
n  Austria  n  Bulgaria  n  Czech Republic  n  France  n  Germany  n  Greece  n  Hungary  n
n  Italy  n  Poland  n  Romania  n  Serbia  n  Spain  n  Switzerland  n  Turkey  n  UK  n

European
Energy 

Markets
Winter Outlook 

2017



© Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI which is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on the content of this report.

European energy traders face a mixed outlook for 
winter 2017-18. While lessons have been learned from 
unprecedented price spikes that hit many energy markets 
at the beginning of this year, some of the issues that went 
into the mix, creating an environment that allowed the price 
spikes to occur, have again cropped up. 

Last year, as ICIS’ previous winter outlook explained, the 
market saw evidence that the low-carbon transition had, 
to an extent, made the energy markets more vulnerable to 
supply shocks during the high-demand season.

The events of last winter have therefore put the energy 
markets on high alert for this year, with traders pricing higher 
risk premium into products for winter delivery, driven by a 
fear of being caught short. 

This was particularly in evidence in the latter half of the third 
quarter in the UK for example, when short-term, or prompt, 
power and gas prices were regularly above the estimation 
made by the forward market at the start of summer for 
the same period. This evidence of spot market strength in 
delivery fed into a more bullish assessment of the value 
of the coming winter, which was bought up by traders 
throughout August and the first half of September.

Other supply-side fundamentals have also been key. In 
southern and eastern Europe a dry summer has meant 
lower hydropower reserves, limiting the potential for stored 
hydro stocks to rein in price spikes. This will also drive up 
gas use for electricity consumption as, like hydropower, gas-
fired power plants are flexible and can react relatively quickly 
to demand peaks. 

In northern and western Europe, gas traders will be focused 
on three supply-side factors in the coming winter: 

n   The closure of a major storage site in Britain

n   Falling output from Europe’s largest onshore field in the 
Netherlands 

n   Rising Russian supply to Germany

There is likely to be a shift in flow profiles between countries 
this winter, which could lead to volatile price swings and 
changes in traditional market dynamics. 

In France there are concerns from the power sector, after 
nuclear issues led to greater reliance on gas-fired generation 
earlier in the year, which may continue into the winter. 

All of this said, more recent evidence points to an easing of 
concern over French nuclear power, with a sharp sell-off of 
the French power near-curve over two days in mid- to late 
October the starkest indicator. This could mean that, despite 
the early warning signs, the European energy markets will 
pull through this winter relatively unscathed. 

Yet despite this brief show of increased confidence, the high-risk 
season will no doubt have some unforeseen shocks in store.
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Power
NORTHWEST EUROPE

Alongside the ever-present winter weather concerns, 
French nuclear power availability looks set to dominate the 
agenda this winter and act as a driving force for both power 
and gas prices in France and much of Europe. Traders 
are fearful of a repeat of last year, when outages sent 
shockwaves through the market and contributed to power 
and gas prices spiking to unprecedented highs.

Any contagion would spread to the other markets of 
northwest Europe first, and could even reach as far across 
the continent as Turkey and the eastern Nordic countries, if 
the events of last year were again to play out.

As France in January this year suffered the most serious 
supply crunch recorded in recent history, traders have this 
year been swifter to price in the risk of short supply on 
the near-end of the French power market’s forward curve 
compared to last year.

This is because an ongoing audit of French incumbent 
EDF’s nuclear components, initiated by nuclear safety 
authority ASN in August, has left traders wary of more 
extended outages.

Previously mothballed gas-fired power plants in France are 
now expecting a return to the market and should be able to 
operate both during baseload and peakload hours to make 
up for the shortfall of nuclear.

A repetition of what were then unprecedented spot prices 
is unlikely however. Some experienced traders in the 
market expect an extensive ramping up of nuclear plants in 
November or December.

This would exert pressure on Q1 ’18, although traders are 
unlikely to unwind length completely and go substantially 
short into what is typically the highest demand quarter.

The key uncertainty factor is ASN, which recently forced 
EDF to close temporarily three out of four 915MW units at 
the Tricastin nuclear power plant. 

In the event of low nuclear supply paired with cold spells, 
French spot prices have the potential to decouple from 
fundamentals and the rest of Europe, allowing speculators to 
take over the market by propping up or rapidly selling down 
prices.

Should Germany experience extended days with subdued 
wind and solar generation, which it did the previous winter, 
this could also limit cheaper renewable power to cushion 
spiralling French prices.

