
ICIS looks market-by-market at the key potential supply, 
demand and regulation changes in 2017 which could 
impact natural gas prices and liquidity in Europe.

The cascade in prices over the forward six delivery 
months at the Dutch TTF – Europe’s most liquid hub 
– was steep as of the end of December 2016, with a 
number of bullish fundamental drivers providing relative 
support to Q1 ‘17 delivery contracts compared to Q2 ‘17. 

The uncertain performance of Britain’s Rough storage 
site – where stocks are heavily depleted due to last 
summer’s restriction on injections – low LNG supply 
to northwest European terminals and expectations 
of greater gas demand for power generation all point 
towards a greater drop in prices from Q1 to Q2 in 2017 
compared to Q1 to Q2 in 2016.

A strong draw on gas reserves in Q4 2016 has also 
tightened the European storage picture for early 2017, 
while expectations of 10-year low production from the 
Groningen field poses a risk should temperatures fall 
significantly below average.

Beyond the winter, the supply outlook for Europe is 
more bearish. Pipeline imports rose to record highs in 
2016 and Europe’s traditional suppliers will be keen to 
secure market share as global LNG production capacity 
continues to ramp up and potentially compete to satisfy 
European demand.

As far as trading is concerned, the Dutch TTF looks 
likely to shore up its position as Europe’s biggest hub 
by traded volume, having overtaken the NBP in Britain 
in the past year. 
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BELGIUM

There should be support for prompt liquidity at Belgium’s 
Zeebrugge and ZTP natural gas hubs in early 2017 as 
the country’s high level of interconnectivity will allow the 
transport of gas to and from neighbouring countries.  

There remains great uncertainty around the functioning 
of Britain’s largest storage site, Rough, which means 
Belgium will continue to export more gas than normal via 
the Interconnector pipe during the first quarter of 2017. This 
should in turn support prompt trading at Zeebrugge.

Belgium will need to import large volumes of gas from the 
Netherlands and Germany, which should sustain prompt 
trading at the ZTP hub. 

Similarly, the arrival of the first LNG cargoes at France’s new 
Dunkirk terminal in early 2017 should have a positive impact 
on short-term trading in Belgium.

The commissioning of the new LNG jetty at Zeebrugge will 
boost small-scale capability in Belgium, but is likely to have 
little impact on liquidity. The second jetty is in the final stages 
of operational testing and will support small-scale LNG 
operations in northwest Europe, including LNG bunkering 
and trans-shipment – a service allowing the transfer of LNG 
between vessels. 

Over 200 small-scale loading operations have already been 
reserved. Fluxys is studying the possibility of developing a 
third jetty.

French energy regulator CRE plans to introduce a single 
virtual high-calorific gas (H-gas) interconnection point 
between Belgium and France on 1 October 2017, in order 
to comply with the EU-wide capacity allocation mechanism 
network code. 

Capacity available at the new point, as well as tariffs levied 
by the grid operators, will remain broadly unchanged from 
the current system. Space will continue to be offered via 
auctions on the pan-European platform PRISMA. 

BRITAIN

Britain is set to start 2017 with around 40% less natural 
gas in store than is held at the start of 2016 after its largest 
storage site Rough had its injection programme cut short 
in June. This puts the British market in an unprecedented 
situation, with stocks never before being so low at this point 
in the year since the liberalisation. 

This should put a premium on NBP prices over other 
wholesale hubs in mainland Europe, in order to drive flows 
to Britain via the Interconnector pipeline; which already hit 
record levels in November. 

Stocks at the ageing site are unlikely to reach historical 
levels going forward after operator Centrica Storage 

requested that the amount of capacity it offers to the market 
be reduced as the physical capabilities of the asset no 
longer match obligations.

The UK government is set to invoke Article 50 of the  
Lisbon Treaty by the end of March 2017, kicking off the  
start of a two-year process which will end with the nation 
exiting the EU. 

The impact on the British energy sector remains uncertain, 
but there will likely be increased volatility in sterling as 
the foreign exchange market reacts to developments 
in negotiations. This will feed through to the NBP and 
potentially discourage trade on the curve from firms backed 
by euros or dollars or because of the increasing amounts of 
capital that will be needed to be put aside to hedge against 
currency risk.

