being dumped into Europe’s spot 
gas markets for last-minute sale.

PRICES: ASIA-EUROPE SPREAD WIDENS
The second quarter of 2017 saw spot LNG prices holding 
steady, with the ICIS East Asia Index (EAX) valued around 
$5.50-6.00/MMBtu across most of the period, holding a 
premium to European spot gas markets of around 60 cents 
to $1.00/MMBtu.

The market was much more bullish in 2018, with the EAX 
entering the second quarter at $7.20/MMBtu and soaring 
higher to a peak of $11.50/MMBtu in mid-June. The spot 
prices were closer to normal winter price levels, and were 
the highest spot prices seen in summer since 2014.

As discussed earlier in this report, demand from some 
growing consumers such as China, India and Pakistan 
remained strong, lending fundamental support to prices. 
Although Papua New Guinea was coming back on line, 
Malaysia’s Bintulu plant saw reduced production.

IMPORTS BY REGION

million tonnes % change

Import Region Q2 17 Q1 18 Q2 18 qtr-on-qtr yr-on-yr

Central/S America 4.7 2.5  4.7 88 0

E Asia 39.2 54.3  43.3 -20 10

Europe 11.0 11.2  11.6 4 5

India/Pakistan/Bangladesh 5.7 7.4  7.6 3 33

Middle East 4.2 1.6  2.6 63 -38

North America 0.4 0.8  0.2 -75 -50

SE Asia 3.0 2.4  3.3 38 10

Total  68.2  80.2  73.3 -9 7
Note: Export tonnage rounded to one decimal place, % change calculated from rounded numbers.
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The strength of the crude oil market was a key driver of the 
uptrend in east Asian gas prices. Crude was trading around 
$11.60-13.80/MMBtu in Q2 2018, compared with $7.80-
9.70/MMBtu the year before.

Many Asian companies still have substantial long-term 
import contracts linked to the price of oil. They can 
arbitrage between taking extra cargoes under the long-term 
oil-linked contracts and buying extra gas in the spot market. 
When oil is looking expensive, the spot volumes attract 
more competition, helping to pull up the price of the spot 
market towards long-term contract levels.

The EAX started to fall back after its mid-June peaks, 
ending the second quarter at $10.25/MMBtu. LNG spot 
trades are usually done some weeks ahead of the cargo 
delivery, to allow time for the logistics to be worked out, and 
so the trading activity for cargoes to cover peak summer 
air-conditioning demand can come a little before the actual 
peak temperatures hit. Industry price assessments also roll 
on the 16th day of the month, so the first period quoted until 
mid-June is for cargoes for July delivery, and by the second 
half of June the first price assessment has moved on to 
reflect August delivery.

European spot gas prices were driven by onshore pipeline 
gas fundamentals in the quarter, and held fairly steady 
compared to the EAX. Strong injections in the early weeks 
of the quarter helped fix a storage deficit left after the cold 
snap at the end of the last winter, reducing security of 
supply concerns.
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The price spread between the EAX and European gas 
markets, such as the UK NBP, widened from around $1/
MMBtu at the start of the quarter to as far as $4/MMBtu, 
before narrowing back in to around $3/MMBtu at the end 
of the period. The wider spreads during the period were 
sufficient to encourage traders to look at reloading volumes 
of LNG from Europe to Asia. The benefit of the higher prices 
in Asia would more than outweigh the cost of shipping. 

Reloads were seen from terminals including Gate in the 
Netherlands and Montoir in France. Meanwhile, cargoes 
from Russia’s Yamal LNG were increasingly using Europe 
just as a staging-post on the way to more distant markets 
again, rather than delivering direct into European markets 
as they had started doing earlier in the second quarter.

https://www.icis.com/energy/liquefied-natural-gas/lng-market-intelligence-solution/?cmpid=ILC|ENER|CHHER-2018-1607-GLOBAL-lngtradeflowq2&sfid=7012X000001qDh0
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THE QUARTER AHEAD
Asian spot LNG prices reached their summer peak in 
mid-June and started to fall back in the second half of 
the month. As the market’s focus moves on from August 
cargoes to September/October delivery cargoes, traders 
will again be looking at “shoulder month” periods, between 
the summer air conditioning demand peaks and the winter 
heating peaks. This suggests there could be a temporary 
dip in prices before the market starts to strengthen again 
at the end of the quarter as the focus moves on to winter 
delivery periods.

Even with a temporary dip, prices look much stronger than 
last year. The EAX front-month has averaged a little under 
$9/MMBtu across the second quarter this year, compared 
with around $5.50/MMBtu levels last year, and the strength 
of the market this quarter was not widely expected.

A bullish oil market has helped pull up LNG, along with 
continued strong year-on-year demand growth from China, 
whose winter demand was the biggest “surprise” in the 
market last year. Uncertainty over how much China’s 
demand will grow again next winter remains a key concern 
for traders: was the shift of heating from coal to gas a one-
off step-change, or could it be repeated?