France’s combined-cycle gas turbines (CCGTs) in the south 
may play an important role in setting power prices this 
winter. They are among the last gas-fired power plants in 
the merit order and could therefore set the price during peak 
hours. Gas prices in the south of France rely on sufficient 
LNG supply, which is more expensive than pipeline gas. A 
lack of LNG to France is therefore bullish for French power.

The UK electricity market is set to be in thrall to France 
for the second winter running as concerns around French 
nuclear hang heavily over both countries.

The 2GW IFA interconnector linking the two markets was a 
marginal source of supply to both countries during Q4 ’16, 
meaning bullish movements in France and the UK were 
closely correlated.

However, there have been signs that the UK is better 
equipped to shrug off any price spikes which might emerge 
from France this winter.
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Traders have expressed more confidence in UK supply 
margins this winter compared to last. This relates to the fact 
the capacity market comes into force this winter, enticing 
3GW of mothballed capacity back into the market. SSE has 
also brought back all 1.2GW of capacity from its Peterhead 
CCGT into the market this winter after a three and half year 
absence for most of its capacity.

Coal is also an important driver to watch. Bullish movements 
that gripped winter products throughout August, the first 
half of September and early October were closely linked 
to continued strength in European coal prices rather than 
supply concerns coming out of France. With coal-fired plants 
potentially providing marginal supply at times this winter, 
multi-year highs in the value of coal propelled winter power 
products higher.

Germany could also see spot power price spikes and new 
highs for longer-dated contracts over the winter if further 
problems with the French nuclear fleet emerge and the coal 
curve continues its upward trend.

Spot price spikes occurred last winter, on days when 
low French nuclear and high power demand for heating 
coincided with low German wind power.

The German Q4 ’17 contract expired below the Q1 ’18. 
The spread of the two contracts is not in line with coal 
prices, even though these are typically the main driver of 
the German power curve. The Rotterdam coal futures Q4 
’17 expired above the Q1 ’18. This indicates considerably 
more risk premium has been priced into the German Q1 ’18 
compared to Q4 ‘17, which would typically be explained by 
the increased risk of cold weather and demand spikes in 
January and February.

But Germany’s own nuclear fleet could also be a reason 
for the higher risk premium on Q1 ’18. The 1.3GW 
Gundremmingen B reactor needs to close by the end of this 
year under the country’s nuclear phase-out programme.

SOUTHERN EUROPE

French nuclear supply is likely to impact the Spanish market 
this winter, but concerns over high prices could potentially 
have been exaggerated. Recently the Spanish market has 
overestimated risk, with the system able to absorb high 
demand in late summer, despite low hydropower availability.

Unusually low hydro stocks have tightened supply margins 
and supported the near end of the forward curve but the 
situation will ease should it be a wet winter.

Gas-fired power has stepped in while hydro output has been 
low. But this leaves the power market vulnerable to any 
swings in wholesale gas prices.

Italian winter contracts attracted relatively little interest from 
market participants at the beginning of the third quarter. 
Early weather forecasts decisively pointed to another winter 
with temperatures above the norm, a factor which would 
keep demand spikes at bay.

At the same time, initial anxieties about hydropower stocks 
had relaxed somewhat, on expectations of a rainy fourth 
quarter and improving stocks in neighbouring Switzerland, 
Italy’s largest import source.

Hydro stocks were 53% full at the end of August in Italy, or 
11 percentage points less than in 2016, according to system 
operator Terna, but the year-on-year deficit was only 5 
points in the 59%-full north, where the bulk of Italy’s demand 
is located.

In Switzerland, reservoirs moved from being emptier than 
the norm to above-average in mid-September, and were 
85% full in early October according to the Swiss federal 
office of energy.
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These hydro stocks should be enough to ward off the 
risk of an under-supplied Swiss market, together with the 
return online of the 1.2GW Leibstadt nuclear reactor on 7 
November.

But a drop in nuclear availability in France has the potential 
to lift spot prices in both Switzerland and Italy. Italian market 
participants without generation assets had reduced their 
exposure to the spot by October through hedging positions 
more on the physically-delivered forward market.

And, as near-curve prices rose, power producers decided 
to sell part of their production forwards to cash in. This 
contributed to a number of winter contracts trading at a 
discount to France on the over-the-counter market – an 
unusual occurrence.

Traders will be careful to get the spread on the French 
border right at monthly import capacity auctions through 
the risky months of the winter, after several importers found 
themselves caught out by an unusual Italian discount to 
France on the spot last winter.

