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HUDONG-ZHONGHUA NETS US$555M SHIPBUILDING DEAL FOR 

THREE LNG CARRIERS 

As 2020 closed out, formal confirmation emerged of an order for three 174,000-m3 LNG carriers for COSCO Shipping Energy 
Transportation Co (CSET) at Hudong-Zhonghua Shipbuilding. Each LNG carrier was priced at $US185M, according to BRL 
Weekly Newbuilding. CSET, along with its subsidiaries, is leading China’s LNG shipping business and is an important participant 
in the world’s LNG shipping market. COSCO SHIPPING LNG Investment (Shanghai) Co (Shanghai LNG), a wholly owned 
subsidiary, and China LNG Shipping (Holdings) Limited (CLNG), in which the Group holds 50% equity, are currently the only 
two large-scale LNG shipping companies in China. In October, Shanghai LNG and Japan’s Mitsui OSK Lines (MOL) took 
delivery of LNG Megrez, the last of four conventional LNG sister ships for the Yamal LNG project. Other vessels in the series 
were LNG Phecda, delivered in September 2020 and LNG Dubhe and LNG Merak, delivered in November 2019 and January 
2020 respectively.LNG Megrez has an overall length of 295 m, width of 45 m, a design draught of 11.5 m, and a structural 
draught of 12.5 m. Propulsion power is supplied by two WinGD W6X72DF dual-fuel engines, produced by CMD, providing a 
service speed of 19.5 knots.  
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LNG Megrez is fitted with GTT NO96 LO3+ liquid cargo membrane tank system, which can reduce the daily evaporation rate 
by 33% compared to the traditional NO96 tank, significantly improving overall cost effectiveness. With the delivery of LNG 
Megrez, CSET has 41 jointly invested LNG vessels, with capacity of 6.94M m3. source : www.rivieramm.com 
 
AWILCO BREAKS ITS OWN CHARTER RATE RECORD ON LNG CARRIER 

FIXTURE 

Traders and producers hoover up remaining open vessels for early March US loading dates. Norwegian shipowner Awilco LNG 
has scored its highest charter rate to date after fixing out one of its two tri-fuel diesel-electric (TFDE) LNG carriers. Brokers 
said the company fixed the 156,000-cbm WilPride (built 2013) to Cheniere Energy at a rate in the region of $145,000 per 
day for a 70 to 90-day period. Awilco confirmed on Friday that the WilPride had been committed on a two-to-three month 
contract but did not name the vessel’s charterer. The contract is expected to start in the first half of February. 
 
The company said the deal is expected to generate gross revenues of between $10.3m and $14.3m. “With forecasted all-in 
cash break-even of about $58,000 per day per vessel in 2021 the contract is estimated to generate surplus liquidity of between 
$6.2m and $ 8.6m,” it said. Awilco chief executive Jon Skule Storheill told TradeWinds the rate on WilPride is “definitely a 
record” for the company. But he declined to reveal the figure. Storheill highlighted that position lists for open vessels had been 
showing Awilco’s two vessels, alongside a Maran Gas Maritime-controlled LNG carrier and a Golar LNG ship. But on Friday 
brokers were reporting that the 161,870-cbm Maran Gas Alexandria (built 2015) and the 170,000-cbm floating storage and 
regasification unit Golar Tundra (built 2015) had both been fixed. Rate details have yet to emerge. 
 
Storheill said Awilco’s LNG sistership, the WilForce (built 2013), will be open again in the period from the end of February into 
early March. The CEO said gas prices and rates are likely to come down going into the Spring period. But he said buyers’ 
need to restock inventories is likely to result in a more active second quarter over what was seen last year. LNG carrier rates 
rocketed to an all time record last week after a TFDE vessel achieved $350,000 per day for a round trip from the US to 
Europe. Shipbroker Fearnleys currently pegs TFDE daily rates at around $165,000, with steam turbine ships on $125,000 and 
gas-injection tonnage $185,000. But today Clarksons upped its TFDE figure to $195,000 per day and quoted gas-injection 
levels at $215,000 daily. Awilco cited gas prices — which have been at record levels in the east, cold weather, production 
disruptions and fleet inefficiencies as the reasons behind the dramatic increase in spot LNG shipping rates. “Forward gas prices 
for the remainder of 2021 have recovered together with consensus shipping rates,” the company said. It added that its 2021 
financial results are expected to improve on those for the previous year. source : www.tradewindsnews.com 
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TROIM’S HYGO AND GOLAR LNG PARTNERS SOLD FOR $5BN 

