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MARKET HIGHLIGHT

Throughout the summer, ICIS will be looking at how the 
LNG market impacts European hub prices. In the first of 
the series, Thomas Rodgers examines LNG’s influence 
on Europe’s oldest gas market – Britain’s NBP.

Uncertainty around LNG supply from Qatar into Britain is 
one the key price drivers on near-curve contracts at the 
NBP natural gas hub.

However, the supply chain rarely leads to dramatic 
price moves as the market is constantly weighing up the 
chance of Qatari LNG coming to Britain and pricing it in 
(see boxout).

The impact of LNG has grown in importance following 
the demise of Britain’s largest storage site Rough, 
boosting the market’s reliance of flexible supply from 
pipeline gas and LNG.

The importance of this supply chain to the pricing of the 
NBP was illustrated on 8 June 2017, when two cargoes 
which looked to be heading to Britain via the Suez 
Canal abruptly changed course (click here for story).

The NBP spiked as traders feared that a diplomatic row 
between Qatar and other Middle East nations had 
impacted the LNG market, but subsequently unwound 
gains as it became clear that the vessels would head to 
South Hook via the Cape of Good Hope (see graph).

Sleeping Dragon

The Dragon terminal, also in the port of Milford Haven, 
is considerably less active than its neighbour. A third of 
South Hook’s size, Malaysian Petronas and Anglo-
Dutch Shell, formerly BG Group, share capacity rights.

Gaps between arrivals can last for months. Traders 
therefore have a harder time predicting send-out from the 
terminal into the grid – which tends to be minimal.

However, the site still has the ability to move prices. 
Send-out ramped up during maintenance on the 
Interconnector pipeline in June 2017 ahead of the arrival 
of a tanker. This caught out shippers who had not been 
expecting an increase in supply while the market was 
unable to export gas and caused the NBP Day-ahead’s 
discount to the front-month to drop as low as 9.50p/th.

Island of Grain

The Isle of Grain terminal, in southeast England, is 
Britain’s third regasification terminal but the nation’s only 
reload facility.

Capacity holders, who include a number of the market’s 
largest producers and utilities, are able to bring laden 
vessels in to deliver to the grid or re-export volumes to 
other markets. However, imports and exports into Grain 
typically have little impact on NBP prices; particularly 
when compared to South Hook.

Nominations from the terminal into the national 
transmission system are minimal. Instead, the facility 
consistently delivers a relatively weak flow of gas into the 
local distribution zone, a service known as boil-off. This 
constant outflow necessitates a relatively steady inflow of 
vessels. Any additional shipments have increasingly been 
re-exported.

In this sense, the Isle of Grain can operates separately 
from the British supply mix. thomas.rodgers@icis.com
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South Hook supply watch

Qatar is far and away Britain’s largest LNG 
supplier. Since the beginning of 2012, Qatar has 
delivered 42 million tonnes (mt) to Britain, over 
90% of total LNG imports.

The vast majority of those cargoes have berthed 
at the South Hook facility, in the port of Milford 
Haven.

The supply chain from the Ras Laffan export 
terminal in Qatar to South hook is vertically 
integrated. Qatari state-owned Qatargas operates 
four LNG production trains out of Ras Laffan and 
has the controlling share in the South Hook LNG 
Terminal Company, which runs the British 
terminal.

South Hook often acts as a sink for excess 
volumes produced by Qatargas, receiving cargoes 
that cannot find a market elsewhere.

The facility’s arrival schedule is dominated by Q-
max vessels, with Q-flex tankers also frequent 
visitors. While typical LNG tankers are around 
130,000-180,000cbm in size, Qatar uses two 
special classes of ship; the 216,000cbm Q-Flex 
and the 266,000cbm Q-Max – designed to offer 
efficiencies of scale for Qatar’s mega-train 
production projects.

South Hook is one of the few facilities across the 
world that is able to receive these types of vessel.

As a result, NBP traders pay close attention to the 
movements of these vessels as they leave Ras 
Laffan in Qatar and head out of the Straits of 
Hormuz. The direction of the cargoes and their 
broadcasts can offer clues to their final destination. 
As such, the price impact of any arrival is often 
priced into the NBP near-curve days or weeks 
before it is confirmed on the Milford Haven port 
authority website.

As South Hook lacks the ability to reload cargoes, 
traders are able to build models of send-out rates 
from the regasification terminal to the transmission 
system; based on the number of vessels they 
believe will be arriving over the coming weeks.
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Request a FREE sample report

This market update is part of the ICIS European Spot Gas Markets (ESGM) daily 
report which provides you with the latest prices, news and expert analysis on 
the current day’s trading. This comprehensive service is essential for industry 
participants, offering insights into key gas hubs, as well as a holistic view of 
regional conditions and the market outlook.

With two decades of expertise in price reporting for natural gas, the ESGM is the 
most widely used report, with Heren indices and price assessments being used as a 
benchmark for decades.

We publish independent price assessments and Heren indices for the British NBP, 
Dutch TTF, German NCG and GASPOOL, Belgian Zeebrugge and ZTP, French 
PEG Nord and TRS, Italian PSV, Austrian VTP, Czech VTP, Spanish PVB, Slovak 
VTP and Turkey markets.

Stay informed on the European Spot Gas Markets

Request a FREE sample report

Other essential resources from ICIS include:

Request a FREE sample report

European Gas Markets
This report provides a fortnightly roundup of the latest prices and developments in Europe’s 
natural gas markets. With comprehensive insights into hot topics and issues shaping the 
industry, and a strong focus on supplier countries and routes, it’s a must-read for market 
participants wanting to stay ahead of their competitors.

Continental Gas Snapshot
The daily digest of the European gas market helps you stay ahead of the latest prices and 
developments in key European gas markets. With price assessments and Heren indices for 
the Dutch TTF and Belgian Zeebrugge hubs, as well as expert commentary on market drivers 
across Europe, it’s an essential read for international gas players and analysts.
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http://www.icis.com/energy/gas/europe/european-spot-gas-markets/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-esgm_market_highlights|sample_report&sfid=701w0000001JwQ6
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