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Summary:
The first quarter of 2019 continued the bearish mood seen at the end of 2018. The strong growth in global production over the past
year outstripped the continued growth in demand, pushing spot LNG prices below $5.00/MMBtu for the first time since summer 2016.
The market replaced the normal “rise and fall” pricing structure expected between October and March with a steady decline
across the winter months.
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Spot LNG prices have seen a steady decline since October.

China’s demand continued to grow strongly, but the rate
of increase slowed from the previous winter. New import
facilities are also opening up in South Asia, where there is
growing demand from India, Pakistan and Bangladesh.
On the supply side there has been strong growth from
Australia, Russia and the US in the past year. The first
quarter of 2019 saw the completion in the US of the 4.5
million tonnes per annum Sabine Pass train five and the
4.5mtpa Corpus Christi train one.
A cold winter would have absorbed more of the extra
supply, but in the event the winter as a whole was normalto-mild in both Asia and Europe. European traders had
been watching for a potential repeat of February/March
2018’s “Beast from the East” cold weather system, which
drove a sharp spike in prices the previous year. But despite
some initial indicators at the start of 2019, this failed to
develop. In fact late February 2019 saw one weekend in
the UK of record-breaking summer-like temperatures.
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UK heating demand this year was much lower than during last
year’s “Beast from the East”.

traded markets, meaning that producers can guarantee to
sell their cargo, even when it is hard to find spot demand
opportunities in other parts of the world. Northwest Europe
was particularly attractive for Atlantic-basin producers,
including Russia’s Yamal LNG, due to shorter shipping
distances than delivering to Asia.
Qatar was the world’s biggest exporter of LNG across the
first quarter, after being briefly overtaken by Australia for the
single month of November. The market is still awaiting the
first cargo from Australia’s 3.6mtpa Prelude facility, while the
US has a number of projects due onstream this year.
Japan remained the single biggest importer across the quarter,
with China in second place and South Korea remaining in third.
Australia, Qatar, US exports
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As prices fell, LNG traders directed an increased number of
cargoes to northwest Europe. The region has liquid spot-

million tonnes
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Local distribution zone demand in the UK rarely exceeded
200 million cubic metres/day from mid-February, compared
with peaks of up to 350 mcm/day the year before. LDZ
demand represents households and small businesses
connected to local distribution networks, but does not
include power plants and industry.
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US exports increased with Sabine Pass train five and Corpus Christi
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Exports: Boosts for Qatar, Papua New Guinea
Exports from global LNG producers in Q1 2019 increased
14% on the year to 88.1 million tonnes. This was actually
the same rate of annual increase as had been seen in
Q4 2018. Russia, the US and Australia led the annual
increases in output, as expected from countries with new
facilities coming on stream. But Qatar and Papua New
Guinea also saw significant annual increases.
Exports
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million tonnes
Export
Country

Q1 18

Q4 18

Q1 19

% change
qtr-on-qtr

yr-on-yr

Algeria

2.6

2.8

3.2

14

23

Angola

1.0

1.0

1.2

20

20

Australia

15.7

19.2

17.9

-7

14

Brunei

1.8

1.6

1.7

6

-6

Cameroon

0.0

0.3

0.3

0

Egypt

0.3

0.8

0.8

0

167

Equatorial
Guinea

0.8

0.8

0.7

-13

-13
-15

Indonesia

4.7

4.6

4.0

-13

Malaysia

6.4

6.9

6.7

-3

5

Nigeria

5.4

4.8

5.2

8

-4

4

Norway

1.1

1.1

1.0

-9

-9

0

Oman

2.6

2.9

2.8

-3

8

Papua New
Guinea

1.3

2.1

2.2

5
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Export tonnage rounded to one decimal place, % change calculated
from rounded numbers.

Qatar’s Q1 2019 exports of 20.5m tonnes were up 1.1m
tonnes, or around 6%, from both the previous year and
the previous quarter. This could be a strong quarterly
performance reflecting the producer targeting its output at
the highest demand period of the year. Or it could imply

