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EUROPE ABSORBS SURPLUS SUPPLY

US exports are growing rapidly, but still lag the two giants
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Summary: 
The second quarter saw the market remain oversupplied, 
with the amount of new production coming onstream 
exceeding growth in demand.

China, the world’s second biggest LNG importer, is still 
growing, but at a slower rate than before. Second quarter 
2019 imports into China were up 23% on the year, 
compared with a 40% increase from Q2 2017 to Q2 2018.

There is also growth from south Asian countries including 
India, Pakistan and Bangladesh, the last of which has now 
installed a second floating storage and regasification unit to 
import cargoes.

The increase on the supply side is greater. In the US the 
4.5m tonne/year Sabine Pass train five and 4.5m tonne/
year Corpus Christi train one are now in full production. 
During the second quarter they were joined by the start-up 
of output from the similarly-sized Cameron train one and 
Corpus Christi train two.

Offshore Australia, Shell has loaded the first cargo from its 
pioneering floating production unit, Prelude. The market is 
now watching to see how regularly cargoes will depart the 
3.6m tonne/year nameplate facility.

The remainder of the year could see yet more new production, 
especially from the US. The Freeport LNG terminal in Texas 
is of particular note, with the potential to add two 4.6m tonne/

year trains during the remainder of 2019, while Cameron and 
Freeport could be up to three trains each by the end of 2020.

Surplus cargoes continue to be sold into the liquid spot trading 
hubs of Europe, with the region doubling its imports from a 
year earlier. The influx of LNG has depressed spot gas prices 
in Europe, and around the world, with spot LNG in Asia and 
Europe remaining well under $5.00/MMBtu at the end of the 
second quarter, and less than half the price of oil.

EXPORTS: YEAR-ON-YEAR INCREASE RISES TO 17%
Global LNG exports increased 17% year-on-year in Q2 
2019 to reach 86.8m tonnes. This showed the annual 
rate of increase speeding up from the already strong 14% 
figures recorded during the previous two quarters, Q4 2018 
and Q1 2019.

Australia, the US and Russia were behind the bulk of the 
growth, together adding 9.9m tonnes from the previous 
year. Egypt and Malaysia also saw significant annual 
increases. On the downside, however, Indonesia’s ageing 
assets suffered a 0.8m tonnes year-on-year fall.

Australia made the biggest annual gains, rising 3.8m 
tonnes to 19.0m tonnes in Q2 2019. New projects driving 
the annual increase included the addition of a second 5.0m 
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EXPORTS
million tonnes % change

Export  
Country

Q2 18 Q1 19 Q2 19 qtr-on-qtr yr-on-yr

Algeria 2.5 3.2 3.1 -3 21 

Angola 1.2 1.2 1.1 -7 -10 

Australia 15.2 17.8 19.0 7 25 

Brunei 1.5 1.6 1.8 8 20 

Cameroon 0.2 0.3 0.3 0 39 

Egypt 0.1 0.9 1.0 13 685 

Equatorial 
Guinea

0.9 0.7 0.8 17 -11 

Indonesia 4.6 3.9 3.8 -1 -17 

Malaysia 5.5 6.6 6.5 -1 19 

Nigeria 4.6 5.2 4.5 -14 -1 

Norway 1.1 1.0 1.1 6 -5 

Oman 2.2 2.7 2.6 -6 15 

Papua New 
Guinea

1.6 2.2 2.0 -7 26 

Peru 1.0 1.0 0.7 -31 -32 

Qatar 18.8 19.9 19.2 -3 2 

Russia 4.1 7.2 6.9 -4 69 

Trinidad & 
Tobago

2.9 3.3 3.1 -5 6 

United Arab 
Emirates

1.2 1.4 1.3 -7 7 

United 
States

4.8 7.0 8.1 16 68 

Total 74.1 87.0 86.8 -0 17 
Note: Export tonnage rounded to one decimal place, % change calculated from rounded 
numbers

tonne/year train at Wheatstone in summer 2018 and the 
8.9m tonne/year floating Ichthys production plant starting 
up offshore northwest Australia in Q4 2018.

