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MARKET INSIGHT
GOING GLOBAL: THE TTF AS AN LNG BENCHMARK 

The role of the Dutch TTF gas hub price as a reference 
price for spot LNG has become increasingly apparent as 
new LNG supply comes online in the Atlantic basin. 

Low demand and growing supply in Asia have pushed 
down the ICIS East Asia Index (EAX) price to less than half 
of where it was trading one year ago. 

And this past summer, the volatility of the TTF hub – which, 
over a period of weeks, has seen swings as large as $1.00/
MMBtu on the front month since the start of July – has had 
a clear knock-on impact on the EAX. 

When summer demand in Asia fell into a lull, the Dutch TTF 
and Asian LNG spot prices moved almost in tandem. 

In mid-July, TTF prices followed the brief rise in the EAX, 
and then fell sharply amid a collapse across European 
hubs, which pulled EAX prices lower. 

The influence of the TTF was very clear on 10 September 
when the sudden acceleration of gas production cuts in the 
Netherlands, concerns over French nuclear production and 
the prospect of reduced Russian flows through Germany 
led to dramatic gains at the Dutch hub. 

Asian spot LNG prices immediately tracked higher with 
some traders pulling offers from the market amid the price 
volatility and uncertain outlook. 

Against a backdrop of rising US LNG exports, with more 
US liquefaction plants due to come online before the end of 
the year, the growth of LNG in the Atlantic means that the 
TTF will be increasingly used as the global reference price. 

Europe has been the preferred destination for US LNG, 
taking in 35% of volumes from January to July 2019, 
according to LNG Edge.

TTF’S LIQUIDITY LEAD
The TTF overtook Britain’s NBP as Europe’s most liquid 
gas trading hub in 2014, and TTF trade has accelerated 

rapidly since then. The main factor supporting the TTF’s 
development was a government-led drive to turn the 
Netherlands into a ‘gas roundabout’ for Europe. 

The drive spawned interconnecting points with 
neighbouring countries, new underground storage sites 
and an LNG terminal – with domestic production from the 
Groningen field and other smaller sites providing a steady 
stream of supply.

■ Growth of new US LNG supply drives interest in TTF 

■ TTF extends lead as most liquid European gas hub 
■ High storage stocks in Europe bearish for LNG price floor this winter

BIGGEST SHARE OF US LNG VOLUMES TO EUROPE 
THIS YEAR (JANUARY THROUGH JULY 2019)

United States
17,097,890

China 519,108

Europe
6,012,147

India
1,018,367

Japan
1,559,018

Mexico
1,703,143

Middle East
786,039

Other Asia (Thailand, Singapore) 307,638

South America, Caribbean
2,533,607
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The denomination of TTF contracts in euros also made it 
more attractive for many participants on the continent, who 
had previously been exposed to currency risks due to the 
NBP’s use of sterling.

While the Dutch supply mix will change as the Netherlands 
phases out domestic gas production – Groningen is due to 
close by mid-2022, although this could be accelerated – the 
country’s infrastructure will remain vital for physical flows 
within the region. 

At the same time, the development of the LNG market has 
made plain the TTF’s regional credentials on a global scale, 
serving as a reference point for LNG sellers looking to sell 
into Europe. 

Spot price quotes based on the NBP are increasingly rare 
and the TTF is now used as a starting point for bids and 
offers at a premium or discount across most European 
markets.

RECENT VOLATILITY 
In July, a spate of unplanned Norwegian supply outages 
pushed the TTF front month from $3.43/MMBtu to $4.43/
MMBtu over 10 sessions. This culminated on 12 July, 
when the TTF surged on maintenance to the Nord Stream 
pipeline and carbon EUA prices at an 11-year high. 

The August ’19 TTF price closed at $4.15/MMBtu while the 
September ’19 price climbed nearly $0.19/MMBtu to $4.62/
MMBtu. 

 TTF CONSOLIDATING LIQUIDITY LEAD OVER NBP

 TTF OTC  TTF Exchange  NBP OTC  NBP Exchange

0

500

1,000

1,500

2,000

2,500

2014
2015

2016
2017

2018
2019

Tw
h

Source: ICIS

https://www.icis.com/explore/energy/european-spot-gas-markets/?cmpid=ILC|ENER|CHCOM-2019-0209-GLOBAL-us-lng-ttf-esgm&sfid=7012X000000gJ19
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While the EAX followed suit, the rally was short-lived as 
prices then rolled over to September and October delivery 
in the LNG market, with a correction following soon after.

Fundamentally, the rise in LNG supply to Europe in the past 
year has also played a role in driving European gas price 
formulation. 

But the key point is the correlation between prices and 
Europe’s growing role in global price formation, with spot 
LNG and Brent crude prices currently disconnected.

THROUGH THE FLOOR
The TTF is typically the floor price for the Asian spot LNG 
market because Europe serves as the global market of last 
resort. 

But in April 2019, the situation reversed when a glut of 
LNG supply forced Asian gas prices below the TTF for 
the first time since 2016, pushing flexible supply towards 
Europe just as the continent entered its lowest demand 
season. 

An Asian price premium has since returned, albeit a narrow 
one, with both markets heading towards winter in a bearish 
mood.

Buoyed by the influx of LNG, aggregate European storage 
ended August over 90% full, with some individual sites 
laden beyond their usual technical capacity. 

The last time storage sites were this full was in 2014 – 
and even then they peaked in mid-October – more than a 
month later than this year. 