New Fortress Energy is paying $5bn to buy Tor Olav Troim-led Hygo Energy Transition and Golar LNG Partners. US-listed 
New Fortress said on Wednesday that it had entered into “definitive agreements” to buy Nasdaq-listed Golar LNG Partners 
and Hygo, the 50:50 joint venture between Golar LNG and a fund managed by Stonepeak Infrastructure Partners. Under the 
surprise deal, New Fortress will acquire an operating floating storage and regasification unit terminal and a 50% interest in 
Golar LNG’s 1,500 MW power plant in Sergipe, Brazil. New Fortress will also secure two other FSRU terminals with 1,200 
MW of power in advanced stages in Brazil. Hygo’s fleet comprises one FSRU newbuilding and two LNG carriers. With the 
buyout of Golar LNG Partners, New Fortress said it will also acquire six FSRUs, four LNG carriers and a 50% interest in Trains 
1 and 2 of the floating liquefaction unit Hilli Episeyo. It said this will support New Fortress’ existing facilities and its international 
project pipeline. 
 
Under the agreement, New Fortress will acquire all of the outstanding shares of Hygo — which last year was forced to pull a 
planned initial public offering after an investigation of its chief executive — for 31.4m New Fortress shares and $580m in cash. 
The transaction has a $3.1bn enterprise value and a $2.18bn equity value. Golar LNG will receive 18.6m New Fortress shares 
and $50m in cash. Stonepeak will receive 12.7m New Fortress shares and $530m in cash. The transaction, which has been 
approved by Hygo’s board and Golar LNG and Stonepeak shareholders, is expected to close in the first half of this year.New 
Fortress chairman and chief executive Wes Edens said: “With a strong presence in Brazil and a world-class LNG shipping 
business, Hygo and GMLP [Golar LNG Partners] are excellent additions to our efforts to accelerate the world’s energy transition. 
“The addition of Hygo will quickly expand our footprint in South America with three gas-to-power projects in Brazil’s large and 
fast-growing market. “With GMLP, we gain LNG ships and world-class operators that are an ideal fit to support our existing 
terminals and robust pipeline.” source : www.tradewindsnews.com 
 
 
CHINESE GAS IMPORTS RISE 5% IN 2020  

China’s natural gas imports via pipeline and in the form of LNG in 2020 were up 5.3% year/year at 101.66mn metric tons, 
according to customs department data published on January 14.Imports in December were 11.22mn mt, up 22.3% yr/yr. The 
customs department did not provide any month-on-month comparison.  Chinese gas usage has spiked as a result of  severe 
cold spells and a rise in economic activity.  Source : www.naturalgasworld.com 

 

 

 

 

 

 

mailto:Sandp@cygnus-energy.com
mailto:Gas@cygnus-energy.com


 

 

Sandp@cygnus-energy.com   Gas@cygnus-energy.com 

(Sale and Purchase)             (Gas projects) 

3 

 

ENJOY THE LNG SPOT-MARKET RIDE BEFORE LONG-TERM GAS REALITY 

BITES 

LNG may not be the green fuel of the future many once thought but, right now, the markets are enjoying an exciting start to 
2021. It has been a glorious start to the year for the LNG sector, with soaring freight rates and an industry virility symbol 
roaring back to life. A major shortage of available gas ships has sent spot charter rates for large vessels up to record levels 
of $350,000 per day. The price of LNG itself in Asia breached the $20-per-MMBtu mark — almost 10 times the value of 
natural gas in the US, a key exporting country. In Australia, another key exporting nation, there was good news from Shell as 
its giant Prelude floating LNG shipping plant started working again.  
 
