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By xxxxx xxxxxxx

European natural gas liquidity in the second quarter of 
2018 was higher than the same period the year before 
across all major markets. 

Following a cold snap at the end of the gas winter, 
storage facilities were virtually empty leading to a surge 
in buying early on in the summer as shippers secured 
volumes for injection.

Traded volumes were down relative to the first quarter 
because rising temperatures pushed down domestic 
consumption, leading to lower prompt activity.

In terms of headlines, the fate of Groningen in the 
Netherlands, which is Europe’s largest onshore field, 
continued to dominate as the Dutch government debated 
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strategies for further reductions to production.

Although no concrete decision for additional restrictions 
was made, there was a change in tone from ministers 
and an increased drive towards ending activity at the 
field as soon as possible.

This will have to be squared with supply commitments 
and security requirements, but effort in the Netherlands 
seems to be more concerned in finding ways to achieve 
a halt in production at Groningen, rather than quelling 
earthquakes associated with the extraction process. 

Clarity on what this means in terms of actual volumes 
will depend on further investigations and is expected in 
the final three months of the year. 

While one traditional source of European supply was 
looking to stop sooner rather than later, another came 
online during the second quarter. 

In June the Trans Anatolian Pipeline, which is the first 
leg of the EU-backed Southern Gas Corridor, opened in 
Turkey.

The project will eventually link with the Trans Adriatic 
Pipeline, which will transport volumes to Europe from the 
second phase of Azerbaijan’s Shah Deniz project.

Although the volumes delivered will be relatively small, 
they will bring much needed diversification to southeast 
Europe, an area reliant on Russian volumes. 
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An area of uncertainty going forward is around the 
merger of the two French gas hubs, which is expected to 
go live on 1 November.

Traders have complained about a lack of transparency 
over this process and have all but abandoned trading on 
the TRS far curve, which is the southern French market 
area. 

Upgrades to infrastructure designed to reduce 
congestion on the country’s key north-south link are, 
according to stakeholders, progressing on schedule. 

The ambiguity concerns how the new, larger hub will 
function post-merger. French traders have been using 

the Dutch TTF to hedge volumes ahead of the coming 
winter due to the lack of clarity.

Another merger project linking the Austrian and Czech 
markets, which is called the Trade Region Upgrade 
(TRU), launched a pilot in early July.

The TRU will allow shippers to swap volumes between 
markets via the Slovakian grid. Shippers will be able to 
purchase tokens at auctions allowing locational swaps. 

Its success will dictate whether the TRU is launched as 
a permanent service and may provide a model for other 
merger projects in future. 
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