Ichthys produces gas offshore, then pipes this onshore to 
Darwin for liquefaction. But the second quarter this year 
also saw the long-awaited start-up of a true floating LNG 
plant, with the first LNG cargo loaded from Shell’s Prelude 
facility. Prelude is the world’s largest floating structure and 
not only produces gas but liquefies it offshore too. The 
first cargo from Prelude was loaded onto the 173,000cbm 
Valencia Knutsen on 10 June and delivered to Tongyeong 
in South Korea on 27 June.

This was some two years later than initially hoped. When 
the project was announced in mid-2011, Shell had indicated 
that it could start production around 2017. The industry 
will be watching to see how regularly cargoes can load in 
the future. To achieve its full 3.6m tonnes/year nameplate 
capacity, Prelude would have to load 300,000 tonnes per 
month, or around four cargoes of 70,000 tonnes each. In 
early July a second tanker was positioned near Prelude 
ready to load, but had not yet done so.

Qatar was the single biggest exporter in the quarter, rising 
0.4m tonnes on the year to 19.2m tonnes. Following on 
from exports of 19.9m tonnes in the first quarter, this gives 
the Middle East exporter a first half total of 39.1m tonnes. If 
repeated in the second half, that would produce an annual 
total of 78.2m tonnes, slightly above Qatar’s 77.0m tonnes 
traditional target output.

https://www.icis.com/explore/services/analytics/lng-market-intelligence-solution/?cmpid=ILC|ENER|CHCOM-tradeflowreportq2lng-04-07-2019&sfid=7012X000000g9Hv
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Qatar’s exports in the first half of the year beat Australia’s 
first half exports of 36.8m tonnes. But it remains possible 
for Australia to overtake Qatar across the year as a whole 
if there are strong performances from new facilities Ichthys 
and Prelude, as well as good throughput rates from east 
coast plants.

The US saw the second largest annual gains, up 3.3m 
tonnes to 8.1m tonnes. Two new 4.5m tonne/year trains 
had started up at the end of 2018, at Cheniere’s Sabine 
Pass and Corpus Christi plants, and after completing some 
final commissioning maintenance in the first quarter, these 
were in full production for the second quarter of the year.

Two new trains also started up during the second quarter, 
though the full impact may not be felt until later in the year 
as output from these builds up. The first 4.5m tonne/year 
train at the Cameron project loaded its first cargo on 31 
May, onto the 177,000cbm Marvel Crane, which delivered 
into Dunkirk in northern France on 18 June. The second 
4.5m tonne/year train at Corpus Christi started producing 
LNG on 14 June and the operator reported its first cargo 
in early July, presumably onto the 173,000cbm Maran Gas 
Spetses, which departed at the same time.

Russia’s exports increased by 2.8m tonnes to 6.9m tonnes, 
the year-on-year increase driven by the start-up during 
2018 of the second and third 5.5m tonne/year trains at the 
Arctic Circle Yamal LNG plant. The Yamal project appeared 
to be shifting its shipping patterns at the end of the second 
quarter, with reports that ice-breaker vessels would halt 
ship-to-ship transfers at Norway’s Honningsvaag port. 
This could see a return to ships transferring cargoes in 
higher numbers at northwest European ports such as Gate, 
Montoir and Zeebrugge instead.

Egypt increased exports to 1.0m tonnes in the second 
quarter, from just 0.1m tonnes a year earlier. The country 
has increased its domestic gas production from fields 
such as ENI’s Zohr field and BP’s West Nile Delta assets, 
allowing it to transition from being a major intaker to a 
major exporter. Egypt currently has one liquefaction plant 
active at Idku, but there is talk of a second being brought 
back into operations at Damietta, though this is not likely 
before 2020 at the earliest.

Malaysia’s Q2 19 exports were up 1.0m tonnes from the 
previous year, with 2018’s production rates having been 
reduced by damage to the Sabah-Sarawak pipeline that 
carries feedgas to the Bintulu liquefaction plant. Algeria’s 
exports were also up 0.6m tonnes on the year, despite 
Skikda loading no cargoes during May. The country’s Arzew 
facilities picked up output to compensate.