The world’s largest floating structure has been out of action for a year due to a series of technical faults and other problems. 
The $10bn to $13bn leviathan built by Samsung Heavy Industries was once expected to be the first of many when the idea 
was first unveiled 10 years ago and excitement around gas had no bounds. But reality has since set in, with more sober 
assessments of gas growth coming alongside questions about the cost of such giant structures. Last year, Shell took a $9bn 
write-down on its Australian gas assets, including Prelude which is moored off the north-west coast. Gas demand and prices 
slumped in 2020 due to Covid-19, with 200 US export cargoes cancelled as the pandemic hit. Asian LNG prices have more 
than bounced back in recent weeks and have hit their highest levels since 2014. A combination of factors has led to this 
commodity and shipping boom — including cold weather in Asian importing countries, disruptions at production facilities and 
congestion in the Panama Canal. The bonanza for the owners and brokers of LNG tonnage is expected to continue next month 
but will likely slow in March as the weather warms. Views are mixed as to whether 2021 will be a good or relatively moderate 
year for the wider gas sector. Poten & Partners has predicted LNG demand will fall, while Wood Mackenzie and S&P Global 
Platts Analytics have both cut back growth forecasts. 
 
Jeff Moore, manager of Asian LNG analytics at Platts, said: “We are now expecting the 2020 market to be roughly 364 million 
mt per year, which is a growth of around 9m mt per year above 2019 levels.” One of the potential advantages in the short 
term should be the change of US president, which should lead to a gradual unwinding of the vicious trade war with China. 
The Far East country is the fastest-growing LNG importer and a key market for the growing number of US gas exporters.With 
the post-Covid-19 Chinese economy coming back to life strongly, there are opportunities for more gas use — and contracts. 
Europe remains a different story, with the latest Covid-19 outbreaks and lockdowns dampening demand for gas.As my colleague 
Lucy Hine has reported, Mitsui OSK Lines and German energy company Uniper have just slammed the brakes on the 
Wilhelmshaven gas import terminal project, citing the need for a rethink. There is also a wider question about the future of gas 
that is gaining prominence, even as shipowners fret about whether to buy LNG-fuelled vessels or wait for no-carbon fuel cells, 
ammonia or hydrogen engines to be developed. Enormous growth in gas and LNG demand over the previous decade was 
built around a switch from coal or other dirtier fuels to gas for power stations generating electricity. Gas was hailed as the  
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“transition” product to help the world move from fossil fuels to zero-carbon energy sources. Shipyards in the Far East have 
been crammed with orders for new gas ships. But some now argue that there is no place for even lower-carbon fossil fuels 
such as gas if the goals of the Paris Agreement on climate change are to be met. This partly explains the loud debate around 
the use of hydrogen for ship engines and should it be “grey” hydrogen made with fossil fuels; or blue, made with fossil fuels 
but with CO2 being captured and stored; or green, which is derived from renewables? The long-term future may be visible in 
Norway, where the government has just announced plans to slap a $240-per-tonne CO2 tax on oil and gas production by 
2030. US President-elect Joe Biden has also talked about a possible carbon tax as part of his $2trn green revolution. The 
longer-term future of gas may be somewhat uncertain but what isn’t? For now, LNG shipowners with spot-market tonnage are 
enjoying an exhilarating ride. source : www.tradewindsnews.com 
 
GASLOG LNG NEWBUILD BAGS LONG-TERM CHARTER WITH CHENIERE 

NYSE-listed LNG shipowner GasLog Ltd has taken delivery of GasLog Galveston, a 174,000-m3 X-DF propulsion LNG carrier 
that will go on long-term charter to US LNG producer Cheniere Energy. Delivered on 4 January by South Korea’s Samsung 
Heavy Industries (SHI), the vessel, Hull No 2301, is currently on its first voyage, GasLog wrote on social media. GasLog 
Galveston was underway from South Korea to Singapore, with arrival set for 14 January, according to vessel tracking provider 
Marine Traffic. GasLog has a seven-year charter agreement with Cheniere Energy for the vessel. Cheniere also has a long-
term charter agreement for GasLog Georgetown, sister of GasLog Galveston. “We would like to express our gratitude to all 
teams involved in the delivery, from the team on board, to the operations team, site team and everyone ashore for their 
valuable contribution despite the challenges of Covid-19,” said GasLog Ltd in a social media post. One third of GasLog’s 
consolidated fleet, including GasLog Galveston, is fitted with WinGD two-stroke, low-pressure, dual-fuel X-DF propulsion. The 
other 24 vessels operated in the combined GasLog Ltd and GasLog Partners fleets have either steam or tri-fuel, diesel-
electric propulsion.SHI is building two 180,000-m3 LNG carriers, Hull No 2311 and Hull No 2312, with X-DF propulsion and 
GTT Mark III Flex Plus cargo containment systems for delivery in mid-2021. These vessels have seven-year charter agreements 
with Cheniere Energy. The first of those, GasLog Wellington, was launched in November, with delivery set for 15 June 2021. 
source : www.rivieramm.com 
 