CENTRAL & EASTERN EUROPE

The energy markets of markets of countries within central 
and eastern Europe are braced for potential strain this 
winter, particularly in Q1 ‘18. Winter risk for the central and 
eastern European power markets is priced mainly into the 
Q1 ’18 product, with Q4’ 17 having expired at a discount to 
contracts for delivery next quarter.

The reason behind the premium on Czech Q1 ‘18 is clear 
cut, as a 1GW unit at nuclear power plant Temelin will be in 
maintenance for almost the whole of the first quarter.

Hungarian Q1 ’18 contracts have more risk premium in part 
because of the events of winter 2016-17, when extremely 
cold temperatures in the Balkans pushed prices to record 
highs in January and February.

The Balkan countries are usually a main source of electricity 
imports for Hungary, but with hydropower reserves 
extremely low in early winter in these countries, Balkan 
supply may not be sufficient to rein in potential first quarter 
price spikes.

The German Q1 ’18 premium over Q4 ’17 expiry is also 
bullish for both the Czech and Hungarian Q1 ‘18 products. 
Traders have pointed to a bullish outlook for the German 
front quarter as supporting these markets because the 
region also sources imports from Germany.

But recent sessions on the spot market in both Hungary and 
the Czech Republic suggest fourth quarter expectations 
were on the low side. The Hungarian day-ahead delivered 
above Q4 ’17 expiry on average in the first few sessions of 
the fourth quarter.

Domestic coal supplies as well as the availability of the 
country’s largest coal-fired power plants will determine the 
direction of wholesale electricity prices in Poland this winter.

The operation of Poland’s main coal-fired plants will prove 
essential during the winter months. According to forecasts 
released by grid operator PSE in October, plant availability 
is expected to be sufficient this winter, with no major 
maintenance scheduled.

A marginal premium the Q1’ 18 contract had over Q4 ’17 
a week into September reversed and the Q4 ’17 contract 
expired above the Q1 ’18 product at the end of the month.

The lack of premium of the Q1 ’18 contract, where winter 
demand in Poland is usually at its peak, over the Q4’ 17 
contract at expiry suggests the market was not pricing in 
much risk for the first three months of next year relative to 
the last three months of this year.

The Polish electricity grid is expected to be well supplied this 
winter with additional capacity coming from the new 1GW 
coal-fired Kozienice unit run by state-owned Enea. However, 
the unit is still in its testing phase which means the whole 
plant has rarely worked at full capacity since its connection 
to the grid in September.

Given Poland’s close proximity to Germany, any disturbance 
to French nuclear availability – which despite the size of the 
German market can influence its power prices – could also 
raise Polish prices, particularly if coinciding with increased 
demand.
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This is because such an occurrence could limit imports of 
power from Germany into Poland.

The only contract that has been continuously rising – not just 
since the start of September but since the start of the year – 
is the Polish front-year. The price has been moving up due 
to bullish global coal prices and the linked expectations that 
domestic coal prices for wholesale producers will increase 
next year. If such sentiment remains, it might feed into Q1 
‘18 as well.

SOUTHEAST EUROPE

Balkan hydropower availability will remain a key driver of 
electricity prices in Hungary and southeast Europe this 
winter. 

So far this year has been fairly dry with reservoirs and river 
inflow at record lows in several Balkan countries. Rainfall 
in September brought some short-term relief but hydro 
stocks started to decline once again at the start of October. 
Therefore traders will be looking closely at precipitation 
forecasts this month. 

Conventional plant availability in Romania is also in 
question amid extended outages, while any potential French 
nuclear supply problems could also have a ripple effect as 
happened last winter.

The year so far has been particularly bullish for the regional 
markets and the winter is unlikely to be an exception.

Some countries in the region appear to have learnt 
lessons from last winter and are already taking measures 
against potential supply shortages and spikes in demand. 
For example, Bulgaria and Romania recently signed an 
agreement for emergency electricity supply which will last 
until the end of next year. Record demand and supply 
shortages led to Bulgaria imposing an electricity export ban 

for almost a month last winter which was one of the reasons 
for extreme price spikes on many regional markets.

Bulgaria has additionally been saving water with current 
hydropower reserves at last year’s levels despite poor 
rainfall, according to grid operator ESO. On top of this, ESO 
has significantly increased penalties for power plants that fail 
to provide cold reserve if needed.