Peru

0.8

1.1

1.0

-9

Qatar

19.4

19.4

20.5

6

6

Russia

4.4

6.2

7.2

16

64

3.0

3.0

3.3

10

10

1.3

1.5

1.4

-7

8

4.4

6.1

7.0

15

59

77.0

86.2

88.1

2

14

Trinidad &
Tobago
United Arab
Emirates
United
States
Total

Note: Export tonnage rounded to one decimal place, % change calculated
from rounded numbers.
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Australia’s exports gained 2.2m tonnes on the year to
17.9m tonnes, with annual changes including the addition
of a second 5.0mtpa train at Wheatstone in summer
2018 and the floating Ichthys production plant starting
up offshore northwest Australia in fourth quarter 2018.
Ichthys is ramping up towards an 8.9mtpa nameplate
capacity.
Australia’s output saw the biggest quarter-on-quarter
decline, though, losing 1.3m tonnes. The 5.2mtpa Gorgon
train three was out for around a month of maintenance in
the first quarter, and March 2019 also saw loadings and
exports delayed from northwest Australian production
facilities after ports were closed at the end of the month
due to Tropical Cyclone Veronica.
Meanwhile, Indonesia’s output in Q1 19 was down 0.7m
tonnes on the year and a similar amount from the previous
quarter, likely due to declining local feedgas availability,
while Egypt’s output was up 0.5m tonnes on the year as the
country’s domestic gas production continues to increase.

Imports: Europe acts as the sink
Northwest Europe’s liquid spot gas trading hubs acted as
the “sink” for the excess supply in the global LNG market
during the quarter. Producers sold their surplus cargoes
into the market, pushing down spot prices in the region as
LNG competed against pipeline gas.
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US exports were up 2.6m tonnes on the year to 7.0m
tonnes. This was due to the start-up in early 2018 of the
5.25mtpa Cove Point plant, and during Q4 18 of 4.5mtpa
trains at Sabine Pass and Corpus Christi. First cargoes
at both those facilities were produced during late 2018.
Both trains then had significant outages during the first
quarter 2019, to allow for the removal of strainers and other
final commissioning works. But by the end of Q1 19, they
appeared to be in full operation.
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The biggest annual increase was seen from Russia, up
2.8m tonnes to 7.2m tonnes thanks to full operations from
Yamal LNG’s third 5.5mtpa production train. With the
Northern Sea Route east from Yamal through the Arctic
to Asia closed during the winter, the bulk of this output
was sent west into the Atlantic, and delivered to the spot
markets of northwest Europe.

ImportS

million tonnes

Papua New Guinea’s Q1 output was 2.2m tonnes, up only
5% from the previous quarter, but up a huge 69% on the
year. In early 2018, the country’s output was reduced due
to the after-effects of an earthquake that hit the country in
February 2018.

Europe as a whole saw an 87% annual increase in LNG
imports in the first quarter, up almost 10 million tonnes
to 20.8m tonnes. This was also a 2.8m tonnes increase
from the previous quarter. The size of Europe’s increased
demand more or less matched the 11.1m tonnes annual
increase in global supply during the quarter
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an increased annual output level. If maintained across the
year, it would suggest annual production over 80m tonnes,
in excess of the country’s traditional 77mtpa capacity.

IMPORTS
million tonnes

% change

Import Region Q1 18

Q4 18

Q1 19

qtr-on-qtr

Central/South
America

2.5

3.0

20

2.5

yr-on-yr
20

E Asia

54.1

53.1

52.1

-2

-4

Europe

11.1

18.0

20.8

16

87

India/
Pakistan/
Bangladesh

7.3

7.7

8.3

8

14

Middle East

1.6

1.2

0.4

-67

-75

North America 0.8

0.6

0.7

17

-13

SE Asia

2.4

3.2

3.4

6

42

Total

79.8

86.3

88.7

3

11

Import tonnage rounded to one decimal place, % change calculated from
rounded numbers.
Import volumes are counted by day of arrival, whereas export volumes are
counted by day of departure.

France was the biggest single importer in Europe, taking in
4.0m tonnes in Q1 19, double its level a year earlier. The
UK imported 3.2m tonnes, up by 2.7m tonnes. Italy imported
2.3m tonnes, up 1.1m tonnes. The Netherlands imported
1.4m tonnes, up by 1.3m tonnes. Europe, in these figures,
includes Turkey, whose imports rose 0.4m tonnes to 3.7m
tonnes.
Spain only saw its imports increase 0.4m tonnes to 2.8m
tonnes. Although Spain has a lot of regasification terminals
with spare capacity, it does not have good pipeline
connections to the rest of Europe. So delivering LNG to
Spain does not provide such easy access to the liquid
trading hubs of northwest Europe as delivering to a terminal
such as Dunkirk in France, Zeebrugge in Belgium or Gate
in the Netherlands.
The East Asian importers of Japan, China, South Korea
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and Taiwan remained the dominant import region, but these
buyers saw their overall imports slip back 4% on the year
to 52.1m tonnes. Imports were also down by 2% from the
fourth quarter. Normally imports might be expected to rise
going into the first quarter, which often sees the coldest
weather of the northern hemisphere winter. But this year,
a mild season meant tank stocks were still high in the first
quarter. Companies had also bought early for winter this
year, which had added to imports in Q3 and Q4 of last year
at the expense of Q1 demand.
China continued to show strong annual growth, with its first
quarter imports up 25%, or 3.1m tonnes, to 15.4m tonnes.
But the first-quarter imports were actually down 9% from
the fourth quarter, due to the healthy inventory levels noted
above. The rate of growth was not as impressive as the
winter before. China’s Q1 18 imports were a massive 62%
higher than Q1 17.
Japan’s Q1 19 imports were down 2.3m tonnes on the
year to 22.2m tonnes, though up 2.1m tonnes from the
fourth quarter, with the country not front-loading its winter
buying in the same way that China had. The annual
decline can be explained by the milder weather as well
as the return of nuclear power generation during 2018,
reducing requirements for gas-fired power generation.
China, South Korea, Japan imports
10