SINGAPORE’S FIRST LNG BUNKERING VESSEL DELIVERED 

FueLNG Bellina will bunker LNG-powered vessels calling at the Port of Singapore, underpinning the country’s aim to develop 
into a global LNG bunkering hub. With a capacity of 7,500 m3, the LNGBV is owned by FueLNG, a joint venture between 
Shell Eastern Petroleum and Keppel Offshore & Marine. Based on an MTD 7500 design from Keppel O&M’s KMDTech and 
built by the Keppel Nantong Shipyard in China, FueLNG Bellina will be highly manoeuvrable, facilitated by two stern azimuth 
thrusters and one bow thruster. The vessel’s thrusters will allow for ‘crabbing manoeuvres’ during bunkering operations, 
minimising tug utilisation and in turn reducing fuel consumption and emissions. 
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With a filling rate of between 100 and 1,000 m3 of LNG per hour, the LNG bunker vessel will be able to refuel vessels at 
heights ranging from 3 m to 23 m above the water level. This is critical to allow it to fuel a wide range of LNG-fuelled vessels 
in one of the world’s busiest bunkering hubs. With dual-fuel propulsion, FueLNG Bellina will also use boil-off gas as fuel for 
power generation and propulsion, reducing CO2, particulate matter and NOx emissions. FueLNG Bellina is the second LNG 
bunkering vessel and fifth dual-fuel vessel delivered by Keppel O&M. This extends Keppel’s track record in solutions across 
the gas value chain and is line with Keppel’s ‘Vision 2030’, which focuses on opportunities in LNG solutions and renewables. 
FueLNG Bellina is also the world’s first bunkering vessel with a Smart Notation for its suite of digital services. Equipped with 
Keppel O&M’s proprietary VesselCare solutions, these smart functions enable remote monitoring and real-time support of 
vessel operations. Awarded the LNG bunker supplier licence by the Singapore Maritime and Port Authority in 2016, FueLNG 
will also provide LNG bunkering from Singapore’s first dedicated LNG bunkering facility, which will be built by Keppel O&M on 
its Floating Living Lab, with Shell supplying the LNG to the 3,500-m3 capacity facility when it becomes operational Q4 2021. 
Keppel Nantong Shipyard is also building Russia’s first LNG bunker vessel, with delivery of Dmitry Mendeleev set for Q2 2021. 
source : www.rivieramm.com 
 
VENICE SSLNG TERMINAL WINS GOVT APPROVAL 

Italian Decal has received ministerial approval for its LNG storage terminal in Porto Marghera, Venice, it said January 15. With 
a capacity of 32,000 m3 LNG the storage terminal will be built in a brownfield area alongside an industrial canal. Decal is 
spending upwards of €100 ($121)mn and the European Commission is contributing €18.5mn under its Connecting Europe 
Facility. LNG will arrive at Venice LNG storage terminal by small and medium-sized LNG carriers and will be distributed on 
tank trucks, ISO-tanks and barges. Thanks to LNG, pollutants in the atmosphere and in the waters of the lagoon will be 
drastically reduced, said Decal subsidiary Venice LNG. "We are pleased to have reached the authorisation decree, since it 
confirms the value of our project," said Venice LNG. "Our project went through a long technical-administrative path, involving 
many authorities and local community too. Now, we are ready to give our contribution to promote the use of LNG, which plays 
a key role in the energy transition process." source : www.naturalgasworld.com 

 