Traders have been concerned about potential coal shortages 
in Serbia, which produces more than 70% of its electricity 
at aging coal-fired plants. But in a recent statement, Serbian 
state-owned incumbent EPS said it was ready for the 
upcoming winter with coal deposits full and coal transportation 
facilities upgraded. Moreover, planned maintenance at thermal 
and hydropower plants was nearing completion as scheduled.

TURKEY

Turkish traders are braced for another winter of soaring 
electricity prices with a number of bullish factors on the horizon.

Already Turkish electricity prices to date have been on 
average 20% higher in delivery than over the same period 
last year, as daily hydro output has fallen 9% over the same 
period while summer consumption reached record levels, 
approaching 1TWh of daily demand in July and August. 

Moreover hydrology has been well below seasonal levels 
throughout the summer, feeding bullishness. If the drought 
persists over the autumn months, operators will struggle 
to ramp up production and feed comparatively cheaper 
electricity to the market. 

A shortfall in hydro production would drive up demand for natural 
gas, but additional volumes can only come from the global LNG 
market since pipeline gas is sourced on a contractual basis and 
therefore does not allow a great deal of flexibility.

Gas
NORTHWEST EUROPE

Britain will need to draw natural gas supply from mainland 
European sellers this winter in the absence of the Rough 
storage site. There is still some gas in Rough and the facility’s 
operator, Centrica Storage, is allowed to use around 870 
million cubic metres (mcm) this winter to reduce pressure.

Around 12mcm/day of capacity came online on 3 October, 
with this expected to gradually fall as volumes are removed. 
While this will provide some relief, it is far short of the 
45mcm/day withdrawal capacity that shippers could call 
upon in previous winters.

Instead, Britain will look to Norwegian suppliers and 
the country’s pipeline connections to Belgium and the 
Netherlands to secure gas for the high demand period.

  Stay informed on the 
  European Spot Gas Markets

The ICIS European Spot Gas Markets  
report provides you with the latest  
prices, news and expert analysis  
on the current day’s trading.

We publish independent price  
assessments and Heren indicies  
for the British NBP, German NCG and  
GASPOOL, Italian PSV, Spanish VTP and more.

DOWNLOAD A FREE SAMPLE REPORT

https://www.icis.com/energy/gas/europe/european-spot-gas-markets/?cmpid=ILC|ENER|CHHER-2017-1611-EURO-empienericheerieuropeangasmarketwinteroutlook_xpromo_16112017&sfid=701w0000001q0IH
https://www.icis.com/energy/gas/europe/european-spot-gas-markets/?cmpid=ILC|ENER|CHHER-2017-1611-EURO-empienericheerieuropeangasmarketwinteroutlook_xpromo_16112017&sfid=701w0000001q0IH


EUROPEAN ENERGY MARKETS WINTER OUTLOOK 2017

© Copyright 2017 Reed Business Information Ltd. ICIS is a member of RBI which is part of RELX Group plc. ICIS accepts no liability for commercial decisions based on the content of this report.

It is unlikely LNG shipments into South Hook, Dragon and 
the Isle of Grain will be overly frequent given much higher 
prices in east Asia and South America.

In the Netherlands lower production from the giant Groningen 
field could mean a change in the usual cross-border flow 
profiles. The field produces low calorific gas (L-gas), which is 
used in domestic applications throughout northwest Europe. 

The Dutch government has lowered the production cap at 
Groningen for gas year 2017, which runs for 12 months from 
1 October 2017, to 21.6 billion cubic metres (bcm).

This is down by 10% from gas year 2016, with the restriction 
due to earth tremors associated with the extraction process. 

The Dutch council of state – the Netherlands’ highest 
general administration court – is due to issue a ruling on the 
latest production plan in the first half of November.

Even if there is no further reduction, any cold snaps could 
lead to volatile price moves on the TTF prompt.

Based on the average availability of Groningen capacity, 
winter production could total around 11.2bcm. This would be 
down by 16% compared to the last winter.

Assuming aggregate demand for Dutch L-gas is in line with 
the five-year average and maximum use of the Norg storage 
facility, more than 18.5bcm could be needed via high-calorific 
gas (H-gas) conversion during the winter. This would be up 
from nearly 17bcm during the winter of late 2016/early 2017.

The Netherlands has capacity to source up to 23bcm of 
L-gas via nitrogen blending and a further 11bcm through 
mixing high-calorific gas (H-gas) with Groningen output. 

Dutch prices will need to rise above German markets at 
times to incentivise imports of H-gas for conversion to L-gas. 