The Ichthys and Prelude floating production projects offshore 
Australia are still preparing to start production and are unlikely 
to add any significant volumes to the market in the next 
quarter, although the second 4.5 mtpa train at Australia’s 
onshore Wheatstone plant started in mid-June. Later in the 
year should see the start-up of the second 5.5 mtpa train at 

Russia’s Yamal LNG plant, as well as in the US the 1.5 mtpa 
Elba project and possibly the 4.5 mtpa Corpus Christi.

The Northern Sea Route has now opened after the melting 
of winter ice, offering the possibility for Russian Yamal 
cargoes to deliver directly to Asia through the Arctic, rather 
than via Europe then the Med and back through the Suez 
Canal. This should halve the delivery time from Yamal to 
Asia to around 15 days from 30 days, offering a boost 
to supply for Asia for the next few months, although the 
route will close again later this winter and will likely not be 

https://www.icis.com/energy/lng-supply-forecast/?cmpid=ILC|ENER|CHHER-2018-1607-GLOBAL-lngtradeflowq2sd&sfid=7012X000001qDhA
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available for the peak winter demand period.

Although potential crude oil strength, Australian delays and 
Chinese growth could point to further bullishness, demand 
from the world’s single biggest LNG importer, Japan, could 
soften on the back of nuclear power restarts. Japan’s Q2 
2018 imports of 17.9m tonnes were already down by 6% 
from Q2 2017.

In recent months the country has seen the restart of some 
4,800MW of nuclear power generation, at Kansai Electric’s 
Ohi 3 and 4 units and Kyushu Electric’s Genkai 3 and 4 units. 
The return of these plants could lead to significant reductions 
in gas-fired power generation and therefore LNG imports. 

OPERATIONAL JAPANESE NUCLEAR POWER PLANTS
Unit Operator Capacity Restart 

Ohi 3 Kansai 1,180 March 2018

Ohi 4 Kansai 1,180 May 2018

Takahama 3 Kansai 870 January 2016

Takahama 4 Kansai 870 February 2016

Sendai 1 Kyushu 890 August 2015

Sendai 2 Kyushu 890 October 2015

Genkai 3 Kyushu 1,180 March 2018

Genkai 4 Kyushu 1,180 June 2018

Ikata 3 Shikoku 890 August 2016

To run a 1,000MW of gas-fired power generation at 
baseload would require somewhere around 1.6bn cubic 
metres/year of pipeline gas, or 1.1m tonnes of LNG, so 
were the nuclear power plants to entirely replace baseload 
generation from gas-fired power plants, this could imply an 
annual reduction in LNG import demand in the order of 5m 
tonnes/year.

LNG EDGE MARKET INTELLIGENCE
The LNG Edge market intelligence platform tracks cargoes 
in real-time around the world, keeping users in touch with 
increasingly fast-paced and globalizing gas markets. LNG 
Edge uses satellite data to monitor the imports and exports 
of global consumers and producers. A dedicated team of 
analysts supplement this physical data with commercial 
information from customs agencies and other sources to 
add in-depth price and volume data to voyage records. 
Import and export figures in this report are based on 
the latest data from the LNG Edge platform at time of 
publication.

LNG Edge also provides a database of global LNG 
contracts, an infrastructure database, news and alert 
services and more. The ICIS publication LNG Markets Daily 
contains the East Asia Index (EAX) for spot LNG deliveries 
to Japan, China, South Korea and Taiwan as well as a full 
range of other price assessments.

EUROPEAN GAS HUB REPORT
The European Gas Hub Report (EGHR) is a comprehensive quarterly analysis of liquidity and market developments, 
providing deeper analysis and insights into Europe’s major and emerging trading hubs. 

Helping you monitor activity in key hubs such as the UK NBP and Belgian Zeebrugge, alongside developments in 
emerging countries like Poland, Turkey and Greece, EGHR is a must-have publication for the European gas industry.

EGHR CAN HELP YOU
n  Understand European market conditions, to access how and why trade is developing
n  Identify which hubs to target, to make informed gas trading decisions 
n  Build robust strategic plans in the region as emerging hubs develop 
n  Gain insight into the factors driving supply, demand and prices in each market 
n  Stay up to date with gas prices and market activity 
n  Get to grips with the evolving over-the-counter (OTC) commodity market

Download sample report 

https://www.icis.com/energy/gas/europe/european-gas-hub-report/?cmpid=ILC|ENER|CHHNT-2018-2604-EURO-europeangashubreportapril&sfid=7012X000001q51a 
https://www.icis.com/energy/gas/europe/european-gas-hub-report/?cmpid=ILC|ENER|CHHER-2018-1607-GLOBAL-lngtradeflowq2eghr&sfid=7012X000001qDh5