SHELL EYES ROLE IN PHILIPPINE LNG PROJECT: PRESS   

Shell has filed a notice to proceed (NTP) with the Philippine energy department to supply a floating storage re-gasification unit 
(FSRU) for the Philippines LNG import project, local media reported on January 12. Energy assistant secretary Leonido Pulido 
III said during the senate committee energy hearing that two other companies—AG&P and Vires Energy—also filed NTPs with 
the department, Manila Standard reported. Pulido noted that two other companies—First Gen Corp. and Excelerate Energy—
were in an advanced stage of developing LNG projects. Fgen LNG, a unit of First Gen, has selected three preferred bidders 
for the next stage of a tender for the charter of an FSRU for its floating LNG import terminal in the Philippines. After an initial 
evaluation, the company has selected BW Gas, Dynagas and Hoegh LNG, First Gen said last month. source : www.naturalgasworld.com 
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RUSSIA'S SOVCOMFLOT RECEIVES NEW LNGC 

Russian state shipping firm Sovcomflot (SCF) has taken delivery of the 174,000-m3 SCF Timmerman LNG carrier (LNGC), 
the company said on January 15, noting that the vessel had embarked on its maiden commercial voyage under a contract with 
trading giant Anglo-Dutch Shell. SCF Timmerman is the third vessel to be delivered in a series of new-generation Atlanticmax 
LNG carriers ordered by SCF at South Korea's Hyundai Samho Heavy Industries shipyard in 2018. The first, SCF La Perouse, 
was delivered in February 2020 and was chartered to France's Total, while the second, SCF Barents, arrived in September 
that year and was chartered to Shell. The vessels are equipped with advanced Mark III Flex cargo containment systems, slow-
speed dual-fuel X-DF engines, and systems that reduce nitrogen oxide emissions while they sail in liquid fuel mode. They are 
also among the first globally to feature boil-off gas partial re-liquefaction systems, which reduce cargo losses. The latest 
delivery means SCF now has a fleet of 16 LNGCs in operation and a further 15 under development. Shell is among the main 
charterers of its vessels. "By adding another vessel to our gas fleet and expanding our co-operation with Shell, we contribute 
to achieving our strategic goals of solidifying our position in LNG shipping and growing our portfolio of long-term, fixed-income 
contracts, which provide SCF with stable cash flows resistant to freight market fluctuations," Sovcomflot CEO Igor Tonkovido 
said. LNGC charter rates have been extremely high this past month or so as suppliers have rushed to deliver LNG to thirsty 
markets in Asia. Delivered prices there have been been at least $30/mn Btu. source : www.naturalgasworld.com 
 
SINGAPORE'S YANGZIJIANG FORMS LNG JV  

Singapore-listed Yangzijiang Shipbuilding has entered into an agreement to establish an LNG supply chain joint venture with 
two Chinese companies, it said on January 14 in a stock exchange filing. Yangzijiang Terminals China Holding (YTCH), a unit 
of Yangzijiang Shipbuilding, signed an agreement with Wuxi China Resources Gas Co. (WCRG) and Jiangyin Xinyangchuan 
Enterprise Management Centre to establish a joint venture called Run Yuan Energy. The joint venture has yuan 20mn ($3mn) 
in capital. Jiangsu Run Yuan Energy will build LNG storage facilities, and get involved in gas trading and other areas of the 
LNG supply chain, Yangzijiang Shipbuilding said. YTCH, WCRG and Xinyangchuan will own 30%, 51% and 19% equity interest 
in the proposed joint venture respectively.WCRG, a unit of Chinese state-run China Resources, is involved in downstream city 
gas distribution business including piped natural gas distribution and the operation of natural gas filling stations. Xinyangchuan 
mainly invests in companies operating in industries such as energy, manufacturing and property development.Yangzijiang 
Shipbuilding said that the joint venture was in its long-term interest, as it would offer an initial exposure to a wider range of 
LNG-related business. source : www.naturalgasworld.com 
 
 
 

 

 

 

mailto:Sandp@cygnus-energy.com
mailto:Gas@cygnus-energy.com


 

 

Sandp@cygnus-energy.com   Gas@cygnus-energy.com 

(Sale and Purchase)             (Gas projects) 

7 

 

PROJECT SPOTLIGHT: ARC7 LNG CARRIERS 

Developed by independent Russian gas company Novatek, the 16mn mt/yr Yamal LNG project demanded a new kind of 
LNG carrier (LNGC) capable of operating in the harsh Arctic environment. Now, Novatek’s second major LNG project, Arctic 
LNG 2, will see a second generation of ice-class LNG carrier put to work. This kind will be even more robust, capable and 
effective than their sophisticated predecessors.