In Germany direct supply is set to be boosted by a recent 
decision allowing Russian producer Gazprom greater 
access to the OPAL string of the Nord Stream pipeline. 

At an auction on the PRISMA platform in September, an 
additional 35mcm/day of capacity was offered on the OPAL 
line for October, all of which was sold.  

Russian flows via Nord Stream are expected at the 
maximum capacity of 150mcm/day during October, a trend 
that is likely to continue through the winter. 

Despite the additional supply, German traders are 
concerned due to the volume of gas in storage, which is 
lower than in 2016. 

At the end of September this year, facilities were 82% full 
with 19.3bcm in store, which was 12 percentage points, or 
2.9bcm, less than one year earlier.

Another factor is the availability of nuclear generation capacity 
in France, with unplanned outages leading to price spikes last 
year and driving up gas use for power production in Germany.

France went from being a net exporter to a net importer of 
electricity due to the outages and market participants will be 
watching the status of its nuclear fleet closely. 

In addition to the nuclear situation, low levels of gas in 
storage are a concern for French traders, with the main risk 
likely in the poorly connected southern region.

Traders are concerned there will be a repeat of winter 
2016/17, when the French TRS Day-ahead gas contract 
spiked to unprecedented highs. 

Authorities are working on reinforcing the grid to boost 
pipeline flows to the vulnerable southeast, but work will not 
be completed until late 2018. 

The energy regulator has granted grid operators additional 
powers to keep the system running smoothly, while the energy 
ministry has called on network managers to build up additional 
reserves in the southeast to mitigate the supply risk. 

These measures are unlikely to be enough to solve the 
underlying structural issues.
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SOUTHERN EUROPE 

Italy goes into winter with full storage sites, which coupled 
with its diverse sources of supply, should ensure system 
security even when cold spells materialise. The country has 
the second-largest storage capacity in Europe and can store 
around 17.5bcm, although a significant proportion of this is 
tied up in strategic reserves.

Daily and monthly withdrawal caps limit the flexibility of 
the system, particularly during demand spikes in the fourth 
quarter when the use of storage is more strongly inhibited.

Flows from Austria and Algeria are expected to remain the 
main source of Italian gas supply this winter, while deliveries 
from Switzerland are likely to be the most responsive to 
wholesale price changes. 

Maintenance on the TENP pipeline will cut export capacity 
from Germany to Switzerland, and therefore also to Italy, by 
about 50% until the 2019 summer, which will tighten Italian 
supply margins.

Shippers can reroute gas from northern Europe to 
Switzerland through France, although this would be more 
expensive than importing via Germany.

Trader attention is likely to be focused on the power sector, 
as Italy may be more reliant than usual on gas for electricity 
production due to the French nuclear situation.

The same will be true for Spanish market participants, with 
gas plant operators expecting increased demand from 
the industrial sector due to economic growth, as well as 
potentially high exports to France. 

On the supply side, as Spain’s pipeline connections to the 
rest of Europe are limited, the country could be at the mercy 
of the LNG market should demand jump. This was the case 

last winter, when wholesale gas prices jumped to five-year 
highs that attracted increased LNG from Nigeria and Qatar.

CENTRAL & EASTERN EUROPE 

Austrian storage sites were 78% full by the end of 
September, compared to completely full at the start of the 
previous gas winter. 

The lower volumes this year have led to some concern on 
the supply side, particularly during the opening quarter of 
2018, traditionally the highest-demand period. 

If the final months of 2017 are cold and a large volume 
is taken from storage, there could be price spikes in the 
opening three months of next year. 

Italian gas demand for heating and power generation during 
the winter will be another driver of the Austrian VTP. 

Despite full Italian storage sites at the beginning of the 
winter, strict regulation means Austrian deliveries through 
the TAG pipeline will always be important.

Italy is also expected to be more dependent on volumes 
transiting Austria due to maintenance on the German TENP 
pipeline. 

Gas-fired power generation will be another key driver, due 
to a relatively dry summer meaning hydro electric stocks 
in Austria are low. Run-of-river hydro production is also 
expected to be limited, meaning there could be greater gas 
use for electricity generation. 

In Poland, state-owned incumbent PGNiG is set to receive 
double the LNG from Qatar from January 2018, which should 
improve and diversify supply in the second half of the winter. 

exempt from production cuts, will keep diluting OPEC’s 
efforts until they also cut production.

