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 Importer to exporter
 The US is set to shake up a fragmented, unresponsive global LNG market

 Faster approvals 
 The government is in favour of LNG and has sped up the approvals process. 

Developers have applied to export 298 million tonnes per year of LNG

 Buyers line up 
 The emerging TPP trade agreement between the US and Asia could dictate 

how US LNG exports develop

 New market structures 
 US LNG will generate new market structures, breathing life into a 

fragmented market. The effect on prices will also be felt at home

 Next steps
 US exporters must balance the risks posed by unknown variables, both 

political and economic, with the evolving market opportunities on offer
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Natural gas is a critical fuel for the 

future. Various features explain its 

attractions to energy importers. These 

include its strong environmental qualities 

and the fact that global sources of gas are 

varied and diverse.  

Natural gas will help many nations to 

meet their future objectives for carbon, 

sulphur and nitrogen reductions, and acts 

as an incentive to move away from 

substitutes such as coal, fuel oil and 

diesel. Growing diversity of sources of 

gas is also a valuable characteristic as far 

as importers and consumers are 

concerned. 

In short, gas is very attractive to a 

range of end-users in the industrial, 

power generation, transport and retail 

markets across the world.  

As a result of this growing appeal and 

importance, questions regarding the 

future security of supply of natural gas 

have moved rapidly up the political and 

economic agenda. 

Just a decade ago, the US was 

expecting to take its place among the 

world’s big gas importers. Numerous 

LNG import terminals had been 

constructed to ensure that the US was 

able to ensure that stability of gas supply 

could be guaranteed.  

Yet at the same time, the US made 

substantial progress in domestic natural 

gas production and exploitation. The 

remarkable success of US shale gas 

production has been particularly notable. 

Indeed, so successful has the sector 

become in terms of expansion of output 

and projected growth, that the US has 

altered its entire gas market strategy. 

Among the key objectives now is to 

sell domestically produced gas into the 

global market via LNG export terminals. 

The range and volume of proposed 

LNG export projects has mushroomed 

over the last two years or so. These 

projects are attracting interest among oil 

and gas majors and independents alike, 

huge capital commitments to develop  

LNG export terminals, and a rush 

among gas importers to try to get their 

hands on some of the LNG volumes up 

for sale. 

Source: US Energy Information 

Administration 

 

In this Special Briefing, NewsBase 

looks in more detail at these US LNG 

export plans. What are their objectives 

and what legal approvals must they 

obtain to start LNG exports? Which 

importers in the market want to buy US 

LNG? Will US LNG exports alter 

conditions in the global gas market? Will 

they have an impact on gas pricing 

structures? Finally, what are the longer-

term conclusions we can draw about the 

evolution of this vitally important gas 

market development? 

INTRODUCTION 

Importer to exporter 

Shale gas has turned the US from an LNG importer into an exporter set to shake up a 

fragmented, unresponsive global LNG market 

 The success of the US shale gas sector has altered the country’s entire gas market strategy 

 LNG export projects have attracted huge capital investments from gas majors and independents 

 Gas-importing countries are rushing to secure future LNG exports volumes 

 

The remarkable success of 

US shale gas production 

has been particularly 

notable 
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The likely effect of LNG exports on 

domestic US gas prices is the main 

reason for many large domestic gas 

consumers to oppose the government’s 

current enthusiasm for exports. 

It is logical to assume that buying 

pressure from gas trading companies in 

the Asian market such as BG Group or 

Gazprom Marketing and Trading, as well 

as from end-users of gas, such as 

Japanese utilities Tohoku Power, Chubu 

Electric and others, would – all other 

things being equal – feed into rising gas 

prices in the US.  

However, the intensity of buyer 

activity seen in the market recently is 

probably more than matched by the 

speed of approval of US LNG export 

projects. In other words, in the short 

term, perceived supply growth is meeting 

perceived demand growth. Hence US gas 

prices have shown little or no response so 

far to the prospect of US LNG exports. 

However, based on market sentiment, a 

rise in domestic US gas prices purely 

based on demand from the LNG export 

market looks unavoidable in the longer 

term, once the LNG export approval rate 

starts to slow down. The scale of the 

likely rise will depend on various market 

forces. 

The long-term effect of US LNG 

exports on US gas prices therefore most 

likely comes down to the stability of 

domestic US gas supply, and the 

evolution of US demand for gas.  

US shale gas production has generally 

exceeded expectations over the last 12-24 

months, and continues to show more 

successful results than many market 

observers had expected.  

Shale gas is also onshore, meaning that 

it is not subject to the same disturbances 

as offshore US Gulf gas production, most 

importantly the hurricane season.  

Yet if growth of US gas production 

falters significantly in relation to the 

growth of LNG exports, and domestic 

US gas demand grows, US gas prices 

will rise.  

Also relevant here is the draw on US 

pipeline gas sales, which will reflect 

features such as strong growth of 

overland pipeline gas supply to Mexico. 

It is also clear that domestic demand for 

gas from the US power sector will 

certainly rise, owing to the retirement of 

coal-fired power generation in the US.  

This process of retirement is probably 

going to be faster than many market 

observers have so far anticipated, picking 

up pace in 2015. 

Overall, based on these current market 

trends, we can expect that the short-term 

effect on US gas prices of US LNG 

exports will be practically nil. But the 

long-term effect will be to support a rise 

in US domestic gas prices. 

 

The wider game 

Hence we can see a long-term 

convergence of global gas prices because 

of US LNG exports – Asian prices down, 

US prices up.  

Yet US LNG exports are part of a 

wider global picture, with increased 

supply from Nigeria LNG supporting the 

Atlantic market, and that from Australian 

LNG projects. Additionally, Iran has gas 

export ambitions, and the shale gas 

revolution may of course spread, and 

other states may seek to match the 

accomplishments of the US. 

US LNG exports also encourage 

market liquidity, and liquidity 

encourages innovation. 

Asia has been devoid of liquid 

exchange-traded gas or LNG futures 

contracts. That is now changing, and 

pressure from new market entrants such 

as US LNG exporters is undoubtedly 

helping to push forward this process.  

Japan’s TOCOM and Japan OTC 

Exchange have introduced a new OTC 

LNG futures contract. Singapore also has 

plans for LNG futures contracts. The 

existence of futures contracts helps risk 

management and hedging techniques 

among market participants, and 

encourages them to take positions in the 

Asian physical LNG market. 

The evolution of LNG trading also 

implies the potential for physical LNG 

hubs in Asia. Given that the major future 

end-users and buyers of LNG will be 

Japan, South Korea and China, the most 

practical hub in terms of volumes would 

appear to be Japan.  

It is located closest to the US, has a 

clear advantage in the sense that it lies 

nearest to US LNG exports from the 

West Coast and Alaska, and from US 

Gulf projects via the Panama Canal, and 

hence serves as a logical physical hub.  

Japan and South Korea have already 

been swapping physical LNG cargoes in 

the aftermath of the LNG crash of 2014. 

But many in the gas trading market will 

question whether a hub for LNG is really 

needed, or indeed, if there is in fact space 

for many hubs. 

MARKET IMPACT – PART 2 

New market structures to emerge 

The entry of US LNG will generate new market structures, breathing life into a 

fragmented market. The effect on prides will also be felt at home  

 US domestic prices could rise once the rate of export approvals slows 

 US LNG will stimulate market innovation in terms of futures contracts, and hub operations 

 New LNG tonnage will be needed to avoid a sharp rise in shipping rates 

 

The long-term effect of 

exports will be to support a 

rise in US domestic gas 

prices 
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