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SUMMARY
Wholesale natural gas prices have so far been supported 
by the wider fuels complex this summer, driven by gains 
in the Brent crude price, with coal and carbon playing 
lesser roles. Day-ahead prices are likely to be supported 
in several markets by the continuing need for injections. 
Storage is low compared with the same time in previous 
years. If the new gas year starts in October 2018 without 
storage being replenished to normal levels, it is likely prices 
for delivery in winter will also increase in value.   

KEY PRICE DRIVERS
■ The entire fuels complex has seen increases this 
summer, mainly driven by gains in Brent crude. Coal and 
carbon prices have been equally firm, although since the 
start of June, some downward correction has begun to filter 
into European gas prices.

■ European storage injections lag behind previous years’ 
levels, which continues to create uncertainty over supply 
availability for the upcoming winter. This is particularly the 
case in the Netherlands. Some countries such as Italy are 
significantly better placed.

■ The Q4 ’18 price has begun to gain ground on Q1 ’19, 
highlighting this risk, with Winter ’18 as a whole gaining 
value relative to Summer ’19. Should the winter commence 

with stocks well below normal levels, it is likely balance-of-
winter prices will gain further in value.

■ At the British NBP, low wind power and strong power 
demand has called more combine-cycle gas turbine 
(CCGT) plant generation into the mix. Exports to mainland 
Europe via the Interconnector have soared after the 
pipeline’s annual maintenance ended on 28 June. A lack of 
seasonal storage in Britain means shippers use the pipeline 
to access capacity in mainland Europe. Breaking from 
its historical trend, brokered NBP trade has taken market 
share from the ICE exchange. Each venue-type covers 
around 50% of the market.

■ Traded volumes at the Dutch TTF, across all venues, 
have climbed sharply year on year, while NBP volumes 
have dipped lower. OTC TTF still far outweighs volume at 
exchanges by a ratio of 4:1.

■ LNG reloads are beginning to increase in frequency, as 
Asian gas prices draw spot cargoes away from Europe’s 
hubs, driven largely by unexpectedly high Chinese 
demand. Slack in the global LNG market usually appears 
in the European spring and autumn, so some availability 
may return at the very end of Q3 2018, especially as the 
second train at the Yamal LNG plant is due to start around 
this time.

The daily European Spot Gas Markets report (ESGM) ensures you 
have the most up-to-date spot price assessments, expert analysis 
of developments and detailed supply/demand trade flows to help 
you gauge market activity in traded natural gas.

WITH ESGM YOU CAN:
■  Establish a direct spot price reference
■ Understand market moving developments
■  Identify new opportunities
■  Analyse risks and make accurate price comparisons 

Request a free sample report 

Receive the most up-to-date spot price assessments, expert 
analysis and price trends for European natural gas markets
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■ Norway’s summer maintenance so far appears on 
track with no major new outages introduced. At the end 
of March Vesterled did however suffer some unexpected 
operational issues. Following the tightening of the 
Groningen production cap earlier this year, monthly output 
from the field suggests that operator NAM is going for the 
lower end of its permitted allowance. The Dutch economy 
ministry earlier this year introduced a gas year 2022 target 
of 12bcm production at Groningen but is already trying to 
ambitiously bring this forward by another two years.

■ Planned maintenance on Yamal between 9-14 July and 
Nord Stream between 17-31 July supported the July ’18 
product at the Dutch and German hubs. ICIS assessments 
showed that, on average, the product traded at parity to 
the Q3 ’18 during June. Day-ahead prices in the first few 
sessions of July were at a premium to both Q3 ’18 and July 
’18 expiry, supported by storage injections.   

■ Russian gas continues to be the key import source for 
the EU, with LNG still not able to find a market. The high 
off-take has been driven by crude’s rally over the last year. 
Some buyers of Russian gas with an oil-indexed contract 
operating on a nine-month lag nominated as much as 
possible during the Q2 2018, and have reduced Q3 2018 
nominations where possible, as second-quarter gas was 
lower priced than the third-quarter gas. Had storages not 
been as empty, Russian gas imports would have dipped 

more during the third quarter. But as injections will need to 
continue, Gazprom continues to be able to deliver sizable 
volumes to the EU through the second half of summer too.

■ A rise in far-curve positioning has boosted overall dealt 
volumes. Groningen’s future and Gazprom’s possible 
routes to market are likely to be causing the rise in hedging.

■ Nord Stream 2 seemingly remains on course for start-
up in less than 18 months’ time at the end of 2019, even 
as construction has yet to begin. CEE states continue to 
attempt to block its development at an EU level.

■ Gazprom’s new SEE route to market – TurkStream 1 – is 
also developing on schedule and should be commissioned 
at the same time as Nord Stream 2, which when considered 
together raises uncertainty around how much gas will 
flow through Ukraine from winter 2019 out. The first string 
of Turkstream is expected to supply gas only to Turkey, 
while Turkstream’s second string is more likely to be 
commissioned in 2020, and will supply southeastern Europe.

■ Unlike the last two summers, French nuclear plant 
availability has played a minimal role in driving prices.

■ The German coal switching price suggests there is little 
chance of a major ramp up in gas-burn at German CCGTs 
in the near future.

Gas in Focus is a comprehensive fortnightly report that delivers 
expert insights, news and prices in European natural gas markets. 
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