System operator National Grid, alongside a shipper work 
group, plans to draft a network code modification by April 
2017 aimed at revamping the gas tariff regime. While this 
will represent a significant step in the overhaul, which began 
in late 2015 after the industry agreed the current system was 
not fit for purpose, it is unlikely to come into practice in 2017.

ICE will be forced to sell energy trading platform Trayport 
unless the US-based exchange is able to successfully 
appeal the order, issued by Britain’s competition watchdog, 
the Competition and Markets Authority (CMA). This will allow 
another buyer, potentially a broker or another exchange, the 
opportunity to purchase Trayport, whose software dominates 
the energy trading sector. 

Back to contents
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CENTRAL EUROPE

Transmission system operators (TSO) Gas Connect 
Austria and Czech counterpart NET4GAS plan to launch 
a new natural gas integration model on 1 October 2017. 
The project dubbed trade region update (TRU) will enable 
shippers to swap gas volumes between the Austrian and 
Czech VTP hubs.

Slovak grid operator Eustream will provide the infrastructure 
to enable bi-directional flows between the two hubs 
as Austria and the Czech Republic are not physically 
connected.

System users will buy tokens on auctions and apply existing 
entry capacity in the Austrian and Czech markets to access 
the other. This should allow swaps between the Austrian and 
Czech hubs. The TSOs and regulators still need to agree on 
a schedule for the project and to respond to stakeholders’ 
concerns raised in 2016, regarding costs, tariffs and 
quantities.

The TRU project is a refined version of several earlier 
attempts to create a larger regional market. The parties have 
agreed to drop the proposed Bidirectional Austrian-Czech 
Interconnector as a prerequisite for the model. 

FRANCE

The outlook for PEG Nord natural gas prices is bearish in 
2017 as the Dunkirk LNG terminal starts up and high gas-
fired generation demand may subside. 

TRS prices should fall from their high levels at the start 
of 2017 as LNG supply to the Fos terminals picks up and 
sub-normal temperatures abate, while restrictions on the 
north-south link pipeline and demand from Spain will act as 
key price drivers for the rest of the year.

The commissioning of the Dunkirk LNG terminal in northern 
France on 1 January 2017 will act as an additional supply 
point for the PEG Nord gas grid over the year. 

The 13 billion cubic metre/year (bcm) facility is composed 
of a jetty that can receive up to 150 tankers per year, of 
between 65,000-267,000 cubic metres (cbm) in size. It has 
three isothermal storage tanks, which can each hold up to 
200,000cbm of LNG. 

Around 10 slots are booked at Dunkirk each month for 
the remainder of 2017, according to terminal operator 
Dunkerque LNG. However, it remains to be seen whether all 
of these cargoes will actually be delivered.

Progress will be made towards the merger of the PEG Nord 
and TRS markets into a single French gas hub. Authorities 
have set the completion date for this project as 1 November 
2018 and works on the infrastructure projects of Val-de-
Saone and Gascogne-Midi, which are considered essential 
for the merger, will ramp up in 2017. 

The project will eliminate the spread between the PEG Nord 
and TRS hubs by creating a uniform French gas price. But 
some stakeholders have expressed concerns that the cost 
of the TRS zone’s particular infrastructure characteristics 
will be effectively subsidised by those in the north. The TRS 
Day-ahead contract has traded at more than €7.00/MWh 
above PEG Nord at the beginning of 2017.

Authorities will come under increasing pressure to 
implement long-awaited storage reforms next year. The 
reforms aim to change the way companies access French 
storage capacity by moving to an auction-based system. 
The reforms were due to be implemented in 2016, but 
issues over operators’ compensation meant legislation was 
not pushed through on time and the reforms have been put 
on hold. 

GERMANY

An ongoing dispute around additional capacity auctions for 
the OPAL pipeline is expected drive German natural gas 
prices early in 2017. 

Because most of the volume is only transiting Germany 
for delivery in the Czech Republic, price shocks will be 
contained.