South Korea’s quarterly intake was down 2.6m tonnes on
the year to 10.6m tonnes, and also down 1.5m tonnes from
the fourth quarter. The mild weather and improved nuclear
generation were contributory factors. Taiwan’s imports
were relatively stable from the previous year and quarter at
around 4.0m tonnes.
The South Asian region of India/Pakistan/Bangladesh is
now the third largest region. Imports increased 1.0m tonnes
to 8.3m tonnes, with annual increases from Pakistan and
new import country Bangladesh more than offsetting an
annual decline in cargoes into India.
The Excellence floating storage and regasification unit took
up position offshore Bangladesh last August and has been
importing long-term contract cargoes from Qatar since
September. Indian Oil Corporation, meanwhile, took in its
first cargo at its new Ennore import terminal in February.
This is the first terminal on India’s east coast.
Middle East imports fell 1.2m tonnes on the year to 0.4m
tonnes. This is largely due to increased domestic gas
production in Egypt, including from ENI’s Zohr field and
BP’s West Nile Delta assets. This enabled Egypt to halt its
own cargo imports, and export more gas, both as LNG from
its Idku liquefaction plant, and via pipeline to neighbours.
Egypt’s higher pipeline exports enabled Jordan to cut its Q1
LNG imports by 0.7m tonnes from the previous year to just
0.1m tonnes in Q1 19.

9
8

Reduced rainfall in Brazil boosted imports into the Central/
South America region. Brazil took in 0.6m tonnes, up 0.5m
tonnes on the year and the previous quarter to enable gas-fired
power generation to replace the lower hydropower potential.
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Prices: Surplus crashes the spot
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China’s imports continued to grow compared to the previous year.

Increases to global supply during the first quarter
outstripped increases in demand, resulting in cargoes being
dumped into northwest Europe’s spot gas markets. This
pushed down prices at the region’s UK NBP and Dutch TTF
gas hubs. The falls in Europe in turn pulled down spot LNG
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prices for East Asia, which no longer had to compete as
hard against Europe for the few spot cargoes it did need.
The East Asia Index (EAX) spot price for Japan, China,
South Korea and Taiwan plummeted from $8.950/MMBtu at
the start of January to $4.500/MMBtu at the end of March,
briefly touching a low of $4.275/MMBtu on 27 March.
Global LNG prices
14
12

The fall in prices sent both EAX and NBP substantially lower
than at the same time last year. The two markets converged
at a much earlier point this year than last year, when Asia
retained a significant “winter” premium until late March.
US Henry Hub gas prices were fairly stable across the
quarter, apart from some bullishness in January. They
were also relatively steady in Q1 19 compared to the same
quarter of last year.

10

$/MMBtu

parity. It is slightly quicker, and therefore cheaper, for Qatar
to ship a cargo east to Asia than west to Europe. A 20-cent
saving in shipping costs to Japan, for example, might mean
that a Japanese price 20 cents lower than Europe in fact
represents an equal netback profit for Qatar.
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EAX and NBP spot gas prices plummeted below last year’s levels.