Short of an unexpected cold snap, Europe has abundant 
gas in store for winter and will begin summer 2020 from a 
stronger starting point than in recent years.

NEW US LNG 
The commissioning of Freeport and imminent commissioning 
of Elba LNG and a ramp up in Cameron LNG production is 
expected to add to excess cargoes in the Atlantic Basin. 

The cargoes will be in addition to available volumes from 
Angola, Yamal and occasional cargoes on offer from 
offtakers at Nigeria LNG. 
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 ICIS HEREN OTC CHURN RATIOS

 TTF  NBP  Belgium  GASPOOL  PEG  NCG  PSV  VTP
Source: ICIS and TSOs

https://www.icis.com/explore/icis-webinar-lng-winter-outlook-2019/?cmpid=ILC|ENER|CHCOM-2019-0209-GLOBAL-us-lng-ttf-webinar&sfid=7012X000000gJ14
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As many as nine additional cargoes per month could be 
added from the US over the third quarter, according to one 
market estimate, presuming commissioning efforts are on 
target.

By the end of the first quarter 2020, the volume of US LNG 
is expected to weigh on spot prices, particularly if winter 
demand fails to meet sellers’ expectations. 

US LIQUIDITY 
With long-term contracts at Cheniere’s Sabine Pass 
through Train 5 and Corpus Christi now nearing a 

contractual start at Train 2, as much as 32.2mtpa of US 
LNG is now under contractual agreement, with Train 1 from 
Freeport due next to start. 

Of that contractual volume, held by primary offtakers such 
as portfolio company Shell and South Korean KOGAS from 
Sabine Pass, another tranche of volumes is now being 
taken up by secondary offtakers. 

This number is expected to grow with the contractual 
start of Freeport and Cameron, which will soon start to 
see companies such as German utility Uniper, Spain’s 
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https://www.icis.com/explore/services/analytics/lng-market-intelligence-solution/?cmpid=ILC|ENER|CHCOM-2019-0209-GLOBAL-us-lng-ttf-lng&sfid=7012X000000gJ1E
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Repsol and Indian Oil lift free on board (FOB) cargoes from 
previous agreements made with primary offtakers. 

Between 2016 and 2017, the number of companies that 
lifted cargoes from the US when only Sabine Pass was in 
operation, was four. 

By 2018 and through the third quarter of 2019, that number 
had risen to 14. 

Of all the companies, Cheniere and Shell each have the 
biggest respective number of loadings of companies every 
year, followed by Spanish seller Naturgy, India’s GAIL, 
KOGAS and Tokyo Gas. All of these companies have 
contractual primary offtake from Sabine Pass or Cove 
Point. 

TTF NETBACK 
All of the US LNG plants coming online are underpinned 
by long-term, take-or-pay contracts that are linked to 115% 
of the US Henry Hub futures natural gas price plus a fixed 
liquefaction fee ranging between $2.25-$3.50/MMBtu. 

This means that while the long-run marginal cost of US 
LNG looks out of the water, the outlook is more positive if 
liquefaction fees and shipping costs are considered sunk.

This rationale helps explain why the production of new US 
LNG has continued, in addition to the need for new projects 
to clear engineering procurement and construction (EPC) 
contractual requirements before commercially starting take-
or-pay agreements.

PRIMARY OFFTAKERS FROM US LNG DUE TO GROW 
WITH RAMP UP OF PROJECTS
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■ Centrica
■ Cheniere Marketing
■ EDF Trading
■ EDP
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■ GAIL
■ JERA
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■ Shell
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■ Total
■ Woodside
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US LNG is unlikely to shut even if spot prices fall further, 
unless the duration of a low-price environment were to last 
for a long period and signal a fundamental shift in market 
dynamics. 

Instead, US LNG exports are expected to ramp up and 
liquidity to increase as offtakers shift positions, offer 
cargoes, increase churn and take part in more swap 
transactions.

For the spot market – given the collapse of spreads 
between Europe and northeast Asia – the rationale of using 
the TTF price to create a netback price back to the US Gulf 
has been cited by many market participants as a means to 
finding the best market price. 

ATLANTIC HEDGES 
As a way to mitigate the impending length in the Atlantic, 
the JERA-EDF Trading merger could be seen as the 
vanguard for forging a strategic Atlantic-Pacific partnership. 

Combining the two portfolios of the JERA merger between 
Chubu Electric and Tokyo Electric Power Company 
(TEPCO) and the European portfolio of EDF Trading, will 
result in an advantage for both companies as they seek 
hedging opportunities. 

The strategic alliance could allow for TTF-based pricing 
in the Atlantic to be marketed by the joint venture, while 
oil-based pricing could be sought in the Pacific for Asian 
customers. KOGAS has already done this with seasonal 
support from France-based Total and its contractual 
3.5mtpa Sabine Pass position. 

More joint ventures could be formed with the rise of new 
primary and secondary offtakers as companies look to 
manage seasonality. 

OUTLOOK 
The rise in US commissioning cargoes available for the 
spot market will add to supply length this winter. Any delay 
in the start up of the plants will defer some of this volume 
into early 2020.

Europe’s ability to absorb supply will be limited by high 
storage, although inventories could drain rapidly if 
temperatures suddenly turn colder than expected, as they 
did in 2018.

The development of US export infrastructure will 
consolidate ties and flows across the Atlantic, but the 
potential for bearish LNG prices could be a challenge for 
newcomers.
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