Indonesia saw a 0.8m tonnes annual decrease in exports, 
with reduced feedgas available for the plant from the 

country’s ageing production assets. Peru also saw a 0.3m 
tonnes reduction, with a planned maintenance outage 
believed to have taken place in May.

Nigeria’s output fell by 0.7m tonnes from the first quarter 
of the year to the second as it carried out planned 
maintenance on two 3.3m tonne/year production trains at 
Bonny. NLNG train one was off from early May to 7 June. 
NLNG train three was off from mid-May to 30 June.

IMPORTS: EUROPE’S IMPORTS DOUBLE
Europe’s LNG imports doubled on the year to 22.5m tonnes in 
Q2 19, up from 11.5m tonnes in Q2 18. The country remained 
the balancing point for the global market, taking in excess 
cargoes that couldn’t be absorbed elsewhere in the world as 
growth in production exceeds growth in demand.

It may not initially be evident that supply is growing faster 
than demand, because all cargoes find a home. If the cargo 
is delivered into Europe, how do we know it is “surplus”?

The reason is that Europe could have balanced its energy 
needs without this LNG, as it had the previous year, including 
by taking pipeline gas supplies from Norway, the Netherlands 
and Russia. But because Europe has highly liquid traded 
markets for spot gas, the extra LNG was able to enter the 
market, and the oversupply is signalled by major reductions in 
price, as will be highlighted in the following section.

There are also physical signals of the high levels of supply, 
including increased amounts of gas in Europe’s onshore 
storage facilities. A relatively mild winter during 2018/19 left 
stocks already strong at the start of the summer season 
in April 2019 and the strong LNG import volumes have 
allowed them to continue building since.

Gas in Europe’s onshore storage facilities is much higher than in 

the last two years.
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Within Europe, the UK saw the biggest increase in imports, up 
2.5m tonnes on the year to 3.6m tonnes. The UK has three 
import facilities at Dragon, Grain and South Hook, with Grain 
being the largest in Europe by storage tank capacity. Grain’s 
tanks have rarely been below half full in recent months.

France took in an extra 2.2m tonnes at 4.6m tonnes in 
Q2 2019, while the Netherlands was up 1.4m tonnes to 
2.1m tonnes and Belgium up 0.8m tonnes to 1.4m tonnes. 
In southern Europe, Spain’s second quarter imports rose 
1.6m tonnes to 4.2m tonnes and Italy’s gained 1.1m tonnes 
to 2.5m tonnes.

2% at 44.0m tonnes in the second quarter. This, however, 
masks significant differences between the four countries 
that make up the region.

China continued to grow, with its imports up 2.6m tonnes on 
the year to 14.0m tonnes. This was a 23% annual increase. 
That rate is similar to the 25% annual rate of increase seen 
a quarter before, for Q1 2019 compared to Q1 2018, but is 
much reduced from the 40% rate of increase seen from Q2 
2017 to Q2 2018, showing a slowdown in China’s growth rate.

IMPORTS
million tonnes % change

Import Region Q2 18 Q1 19 Q2 19 qtr-on-qtr yr-on-yr
Central/South 
America

4.4 3.0 4.6 56 4

E Asia 43.3 52.1 44.0 -16 2

Europe 11.5 20.7 22.5 9 96

India/Pakistan/
Bangladesh

7.6 7.8 9.5 22 25

Middle East 2.7 0.5 2.3 380 -14

North America 0.2 0.7 0.1 -92 -74

SE Asia 3.3 3.3 3.9 18 18

Total 73.0 88.0 86.9 -1 19
Note: 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.
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China’s demand continues to grow, but Japan’s has been falling.
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In percentage terms, the UK was up 211% on the year and 
the Netherlands by 221%, France by 88% but Spain only by 
60%. Although Spain has a large number of import facilities, 
northwest Europe may have been more attractive as its spot 
gas trading hubs are generally more active than Spain, with 
better pipeline interconnection in the northwest Europe region 
allowing easy movement between markets. Cargoes from 
Russia’s Yamal project heading west from the Arctic also 
reach northwest Europe sooner than they would the south.