The UK NBP started the quarter around $1.25/MMBtu
below the EAX, with Asia holding a premium at the start of
the year to attract cargoes east. European spot prices were
soon on a downtrend, however, and ended the quarter at a
small premium to the EAX. The NBP was at $4.691/MMBtu
at the end of March, almost 20 cents above the EAX.
For a Middle Eastern LNG exporter like Qatar that could
in fact place the European and east Asian gas markets at

A key point to note is the divergence between gas and oil
prices. At the start of the year the EAX spot LNG price was
more or less at parity with Brent crude oil, in $ per MMBtu
terms. By the end of the quarter the contrast between the
strong global oil market and the weak LNG market split these
two fuels apart, with Brent crude at $11.728/MMBtu being over
$7/MMBtu higher than the EAX at $4.500/MMBtu.
If this divergence continues, it would mean that gas is
increasingly attractive as a fuel compared to oil in any
areas where they compete, such as power generation
in some countries at some periods, or potentially as a
transport fuel. This could encourage greater demand for
gas over time, for example, if more transport vehicles are
converted from oil to gas in regions such as India. In power
generation, however, the key competition is between gas
and coal, which is generally still cheaper.
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The split between gas and oil prices also introduces a
significant difference to the price of LNG cargoes imported
under long-term, oil-linked import contracts, perhaps
signed five or ten years ago, and the price of LNG bought
at current spot market prices. Importers could increasingly
try to reduce long-term import volumes, as far as their
contracts allow for flexibility, and buy from the spot market
instead.
In Europe over the last ten years, prolonged periods when
spot gas prices were below oil-linked contract prices led
to major utility companies suffering large losses on their
gas imports, and then the utilities seeking price reviews
on their import contracts from their producer partners. This
led to fundamental shifts in contracting behaviour, and an
increased use of spot-price references in long-term import
contracts.

The quarter ahead:
In our last report, we noted that the El Nino weather system
indicator suggested mild weather in east Asia could continue
throughout the first quarter, “leaving Asian importers relatively
relaxed about the second half of the season.” We said that
the main risk to prices was “an unexpected cold snap” or “an
extreme cold period across Europe”.
The “Beast from the East” Siberian weather system that
had brought cold weather to Europe in early 2018 did not,
in the end, return in 2019, so the initial relaxed prediction
remained valid, with prices crashing lower.
Winter 2018/19 could have been the last “tight” winter for
supply/demand before a long-expected period of surplus
as new supply projects come onstream. In the event, mild
winter weather and limited plant delays meant the winter
was not tight, and the market has already entered the
surplus period. The key questions for traders are now how
low prices could fall, and how long the surplus will last.

Supplies are going to continue to increase across the
remainder of the year, adding to the current “loose”
supply/demand balance. Australia’s Prelude project has
exported its first condensate cargo, on the Advantage
Atom tanker in late March. The first LNG cargo could
follow within weeks, though there remains no definite date
from operator Shell.
The first cargo from Prelude, when it eventually comes, will
be more important for proving the concept of large-scale
floating LNG production than for its physical contribution
to the overall global market. At 3.6mtpa at full capacity,
Prelude is smaller than just one of the six new production
trains potentially coming online at the US Cameron,
Freeport and Corpus Christi facilities this year.
Those US trains will make a much bigger impact on the
market overall, adding a second wave of US production to an
already well-supplied market. As onshore terminals drawing
from the well-established US gas market for feedgas, they
are also likely to be able to ramp up to full capacity and
maintain steady rates more easily than Prelude.
NEW TRAINS EXPECTED LATER THIS YEAR
mtpa

Date

Australia

Prelude

3.6

Q2 2019

US

Elba Island

2.5

Q2 2019

US

Cameron T1

4.5

Q2 2019

US

Cameron T2

4.5

Q3 2019

US

Cameron T3

4.5

Q4 2019

US

Freeport T1

4.6

Q2 2019

US

Freeport T2

4.6

Q3 2019

US

Corpus Christi T2

4.5

Q3 2019

Russia

Yamal T4

0.9

Q4 2019

Argentina

Tango FLNG

0.5

Q4 2019

34.7
New liquefaction trains expected during remainder of 2019.
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Counting the fifth Sabine Pass train and the first Corpus
Christi train that completed commissioning during the first
quarter, the total possible for US additions across 2019
is 38.7mtpa of capacity, much of which could continue to
target Europe as the nearest liquid market into which to sell
cargoes.

Europe’s spot gas markets halted their decline before
they hit that $4.00 level that could have made cargo
production unprofitable. In early April spot prices were even
rebounding over $5.00/MMBtu, increasing the profitability
of cargo sales. So the immediate threat of shut-ins of US
production appears to have receded.

Yamal LNG, which completed its third train at the end
of 2018, also has a smaller 0.9mtpa fourth train due
on stream by the end of 2019, also positioned for likely
deliveries to Europe.

The key factor across summer will be the balance between
additional US supply coming into the market, pushing spot
prices back down towards short-run production costs, and
the ability of demand factors to soak up supply and keep
prices high enough to keep US plants running.