 

Arc7 version 1.0 
Yamal LNG, which came on-stream in December 2017, uses a fleet of 15 Arc7, ice-class LNGCs with tank capacities of 
172,600 m3. The ships are 300 metres long and sail in temperatures as low as minus 52° Celsius, cutting through ice as 
thick as 2.1 m, if needs be, according to French oil and gas major Total. Total holds a direct 20% interest in the project and 
an aggregate interest of 21.6% in the 19.8mn mt/yr Arctic LNG 2 development. To do this, the ships effectively need two bows 
and need to be strong. The vessels’ hulls are made from high-strength steel which keeps the overall weight down and ensures 
a 12 m draught when fully loaded. At the front is a scaled-down icebreaker bow which allows the ship to move efficiently 
through open water and even light ice of up to 1.5m. But when the going gets really tough, the vessel pivots by 180 degrees 
and puts the heavy icebreaker hull on its stern to work. The ship has two connected pilot houses, allowing for safe sailing 
either forward or in reverse. 
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This takes power and lots of it. Six Wartsila 50 DF diesel-electric engines deliver 45 MW of thrust, using LNG in a system 
designed to provide high power at low temperatures. Three ABB Azipod units provide the propulsion and each can rotate 360° 
to change the ship’s direction. They create turbulence, which reduces the friction between the carrier and the ice, and then 
crush the ice broken by the bow and stern, pushing it to either side of the ship, a system more efficient than the traditional 
ramming method. All this has to be achieved while adhering to the highest safety standards given the conditions the vessels 
have to deal with. A divided engine room, partitioned by a fire wall and certified by classification society Bureau Veritas, 
guarantees that the engines are available in an emergency. In the event of a fire or flooding, the carrier can operate on half 
of its power with two Azipod units. The first generation of Arc7 LNGCs are designed for independent operation in the Barents 
and Kara Seas. 

 
Arc7 version 2.0 
However, the Arctic LNG 2 project, which will consist of three 6.6mn mt/yr liquefaction trains, will get ice-breaking LNGCs of 
an even higher order. Arctic LNG 2 is expected to start production in 2023 or 2024. At the end of October, Finnish icebreaker 
designerAker Arctic, along with South Korea’s Daewoo Shipbuilding & Marine Engineering (DSME), announced that it has 
developed a new ship design, which may be so powerful that it can navigate Russia’s Northern Sea Route year round even 
without icebreaker escorts. DSME will build three of the new vessels for Russian ship owner Sovcomflot and three for Japan’s 
Mitsui OSK. A Mitsui-Jogmec consortium, Japan Arctic LNG, holds a 10% interest in Arctic LNG 2. The vessels will have a 
new hull design and even more power – 51 MW – almost as much as Russia’s latest generation of nuclear-powered icebreakers 
of the Arktika class, in order to deal with the challenging conditions in the East Siberian Sea in the winter months.The new 
Arc7s will take the LNG to transhipments points either at Murmansk for onward delivery to Europe via conventional LNGCs or 
to Kamchatka for onward delivery to Asian customers. 
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Order book building 
In January this year, Novatek announced that it intended to place orders for up to 42 additional ice class LNGCs to handle 
transportation for three planned projects: Arctic LNG 1-3. A further five LNGCs are already on order from Russia’s Zvezda 
shipyard in cooperation with Samsung Heavy Industries for the Ob LNG project. If all four projects are realised, the company’s 
total output would rise to 80mn mt/yr, using a 62-strong fleet of ice-class LNGCs. DSME built the first fleet of carriers for 
Yamal LNG, but most of the future fleet will be built by Zvedva. Novatek has permission to buy 10 carriers from foreign 
shipyards, owing to the pressure the newbuild programme will put on the Russian shipyard. In September, Novatek and 
Sovcomflot put in firm orders for ten ice-class carriers for Arctic LNG 2, bringing the order book up to 15.A pilot Arc7 from 
Zvedva and four carriers are expected to delivered between March and December 2023. Finance was provided by Russian 
state-owned bank VEB. Source: www.naturalgasworld.com 