The world’s largest LNG import region east Asia saw 
imports almost stagnant from the previous year, up only 

Japan’s Q2 2019 imports were down 1.1m tonnes to 16.6m 
tonnes, offsetting much of China’s gain. The winter in Asia 
was relatively mild, meaning that east Asian countries came 
into the second quarter with higher stock levels than they 
would have done after a cold winter, and with less urgent 
requirement to refill their tanks.

Japan also has a greater number of nuclear power plants 
in operation this year than last year. From March to June of 
2018 some four reactors with a total capacity of 4,720 MW 
returned to the grid, allowing new nuclear power generation 
to displace some gas-fired power production.

JAPANESE NUCLEAR RESTARTS

Restart Date Reactor MW

Kyushu 11-Aug-15 Sendai 1 890

Kyushu 15-Oct-15 Sendai 2 890

Kansai 29-Jan-16 Takahama 3 826

Kansai 26-Feb-16 Takahama 4 826

Shikoku 12-Aug-16 Ikata 3 890

Kansai 14-Mar-18 Ohi 3 1,180

Kyushu 23-Mar-18 Genkai 3 1,180

Kansai 09-May-18 Ohi 4 1,180

Kyushu 16-Jun-18 Genkai 4 1,180

Note: Post-Fukushima restart dates for Japan’s nuclear power plants.
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Nuclear output is not necessarily on a one-way trend 
higher, however. The second half of the year is expected to 
see a higher rate of maintenance on the plants that have 
been brought back into use than the first half of the year. 
Longer-term concerns have also been raised over whether 
plants could be forced back offline by regulators for failing 
to put in place anti-terrorism security measures in time for 
set deadlines.

Taiwan saw a 0.7m tonnes fall in the second quarter to 
4.0m tonnes. South Korea’s imports were relatively flat 
year-on-year, down just 0.1m tonnes to 9.4m tonnes. 

The south Asian region of India/Pakistan/Bangladesh 
continued to grow, with Q2 2019 imports rising 1.9m 
tonnes on the year to 9.5m tonnes. Bangladesh imported 
1.1m tonnes, compared with nothing the year before. The 
country’s first floating storage and regasification unit was 
installed in August 2018 and started importing long-term 
contract cargoes from Qatar in September. The country has 
since installed a second FSRU, which arrived in port in April 
2019. India and Pakistan gained 0.4m tonnes each.

In the Middle East, Egypt cut its imports to zero, compared 
with 0.7m tonnes a year earlier, as it has increased its own 
domestic gas production. In South America, Argentina 
cut imports to 0.6m tonnes, half the level a year earlier. 
Argentina is also increasing domestic production, driven 
by the Vaca Muerta shale gas fields. Argentina has even 
installed a small floating production unit at its Bahia Blanca 
port to liquefy excess shale gas for export as LNG. A first 
test cargo was loaded on 6 June onto the 149,000cbm Fuji 

LNG tanker, though the cargo was only a partial load, and 
did not fill the ship. Elsewhere in South America, Brazil’s 
quarterly imports increased 0.3m tonnes to 0.7m tonnes.

PRICES: SPOT REMAINS LOW
Spot LNG prices remained low in the second quarter of 
the year on the back of the continued excess in the market 
as supply growth outstrips growth in demand. Prices for 
LNG to east Asia and for gas in Europe, such as at the UK 
NBP hub, were much lower than the year before. Even US 
Henry Hub gas was falling, despite the increased demand 
for US gas to feed the growing numbers of liquefaction 
plants in the Gulf of Mexico region.

The East Asia Index (EAX) spot price for Japan, China, 
South Korea and Taiwan opened the quarter at $4.50/
MMBtu, picked back up over $5.00/MMBtu from mid-April 
to mid-May, then remained stuck back under $5.00/MMBtu 
again, averaging at $4.89/MMBtu across the quarter as a 
whole.

