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The US Department of Commerce has announced measures to encourage US LNG exports to 
China following a meeting between the Presidents of the United States and China in April. 

The announcement has been welcomed by the LNG industry as 
potentially providing support for further US LNG production which 
could be shipped to China.

Elements of the 100-day plan were laid out on 11 May and focus on 
trade, financial services and investment.   

China is considered a non-free trade agreement (non-FTA) export 
destination with the US but has no long-term LNG supply deals 
in place. The US Department of Energy (DOE) has oversight in 
approving LNG export licences to companies for non-FTA nations. 

The DOE has approved about 198 billion cubic metres/year of total 
LNG exports to non-FTA nations. But only Cheniere’s US Sabine 
Pass plant in Louisiana is currently exporting and no upcoming proj-
ects have long-term supply agreements with Chinese companies.  

The first three trains of Sabine Pass are in operation, and a fourth 
train is in commissioning. 

“The United States welcomes China, as well as any of our trading 
partners, to receive imports of LNG from the United States. The 
United States treats China no less favourably than other non-FTA 
trade partners with regard to LNG export authorisations,” the com-
merce department stated. 

Marketing efforts to sign new long-term LNG contracts have 
stagnated amid lower crude oil prices, new supply from Australia 
and the US and demand uncertainty which have kept prospective 
buyers away from making new commitments. 

Massimo Di-Odoardo, Head of Global Gas and LNG research at 
consultancy Wood Mackenzie, said on 12 May that in the longer 
term the agreement could encourage a second wave of investment 
in US LNG. 

“Developers will now be able to target Chinese buyers directly, 
potentially supporting project financing. It could also support direct 
Chinese investment into liquefaction and upstream developments 
on US soil,” he said.

No financial investment decisions (FIDs) for additional LNG have 
been made by US LNG projects since 2015. 

Besides Sabine Pass, five other US LNG export projects are under 
construction and due to come on line in the next few years: 

• 5.3mtpa Cove Point in Maryland

• 2.5mtpa Elba LNG project in Georgia

• 13.2mtpa Freeport LNG project in Texas

• 13.5mtpa Corpus Christi LNG in Texas 

• 14.95mtpa Cameron LNG project in Louisiana

Sabine Pass and all of the projects under construction have export 
approval to sell US LNG to non-FTA nations. 

China does not have any long-term LNG contracts directly with any 
of the US LNG export projects. 

But UK-based BP and China National Offshore Oil Corporation 
(CNOOC) have a 20-year contract for 1.5mtpa of LNG starting in 
2019 that draws from BP’s portfolio supply. This could include  
BP’s 4.4mtpa offtake from train 2 at Freeport LNG.  

In the short term, nine cargoes have been exported to China to 
date from Sabine Pass since Cheniere began exporting in February 
2016. Out of 117 cargoes that have been loaded from Sabine Pass, 
this represents under 8% of the cargoes exported from the US. 

China’s rising potential
In the next five years, China’s natural gas market will see rapid  
demand growth, which will require more piped gas and LNG imports.

According to ICIS China, gas consumption in China will grow by 
over 9% each year over the next five years and reach 338bcm by 
2021. Gas imports are expected to rise by over 14% annually and 
come close to 150bcm over that time.

In China’s 13th Five-Year Plan (2016-2020), environmental protec-
tion is a central fixture given ongoing problems with severe air 
pollution. The government is strongly promoting gas. 

Work still needs to be done to open up the Chinese LNG market  
to independent companies. Besides the three major oil and gas 
companies - PetroChina, Sinopec and CNOOC, companies such  
as JOVO Group and more foreign-invested or private companies 
are expected to join in as LNG importers. For example, JOVO 
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Group and Guanghui Energy are developing their involvement in 
LNG imports. 

From a state-owned energy company’s point of view, the agree-
ment does not yet have a practical consequence. 

US Henry Hub-linked prices are not considered attractive in the 
current pricing environment, given current oil prices but once the 
Chinese government delivers its directive, Chinese buyers will be 

expected to take some kind of action, at least in the form  
of a Memorandum of Understanding or other non-binding  
supply agreement. 

At present, more than 30 companies in coastal regions of 
China, most of which are provincial pipeline companies, power 
generators, city-gas companies and investment corporations, 
have indicated their interests in LNG terminals or storage and 
transfer stations. 

Most of the terminals or stations are still at an early stage, but 
some of them have been approved or are under construction. 

ICIS China predicts that 50% of the terminals or stations may be 
put into operation.

China imported 26.4mtpa of LNG in 2016 according to LNG 
Edge, and was the third-largest importing nation after Japan  
and South Korea. 

Australia was the biggest supplier by volume to China, followed 
by Qatar, Indonesia and Malaysia. 

In view of the market opportunity, many global LNG suppliers have 
taken actions and some have signed a heads of agreement (HOA) 
or supply and purchase agreement with the Chinese importers.
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US exporters are currently in discussions with prospective 
Chinese importers but they have made no substantial progress. It 
has been considered difficult to negotiate on specific issues, such 
as contract pricing, due to some political sensitivities, a Chinese 
importer said.

Beyond politics, other East Asian buyers have committed to 
substantial volumes of Henry Hub priced LNG but China’s LNG 
imports are heavily indexed to oil prices.  

For more information contact:
ruth.liao@icis.com, ritahuang@c1energy.com, xieli.lee@icis.com 
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