Additional firm month-ahead capacity was offered from 
January on the PRISMA platform for the OPAL pipe, 
which flows Russian gas imports from northern Germany 
southwards. 

Additional available capacity for 2017 delivery was  
released after the European Commission in late 2016 
exempted half of OPAL’s 36 bcm capacity from third party 
access conditions while the other 50% of capacity will 
be open for booking to all market participants, including 
Gazprom and RWE. 

This has already shifted flow patterns across eastern Europe 
at the end of 2016 and is likely to amplify in 2017. Russian 
gas flows towards western Europe via Ukraine dropped 
after the additional capacity was first made available on 
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22 December 2016. Instead, flows from Germany towards 
eastern Europe via the Czech Republic have picked up.

Germany’s regulator BNetzA decided at the end of 
December to extend a gas quality conversion fee to 30 
September 2017. Beyond that, the two German market 
area managers NCG and GASPOOL will have to decide 
on an annual basis whether or not and under which pricing 
structure to extend the fee for another 12 months. 

Fees for converting H-gas to low-calorific gas (L-gas) 
were first extended to 1 April 2017 but following a market 
consultation in 2016 and with the support of the market 
area managers, this has now been extended indefinitely. 
The European Federation of Energy Traders (EFET) and 
a number of major market participants have warned that a 
high levy would suppress cross-quality-region trade.

Demand for gas in Germany is likely to grow further in 
2017, aided by the country’s efforts to cut nuclear power 
generation and a move to cleaner fuels. In 2016, the share 
of gas in Germany’s total energy consumption grew more 
than any other fuel during 2016, according to a paper by 
German energy industry body AGEB. 

The volume of gas used for power generation rose by 
10% year on year to 845TWh in 2016. This growth is likely 
to continue if the country’s energy policies are further 
implemented. 

ITALY

The implementation of the second phase of the new Italian 
natural gas balancing regime is expected by the end of 
2017, although no official date has been set yet. In the new 
phase, the MPL and MGS markets will become part of the 
MGAS platform managed by Italian market operator GME.

The MPL market is the venue used by the TSO for trading 
short-term locational products for balancing purposes, while 
the MGS is the market where stored gas is traded. In the 
current phase of the new balancing regime, which started 
on 1 October 2016, the MGS and MPL are part of the PB-
GAS balancing platform. In the new phase, the PB-GAS will 
disappear and MGS and MPL will be subject to the rules 
currently regulating the MGAS.

This means that the GME will act as a central counterparty 
in transactions of locational products and stored gas. 
Moreover, the invoicing, financial guarantees and settlement 
mechanisms that currently apply to the MGAS will also apply 
to the MGS and MPL markets. The new Italian balancing 
rules allowed the Italian gas system to comply with the EU 
balancing network code.

In December EFET said that the compatibility of the MGAS 
platform with Trayport and other commodity portals should 
be a priority for GME, as ensuring smooth market operation 
is the key for the growth of liquidity of the new gas balancing 
regime.

In March 2017 Italian regulatory authority AEEGSI is 
expected to confirm the parameters assessing the efficacy 
of the balancing actions of Italian TSO Snam Rete Gas. 
AEEGSI set out the economic incentives and sanctions that 
will apply to the TSO’s actions under the new balancing 
rules in October 2016. Revisions of the incentives will take 
place every gas year. 

NETHERLANDS

Despite a strong start to the year amid unusually cold 
temperatures and low LNG availability, the outlook for 
the TTF in 2017 is largely bearish. European natural gas 
pipeline supply is set to remain strong after hitting a new 
high in 2016, while the ramp-up of global LNG liquefaction 
capacity will continue to be felt at the TTF as the likelihood 
of surplus volumes spilling into Europe increases.

The Dutch council of state issued a provisional ruling 
in January 2017 to not enforce a further restriction on 
Groningen L-gas production. This follows a number of 
appeals against the government’s five-year, 24 bcm 
production plan which was approved by the parliament in 
September 2016. 