Traders have begun to question whether Europe can
absorb all this extra supply, or whether prices could fall
so low as to result in US producers shutting-in production
to return the market to balance. Already European gas
markets have fallen below the typical “long-run” costs of
producing LNG from the US.
Liquefaction facilities such as Sabine Pass in Louisiana
were financed by long-term sales contracts with customers
typically structured at 115% of the Henry Hub price plus
a fixed fee of around $3.00/MMBtu. As the graph below
shows, when the Henry Hub is around $3/MMBtu, this
works out at around $6.45/MMBtu to produce a cargo, or
a delivery price into Europe of around $7.00/MMBtu if an
allowance is added in for trans-Atlantic transport.
Spot gas prices in Europe at $4.50-5.00/MMBtu are already
so low that such long-term contracts would be losing
money. However, buyers are committed to paying the $3.00
fixed fee whether they take a cargo or not, and as such it
may be viewed as a “sunk cost”.
The immediate decision for the holder of such a contract
on any given day is whether producing a cargo will be
covered by the short run costs. Paying 115% of Henry Hub
to purchase and liquefy US gas, plus perhaps 55 cents
for transport across the Atlantic, gives a short-run price
for delivery into Europe of around $4.00/MMBtu at $3.00/
MMBtu Henry Hub prices.
US LNG export prices
14
12

After a mild winter Europe’s onshore gas storage facilities
are at a higher level of fullness than in most recent years, the
highest since around 2014. There remains a large amount
of capacity to refill at the start of the second quarter, but if
storage traced a similar path to 2014, injection demand could
be limited from around September onwards.
Traders could, however, seek to take advantage of low prices
to fill storage at higher rates than ahead of some winters.
They may particularly look to increase storage volumes if
they are concerned about the potential for supply disruptions
in early 2020 from the expiry of the current gas transit
agreement between Russia and Ukraine at the end of 2019.
Switching European power generation from coal-fired
to gas-fired power plants could also soak up additional
volumes of gas. Gas is more likely to be able to compete
against coal in Europe than in other regions of the world
because Europe has a carbon dioxide pricing scheme.
China’s demand is set to continue growing across the
rest of the year, though likely at a lower rate than in 2018.
There are also new import facilities coming to the market,
including for Bahrain, Brazil, a new FSRU for India at
Jaigarh and a second FSRU for Bangladesh.
These new demand projects will also offset some of the
new supply. But while larger increases in demand would be
possible in the longer-term in response to any continued
low prices, there would be a time-lag for some of the
demand to reach market due to the need in countries such
as India to build out import infrastructure and downstream
gas connections to take advantage of lower prices.

$/MMBtu
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In mid-April, the financial LNG swaps market, which is
settled against the average physical spot prices, showed
third-quarter contracts for Asia priced over $6.00/MMBtu,
and the fourth quarter of 2019 approaching $8.00/MMBtu.
This suggests some expectations in the market that
physical spot prices could increase from the lows they
found early in the second quarter, with upside risk factors
including strong air-conditioning demand in the event of a
hot Asian summer, as seen in Japan in summer 2018.
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LNG Edge market intelligence
The LNG Edge market intelligence platform tracks cargoes
in real-time around the world, keeping users in touch with
increasingly fast-paced and globalizing gas markets. LNG
Edge uses satellite data to monitor the imports and exports
of global consumers and producers. A dedicated team of
analysts supplement this physical data with commercial
information from customs agencies and other sources to add
in-depth price and volume data to voyage records. Import and
export figures in this report are based on the latest data from
the LNG Edge platform at time of publication.
LNG Edge also provides a database of global LNG
contracts, an infrastructure database, news and alert
services and more. The ICIS publication LNG Markets Daily
contains the East Asia Index (EAX) for spot LNG deliveries
to Japan, China, South Korea and Taiwan as well as a full
range of other price assessments.
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European Gas Hub Report
The European Gas Hub Report (EGHR) is a comprehensive quarterly analysis of liquidity and market developments,
providing deeper analysis and insights into Europe’s major and emerging trading hubs.
Helping you monitor activity in key hubs such as the UK NBP and Belgian Zeebrugge, alongside developments in
emerging countries like Poland, Turkey and Greece, EGHR is a must-have publication for the European gas industry.

EGHR can help you
n Understand European market conditions, to access how and why trade is developing
n Identify which hubs to target, to make informed gas trading decisions
n Build robust strategic plans in the region as emerging hubs develop
n Gain insight into the factors driving supply, demand and prices in each market
n Stay up to date with gas prices and market activity
n Get to grips with the evolving over-the-counter (OTC) commodity market

Download sample report
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