After long discounting the actual effects of OPEC’s 
intervention, markets have reverted to moderate 
bullishness, acknowledging the slow but effective 
decrease of global crude stocks. 

Middle East geopolitics and Venezuela’s flirtation with a 
default risk have imparted bullishness along the crude 
oil forward curves. The build-up in long future positions 
suggests that investors believe that oil prices will go up.

Markets are following US crude inventories and 
production, responding to very slim evidence of changing 
supply and demand fundamentals. Fears of a resilient 
US shale oil industry keep dragging on market sentiment. 

CRUDE OIL 

Organisation for Economic Co-operation and 
Development countries in Europe and China will be the 
key drivers of global oil demand growth in 2018. 

Data gathered from various sources pointed to strong 
winter demand from China. The crude market has also 
underestimated Chinese refinery runs and storage 
levels, according to sources, hence an expected 500,000 
bbl/day demand growth for 2018.

Assuming the Organisation of the Petroleum Exporting 
Countries (OPEC) extends its supply agreement with 
non-OPEC producers, the crude and refined products 
markets will be broadly balanced in 2018. 

Rebounds from producers like Libya and Nigeria, both 
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The country’s storage facilities were almost completely 
full at the end of September, meaning shortages are not 
expected unless there is a sustained period of extremely 
high demand. 

Polish gas prices tend to track more developed markets in 
northwest Europe, particularly the German GASPOOL hub, 
which will continue in the coming winter.  

Recent regulatory changes which mean shippers in Poland 
that keep mandated strategic reserves outside of the country 
are faced with prohibitively-high costs has led to a number 
of counterparties quitting the hub, causing liquidity to fall. 
The decrease in market diversity is likely to have a negative 
impact on supply security.

SOUTHEAST EUROPE

The lack of functioning hubs in Greece and Bulgaria 
means both markets enter the winter with little in the way of 
competitive supply security, and will be at the mercy of long-
term contract nominations.

But developments in overdue balancing markets in both 
countries may provide some relief. Bulgaria introduced a 
new system at the start of the winter, with Greece scheduled 
to launch a platform at the start of the year. 

Yet Greece faces a potentially tight first quarter of 2018, 
with the Revithoussa likely to be closed for as long as 
three months while operator DESFA upgrades the facility. 
During the closure, the country will be entirely dependent on 
Russian and Turkish supplies.

In Romania, domestic production coupled with the inability 
to export – despite clear price incentives to do so – mean 
the country should be comfortably supplied over the winter. 
Through which venues gas can be sold will be of key 
concern for traders, as legislators continue to argue over 
whether to mandate the use of the state-backed OPCOM 
bourse, which is disliked by the market.

TURKEY

As in central Europe, Turkey has experienced a dry 
summer, meaning that hydro reserves are low and gas-fired 
generation is expected to step up to compensate. 

In addition, the majority of the country is now connected 
to the gas grid, following infrastructure investments made 
this year. This means demand will be more sensitive to any 
drops in temperature. 

On the supply side, state-owned BOTAS is understood to 
have sourced between 12-15 LNG cargoes for delivery 
between November and March 2018. 

Should consumption spike, Turkey would have to secure 
additional LNG through the spot market, which would require 
high prices to entice sellers to deliver to the country. 

An additional risk for Turkey is linked to Iran, which 
remains embroiled in a pricing dispute with Turkmenistan. 
Although Iran has the world’s largest gas reserves, pipeline 
infrastructure is limited in the north of the country and this 
region is mainly supplied by Turkmenistan. 

If Iran cannot source volumes from its neighbour, it is likely 
to reduce exports to Turkey, which has happened on several 
occasions previously.

LNG

Asian prices gained a substantial premium to those in 
Europe during October, giving an incentive for traders 
to reload LNG from Europe. The premium could be 
eroded by colder weather in Europe in the coming 
weeks, but Asia is set to be the preferred choice for 
delivery once again this winter. 

Spot LNG prices in east Asia rallied in October and early 
November, spurred by strong end-user demand in the 
region and by bullish sentiment from rising oil and coal 
markets. Australia’s Wheatstone LNG project started 
production during October, although the additional 
supply did little to offset increased consumption. 

New production could help supply in the weeks 
ahead. Train 1 at Australia’s Wheatstone project 
is due to export its second cargo in the first half of 
November, while LNG from the US-based Cove Point 
plant in Maryland is expected to start before the end 
of the year. Additionally Yamal LNG in Russia is due 
to export its first two cargoes in November. 
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