GLOBAL LNG PRICES NEAR 6-YEAR HIGH 

International gas prices, led by the Asian spot benchmark assessment the Japan Korea Marker, devised by S&P Global, are 
rising. Supply outages, high freight rates and high winter demand all play a part. But US domestic prices remained subdued 
– leading to sharply improved margins for US LNG exports, which are back up at record levels. Despite this, tight supply 
elsewhere and strong northeast Asian demand have reduced LNG availability for buyers in south Asia – and Europe, where 
storage stocks are now below 2019 levels.The JKM was assessed at a six-year high of $12.40/mn Btu December 15, the last 
day of front-month January assessments, with some cargoes reportedly trading as high as $13/mn Btu for second half January 
deliveries. These prices are well above most winter price expectations of around $7/mn Btu and over six times the summer’s 
record lows of around $2/mn Btu. The rise in Asian prices has pulled European prices up, but by far less, with the Dutch gas 
hub, the Title Transfer Facility (TTF), rising to $6/mn Btu mid-December; while US Henry Hub remains relatively weak at 
around $2.60/mn Btu on milder than expected temperatures and signs of rising supply as higher oil prices encourage shale 
production.
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The widening spread between US and Asian prices means higher margins for US exporters, leading to a rapid run up in 
liquefaction capacity use rates from the summer’s lows to record levels (93% of capacity) in November (Figure 1). However, 
capacity limits at the Panama Canal, and high freight rates have constrained the volume of US LNG that can be shipped from 
the Atlantic basin to Asia, exacerbating the rise in Asian prices. “Global supply logistics means that US LNG production, when 
needed due to supply glitches elsewhere, is constrained as a marginal gas supplier to Asia at this time of the year,” said S&P 
Global’s Ira Joseph in a recent webinar. The Panama Canal constraints mean a wait of several days, leading some vessels 
to go around the cape of Good Hope or via Suez. This adds to journey times. This could help drive forward North American 
Pacific coast LNG projects, such as Mexico’s Costa Azul, which Total announced was going ahead in mid-December. 
 
However, some analysts did not expect the situation to last long – certainly not beyond late winter –as some supply outages 
end, fresh production capacity comes onstream and demand eases. In a December 16 report, Goldman Sachs said the spike 
in the Asian benchmark “seems too much too soon,” and prices above $12/mn Btu would not be sustainable – an oversupplied 
market had been expected to last for a couple of years after supply additions overwhelmed additional demand in 2019 and 
earlier in 2020. Platts suggested the unexpected price spike meant the market would adapt next year, offsetting the likelihood 
of a repeat performance – helped by an expansion in the number of Panama Canal slots, and reduced supply outages in Asia 
(see below), which would mean buyers could seek closer outlets, including plenty of earlier cargoes. The US is increasingly 
acting as the incremental supplier to the market during the peak demand season, helped by another 2.7bn ft3/d of new US 
LNG export capacity in 2020, including the third train at Corpus Christi, which started up mid-December. From December 4 
to mid-month, combined gas feedstock flow to the six US LNG plants topped 11bn ft3/d. As the new Corpus train comes 
onstream, this could rise by another 700mn ft3/d to almost 12bn ft3/d. Stronger oil prices are supporting US gas output, after 
falls in the autumn, which is likely to keep downward pressure on US prices and maintain availability and profitability of exports. 
 