The UK NBP was briefly above the EAX, around 10-20 
cents higher in early April. It then fell back and traded below 
the EAX for most of the quarter, hitting lows just over $3.00/
MMBtu at the end, and averaging at $4.10/MMBtu across 
the period.

This resulted in the spread between the markets widening 
from zero at the start of the quarter to around $1.70/
MMBtu by the end. That spread would be wide enough to 
support the costs of shipping a cargo from Europe to Asia, 
and therefore in a time of greater Asian demand might 

https://www.icis.com/explore/services/analytics/lng-supply-forecast/?cmpid=ILC|ENER|CHCOM-tradeflowreportq2sf-04-07-2019&sfid=7012X000000g9I0
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incentivise reloads of LNG from European terminals to 
India, China or Japan. However, the limited demand in Asia 
and constraints imposed by a busy shipping market mean 
there has been little actual such activity.

The US Henry Hub dropped back from around $2.70/
MMBtu at the start of the quarter to around $2.30/MMBtu 
at the end, on good stock levels and high domestic 
production, despite a growing call on feedgas supplies from 
new US liquefaction plants such as Sabine Pass train five, 
Corpus Christi trains one and two and Cameron train one.

Those reductions in Henry Hub prices may have eased, to 
a degree, the pressure on the margins of US offtakers, with 
the thin spreads between the Henry Hub and European 
spot hubs such as the UK NBP and Dutch TTF offering 
limited profits for trans-Atlantic cargo trade.

Typical US export contracts charge around 115% of the 
Henry Hub price to liquefy a cargo, excluding fixed capacity 
costs, equating to around $2.65/MMBtu at $2.30/MMBtu 
front-month prices. By the end of the quarter, with UK NBP 
dropping to barely over $3.00/MMBtu, that only left a 35-
cent spread to cover the cost of shipping to Europe and 
access to regas capacity.

No US producers have shut-in capacity and they are seen 
as reluctant to do so. New plants, in particular, will want to 
produce cargoes to complete commissioning checks. There 
may be some evidence of production turn-down though. 
The volumes of feedgas being taken into the five-train 
Sabine Pass liquefaction facility in late June/early July 
were down to around 3.5bcf/day compared to levels around 
3.8bcf/day in May.

There remains a wide gap between spot LNG prices and oil 
prices. Brent crude averaged at $11.86/MMBtu across the 
quarter, more than double the EAX or NBP. The continued 

EAX and NBP spot gas prices remained low across the second quarter.

divergence between oil and gas prices could over time 
encourage a switch from the oil-indexed long-term import 
contracts for LNG that remain common in many regions, 
particularly east Asia, to an increased use of gas-price 
indexed import contracts. Similar changes were seen in 
Europe over past decades when the price of oil-indexed 
pipeline import contracts from Norway and Russia diverged 
from spot European gas hub prices.

At the same time, high oil prices could support continued 
gas production even at a time of low gas prices. Much gas 
is found in associated deposits with oil, and when oil prices 
are high producers will develop the assets for the liquid 
content, with the gas essentially a free by-product.

The link to oil production could continue to see strong 
volumes of gas production in the US despite low gas prices, 
although there remain constraints in the near-term on the 
ability of companies to transport new volumes of gas from 
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the point of production to the point of consumption, such as 
liquefaction terminals, until new pipelines can be developed.

THE QUARTER AHEAD: 
In our last report we said that “supplies are going to continue 
to increase across the remainder of the year, adding to the 
current ‘loose’ supply/demand balance.” We also noted that 
the first LNG cargo from Australia’s Prelude project “could 
follow within weeks”, although we said the progress of new 
US production trains including Cameron, Corpus Christi and 
Freeport would be more important for the market as a whole.

Prices have remained low in the second quarter, confirming 
the continued ‘loose’ balance, as new projects continue to 
start up production, including from Prelude, whose first cargo 
loaded on 10 June.