A further restriction was unlikely, with Dutch H-gas quality 
conversion capacity almost maxed out and no other means 
to source L-gas other than the Groningen field. A full hearing 
addressing the latest appeals is expected to be arranged.
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The Dutch TTF is expected to cement its newly established 
position as Europe’s biggest hub by traded volume. 
Increasing global LNG liquefaction capacity is expected to 
support far-curve trading and growing participation at the 
hub may see volumes continue to rise in 2017. 

Surging volatility in 2016 gave a significant boost to TTF 
trade last year, and 10-year low Groningen gas production 
and uncertainty about the capability of Britain’s Rough 
storage facility could keep the market choppy early in 2017.

On the regulatory front, watchdog ACM has signalled its 
intent to increase its focus on market compliance with the 
EU’s regulation on energy market integrity and transparency 
(REMIT).  

SPAIN

Spain’s status as much more expensive hub than others in 
Europe is likely to dwindle in 2017. 

A sustained period of cold weather and extremely high 
demand – first on the back of the nuclear outage crisis in 
France and then on outages in Spain itself, coupled with low 
rainfall and poor wind output – has dogged Spain since the 
start of the fourth quarter of 2016.

With pipeline flows already running at high levels due to 
oil-indexed contract optimisation, an LNG shortage in Spain 
has coincided with a global LNG market spiking on the back 
of surging Asian demand.

Enagas GTS, the operator of Spain’s new balancing system 
has made 25 system buy balancing calls in the just-over 100 
days since the platform was launched on 1 October 2016 – 
the equivalent of about one every four days.

This has kept sustained pressure on spot prices, culminating 
in traded levels of more than €40.00/MWh on 9 January 
2017 on the Day-ahead product.

However, once the cold temperatures – which have at times 
plunged well below zero in Spain – abates, prices could drop 
fast. Especially as there are now signs of increasing demand 
for spot cargoes in Asia.

Once prices drop, spreads with Europe’s key price reference 
the Dutch TTF market are likely to drop also. A premium of 
around €14.00/MWh was in place on the PVB front month 
relative to its TTF equivalent on 6 January 2017, but once a 
state of gas balance is restored this spread should slump.

When this happens, a spread of less than €1.00/MWh – as 
was the case throughout much of the summer in 2016 – 
seems possible. Unless oil prices decline considerably, 
or northwest European hub prices rally equally strongly, a 
discount seems out of the question beyond occasional short-
term blips.

TURKEY

The prospects of the Turkish natural gas market were dim at 
the beginning of 2017.

Turkish incumbent BOTAS announced at the beginning 
of January 2017a record high monthly balancing price, 
sparking suggestions from the market the company had 
raised the reference value in order to raise cash amid 
concerns that US dollar reserves had been depleted.

Private shippers have suggested an increase in oil-indexed 
gas prices, as well as the depreciation of the Turkish lira 
could trigger widespread bankruptcies in the gas market. 

Back to contents
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One solution would be for the government to raise the 
regulated gas tariff at which private companies can sell. 
Tariffs would be normally raised in order to reflect changes 
in the foreign exchange rate and the price of oil. The energy 
minister ruled this out at the beginning of January 2017. 

Another solution would be for Russia’s Gazprom to grant 
a discount on this year’s import prices for both private 
companies and BOTAS. The state company had been 
expecting to receive a discount in 2015, but this did not 
happen. This means BOTAS might ask for retroactive 
payments on previous months’ imports or ask for a higher 
discount this year.

Companies have been braced for bankruptcies for months 
now, but these fears have not yet materialised. Whether 
this could come to pass will depend on how much more 
the Turkish currency and economy deteriorates and how 
fortunate Turkey will be in escaping more curtailment shocks 
triggered by weather-related spiking demand.

A further complication for the market lies the in the future of the 
private sector itself, which hangs in the balance following the 
nationalisation of Turkey’s largest gas importing group, Akfel 
Holding Turkey. The group’s main businesses, Akfel Gaz, 
Enerco Enerji and Avrasya Gaz, import a combined 5.25 bcm, 
nearly half of all the privately-imported volumes in the market. 

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

