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LNG: 2015 in review 

Flows from Atlantic to Pacific fell significantly 
 
Atlantic volumes were squeezed out of Asia with the availability of more proximate supply from Australia and PNG. The drop in 
cross-basin trade was also exacerbated by weak Asian demand in 2015. Japan spot prices stayed flat throughout the year, 
within a narrow band of US$7-8/mmbtu on a monthly basis. This resulted in a depleted differential between Atlantic/Pacific spot 
prices . Consequently, the improved netback of shipping LNG into Europe as an alternative market was more attractive, 
especially to companies with Atlantic supply. 
 
European imports for 2015 were estimated at 37 Mt (net), up 14% year on year. The increase on 2014 was driven by a strong 
start in Q1 2015,  a 38% y-o-y rise. The growth was most marked in the liquid NW Europe and UK markets, but the decline of 
re-exports from Spain was also important.  
 
Additional sales to North East Asia were relatively low, as buyers have generally been well supplied through long-term 
contracts. In the absence of demand from these traditional markets, suppliers looked towards marketing spot/short-term 
volumes into emerging markets like Egypt, Pakistan, India, Brazil, Argentina and Europe.  
 

Regas infrastructure: Access to Europe gains in importance 
 
Access to Europe is increasingly important for LNG suppliers  
 
Driven partially by weaker Asian demand and by expectation of displaced new US supply, 2015 saw an increasing interest in 
European regas. Companies were busy securing put options, swaps or secondary capacity to access regasification terminals in 
Europe and a number of deals were announced in 2015. 
 

 Shell secured secondary capacity from RWE at GATE; 
 KOGAS completed a put option deal with EDF Trading for LNG into Europe including cooperation on supply 

optimisation; and 
 Cheniere concluded 2 put option deals with EDF Trading at Dunkirk and one with Engie at Montoir. 

 

Corporate activity: Consolidation among suppliers and fragmentation in markets 
 
Consolidation of suppliers  
 
The biggest corporate news of 2015 was Shell's planned acquisition of BG, announced in April 2015. The combined entity would 
be the largest supplier of LNG, meeting 15% of global LNG demand. With regulatory approval from China, Australia, USA, EU 
and Brazil secured, the deal is now only pending shareholder approval via a final meeting scheduled to take place in end-
January 2016. 
 
Other consolidation attempts were seen in both PNG and Australia. In February, Total's acquisition of Interoil's Elk/Antelope 
field was successfully approved following the favourable arbitration decision against Oil Search.  
 
Consolidation of buyers 
 
Consolidation amongst buyers took on the form of corporate alliances that was initiated in 2015. These agreements enhanced 
optionality, risk diversification and supply optimisation. Within Japan, the TEPCO-Chubu Electric merger was implemented to 
strengthened corporate balance sheet and this resulted in the formation of JERA, the world's largest LNG buyer. 
 
Changing corporate behaviour in respond to oversupply and low oil prices 
 
Managing over-contracted positions in face of low demand and weak commodity prices were a priority for buyers. Contract 
sanctity was threatened and we expect some sellers to reluctantly allow flexibility in long term contracts.  
 
Another visible buyer trend was shorter-term contracts with smaller volumes. Some buyers were over-contracted and struggled 
to absorb supply. In such market conditions, a majority of deals signed in 2015 were between 1-7 years with volumes of less 
than 1 mmtpa as buyers were reluctant to contract more volumes.  
 
Henry Hub indexed contracts also fell out of favour with Asian buyers with only two minute Henry Hub linked agreements signed 
by Toho Gas and Mitsubishi Gas Chemicals in 2015. The fall off in interest could be attributed to the decline in oil prices that 
saw cheaper oil indexed contracts compared to Henry Hub linked contracts.  
 
Despite mega-mergers, markets were more fragmented 
 
Fragmentation of the market, particularly in Asia has occurred as numerous new buyers emerged in China, Middle East, South 
Asia, South East Asia and the Americas. 
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