There seem few reasons to expect any change in market 
conditions in the near term. As new plants turn on, they add 
a large chunk of new supply to the market straight away, 
but growth in demand, especially that requiring downstream 
customer connections, is slower to keep up.

Although Cameron train one and Corpus Christi train two 
both started production in the second quarter, the full impact 
will not be felt until the third and fourth quarters of the year, 
as neither has yet built up to full speed. There are also 
several more projects still possible for 2019 and 2020.

The 2.5m tonne/year Elba Island project was initially due 
to start output in May 2019. As of early July there was no 
feedgas reported going into the plant, suggesting some 
continued delays in commissioning. The facility could still 
start up later this summer, however. Elba Island is a new 

NEW PLANTS 2019-2020

mtpa Date

US Cameron T1 4.5
First cargo 31 May, 

2019

Argentina Tango FLNG 0.5
Partial cargo 6 June, 

2019

Australia Prelude 3.6
First cargo 10 June, 

2019

US Corpus Christi T2 4.5 First LNG 14 June, 2019

US Elba Island 2.5 Delayed from May

US Freeport T1 4.6 Q3 19

US Freeport T2 4.6 Q4 19

Russia Yamal T4 0.9 Q4 19

US Cameron T2 4.5 Q1 20

US Freeport T3 4.6 Q1 20

Malaysia PFLNG2 1.5 Q1 20

US Cameron T3 4.5 Q2 20

Indonesia Tangguh LNG T3 3.8 Late 2020

Note: New liquefaction trains expected during remainder of 2019 and 2020.

type of modular design, made up of ten small 0.25m tonne/
year trains, rather than one large train, so there is less 
experience of this type of facility.

Freeport should be the next major addition. If it brings on two 
trains this year, it will add over 9.0m tonnes/year to production 
capacity. Also possible for the current year, or early 2020, is 
the smaller fourth train at Russia’s Yamal LNG plant. Again, 
this is testing a new type of technology, as it uses different 
liquefaction systems to the previous three trains at Yamal.

Next year could see two more trains starting at Cameron 
LNG, a third at Freeport and Malaysia’s second offshore 
floating production unit, PFLNG2, although the latter is a 
relatively small addition.

BP has also targeted the start-up of a third train at 
Indonesia’s Tangguh LNG facility for 2020, although 
engineers Chiyoda, working on the project, have raised 
some doubts. Chiyoda said in its May financial results that 
Tangguh “requires a significant amount of additional works 
and costs to complete the project” and that “the client and 
contractor are under negotiations on schedule and costs.”

The new developments, particularly the more advanced 
projects in the US, should keep the market in a continued 
“oversupply” state throughout the summer and indeed 
through the winter into next year too.

During the third quarter of 2018, Asian demand received 
a boost from record high temperatures in Japan, boosting 
demand for air conditioning. However, forecasts suggest the 
summer in Asia will be more in line with seasonal norms in 
the third quarter of this year.

Demand will pick up in the fourth quarter for the northern 
hemisphere heating season, but the balance of the market 
will likely remain comfortable, even given a return to normal 
or cold temperatures in contrast to last year’s mild winter in 
Europe and Asia.

There has been debate in the market over whether low 
spot prices could force US producers to shut-in facilities. 
Indeed, as noted earlier in this report, there may already be 
some signs of slight feedgas reductions, suggesting plants 
operating a little below their full potential. But producers are 
likely to be much more reluctant to actually close any plants, 
and developers of new trains will want to test their output 
and complete commissioning and commercial handover 
work.

Nevertheless, the end of summer could prove a testing time 
for spot prices, if Europe’s onshore storage facilities reach 
full capacity, removing a key sink for excess gas output. 
Strong LNG supplies into Europe could, however, help to 
compensate during winter if there are any disruptions in 
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Russian pipeline transit to the region due to restrictions on 
the Nord Stream 2 pipeline through the Baltic, or a failure 
of Russia’s Gazprom to renew its transport contract with 
Ukraine, which expires at the end of the year.
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