
Turkey's spot LNG trading opportunity is 
now fading

A rare window of opportunity that had opened up this 
year for spot LNG trading in Turkey is now closing, 
raising questions about the future of private LNG imports 
into the country next year.

Turkey is in the process of bringing in its first floating 
storage regasification unit (FSRU) this winter, and 50% 
of its capacity can be booked by private companies, 
according to watchdog EPDK this week.

However, a shrinking spread between rising LNG prices 
and falling regulated tariffs at which shippers can sell at 
domestically could further block private companies from 
taking active positions in the global LNG market.

Price mismatch

For the first time since the 2011 Fukushima disaster 
which led to a spike in the cost of global LNG, and 
priced private Turkish companies out of the market, 
trading conditions had sufficiently changed in 2016 to 
allow Turkish shippers to snap up volumes.

Front month LNG prices assessed by ICIS in the first 
nine months of the year hovered around $4.75/MMBtu, 
$2.50/MMBtu lower than the regulated domestic 
wholesale tariff. To compare, in 2014 the average front 
month LNG price was assessed at $12.35/MMBtu and 
the regulated sale tariff averaged $9.13/MMBtu.

However, an increase in LNG prices as the market is 
heading into winter and the latest cut in the regulated 
Turkish wholesale tariff has led to a shrinking spread. 
December Baseload is now assessed by ICIS at $5.83/
MMBtu, while the wholesale tariff hovers around $6.25/
MMBtu.

Although market participants say LNG prices would 
certainly not return to the 2012-2014 levels when they 
spiked well above $10.00/MMBtu, there are expectations 
that some fluctuations may still occur, particularly in the 
Mediterranean basin where Egypt could mop up 
significant volumes to plug rising internal demand.

Meanwhile, a steady decline in the Turkish lira exchange 
rate is likely to create further pressures for private Turkish 
participants.

The currency has dropped to an all-time low of TL3.12 to 
the US dollar on Wednesday and further declines are 
expected by some in 2017.

Take-or-pay burden

Despite the trading opportunity that had occurred in 2016, 
no private companies, other than Egegaz, the operator of 
the Aliaga terminal, had reportedly purchased volumes on 
a spot basis over the summer.

Three spot cargoes arrived at the terminal between July 
and September, including one from the US. It is possible 
the volumes had been purchased by Egegaz for trucking, 
rather than for use in the gas transmission system. 
However, although there are now 43 spot LNG licence 
holders in Turkey, none entered the market in the first 
nine months of the year.

“There have been private importers who had been 
interested in purchasing LNG cargoes this year, however 
they were deterred by the fact that the market is not 
flexible for volume switching on the eligible customer side; 
there is no balancing market where such extra volumes 
can be off-loaded; and the fact that companies with large 
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portfolios can off-take a whole cargo in just 10 days,” a 
source active in the gas market said.

Other shippers echoed this view, but insisted the biggest 
barrier to LNG imports was the take-or-pay clause 
embedded in import contracts for pipeline gas.

The obligation to off-take a fixed percentage of the 
volumes negotiated in long-term supply contracts is 
further compounded by the fact that Turkey’s gas 
demand has been falling year on year by more than 3%.

This means that it becomes increasingly difficult for 
companies to stick to their take-or-pay terms and avoid 
paying for failure to off-take agreed volumes.

Given these circumstances, even if LNG prices were to 
fall further, private importers may not be interested in 
sourcing volumes on the global market.

As a result, they do not expect any private company to 
snap up short-term capacity on the FSRU which will 
located in the Aegean Sea close to the existing onshore 
Aliaga terminal. Furthermore, draft proposals for the 
operation of the FSRU have given preference to long-term 
capacity booking for periods ranging from one to 10 years.

“The only company that will get [FSRU] capacity will be 
[the incumbent] BOTAS,” a second shipper said. “There 
hasn’t been any private interest so far and the only reason 
for them to get capacity would be if they were to secure 
long-term LNG supplies,” he said.

The first source added that while international LNG prices 
may still fall on the back of a growing global supply, the 
regasification of LNG into the BOTAS grid was no longer 
commercially viable because of constraints related to the 
Turkish market. aura.sabadus@icis.com
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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 AOC, 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.

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
http://www.icis.com/energy/gas/europe/european-gas-markets/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-egm_market_highlights|sample_report&sfid=701w0000001JwQB
http://www.icis.com/energy/channel-info-about/continental-gas-snapshot/?cmpid=EMP|ENER|CHHNT-2016-0807-EURO-cgs_market_highlights|sample_report&sfid=701w0000001JwQa