Why so high? 
The underlying cause of Asian tightness is regional supply outages, including in Malaysia, Indonesia and Australia, but also 
among regular suppliers in Trinidad & Tobago, Norway – the Hammerfest liquefaction plant is out of action following a fire – 
Nigeria and Egypt. The situation was made worse in late November, when a mega-train in Qatar shut because of a compressor 
problem and there were constraints at several of the other plants. The supply tightness has combined with firm demand in 
northeast Asia – near the top end of the five-year average according to S&P Global – where cold weather in China, South 
Korea and Japan has pushed local gas, coal and power prices up sharply, with limited nuclear capacity making Japan 
particularly vulnerable.In China, industrial activity was back at pre-coronavirus growth levels in November, driving up power 
use by 9.4% year-on-year to 646.7bn kWh, according to the National Energy Administration. Domestic LNG prices in China 
have surged, and imports into China in December are set to hit a record high. Overall, global LNG trade in November 
rebounded to record levels, despite the impact of Covid-19. Helped by above-nameplate output at Gladstone LNG, Japan and 
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China both took 2.6mn metric tons of Australian LNG in November, higher than the same time last year, and the most since 
April. But this has not been enough to make up for regional outages, and Asian buyers have had to look further afield, soaking 
up supply and driving up prices worldwide. The spot prices are well above oil indexed term supply, leading buyers to maximise 
term deliveries, which is further reducing spot availability as export plants max out. Low hydro and an inability to move domestic 
output to market are also pulling some US LNG into Brazil. “It’s going to take three to four weeks before the cavalry arrives 
with enough supply from Qatar, Nigeria, and the US, so if you’re a buyer with immediate needs, it’s going to be costly,” said 
Joseph. 
 
European swing 
The spread between Asia and Europe has also widened, exceeding $6/mn Btu in mid-December – the highest since 2014 – 
which has slashed LNG deliveries to Europe, while some traders are turning to reloads as they seek to work the arbitrage. 
This is leading to a run down in stocks – in contrast to last spring/summer when surplus LNG came to Europe and storage 
absorbed it – highlighting the region’s increasing role in market stabilisation. Ukrainian storage is helping by acting as a backup 
for the rest of Europe, boosted by recent liberalisation of the capacity rules and favourable short-term transportation tariffs to 
and from the European Union borders. The draws have brought what were record high storage levels down close to the five-
year average.The situation is pushing up European prices. In the UK, day-ahead delivery reached 47.50 p/th in mid-December 
(compared with the equivalent of 80 p/th in Asia), with power trading above £50.00/MWh. Price spikes could occur here and 
at the Dutch TTF if temperatures drop below seasonal levels – which were forecast for western Europe from late December – 
and at time of press it was already leading to some upward pressure. Looking ahead, the TTF benchmark has risen to $6/7mn 
Btu for next summer, and analysts say that with many buyers and sellers locking in deals/margins at these levels in the paper 
market, large physical LNG volumes will flow to Europe as the international market swings into oversupply in Q2/Q3 - even 
if TTF prices slump next spring/summer as expected. S&P Global is forecasting European storage to be full again by late 
August next year. In Europe, carbon prices have also risen to new record highs of around €32/mt, adding to upward pressure 
on power prices. This is mainly due to progress toward a tougher 2030 carbon reduction target, alongside hopes of economic 
recovery linked to emerging Covid-19 vaccines. In mid-December, the UK confirmed it would establish an emissions trading 
scheme (UK ETS) from January 1 as it leaves the EU, to replace the EU regime. It said the scheme would be more ambitious 
than the EU system, reducing the cap on emissions allowed within the system by 5% from day one. It may link to international 
schemes in future. 
 
Gas shortages in south Asia 
The strong northeast Asian demand and multiple supply outages has priced some LNG buyers out of the market. These include 
Pakistan, which did not award an emergency January delivery tender after it received high prices. The situation has led to 
frustration that earlier lower priced LNG supply offers in 2020 were not accepted. Leading Pakistani daily, Dawn, quoted one 
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official comparing an offer from Trafigura at $3.7/mn Btu to supply LNG for one year from April 2020 – which was not accepted 
– with the latest much higher offers of $15.28/mn Btu and $12.95mn Btu. Power plants may opt to burn dirtier but cheaper 
fuel oil instead, and the situation has given shelved plans for new coal-fired plants a boost. Thermal coal prices in Asia have 
also risen sharply in the past months. In India, Gujarat State Petroleum Corp (GSPC) and Indian Oil Corp did not award 
tenders for January to February delivery, according to Reuters reports, while in Bangladesh, gas shortages are already evident. 
Even in China, some buyers are pulling back due to the high prices. PetroChina and CNOOC did not award recent tenders 
posted on the Shanghai Exchange, while the latest tenders form Guangzhou Gas and Guangdong Energy were also not 
awarded – cutting the capacity use at some of the Chinese import terminals. Source : www.naturalgasworld.com 
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