
Demand will continue to rise 2022, Fitch 
says, assuming new lockdowns will be 
shorter and less severe than those in 2020. 
“The recovery might reverse if Omicron or 
other potential new variants prove signifi-
cantly more infectious or dangerous, lead-
ing to new prolonged synchronised 
lockdowns,” analysts wrote in Fitch Rat-
ings latest report, entitled “Global Oil Sec-
tor’s Recovery Is Supported by Growing Demand and 
Supply Policies”. 

“Long-term price assumptions remain unchanged,” 
Fitch analyst said, noting “the impending energy 

Risk of Omicron-related lockdowns  
increases oil price volatility
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Nearly half of US LNG shipments 
lasts month were destined for Eu-
rope, up from 37% earlier in 2021, 
data from Refinitiv shows. Vessel 
tracking data reveals 7.15 million 
tonnes of LNG were shipped last 
month on 106 vessels – substan-
tially more than the previous 
record of 6.51 million tonnes set 
in May. 

Stop-gap measure 
Ports in the Netherlands, Belgium 
and the UK have nearly 30 LNG 
tankers scheduled for delivery this 
month, with at least 13 scheduled 
to arrive from the United States. 

Possibly more, if further cargoes 
will be diverted.  

"LNG diversions from Asia are a 
useful stop-gap measure but are 
not a sustainable substitute for 
stable pipeline supplies," Wei 

Xiong, senior analyst at consul-
tancy Rystad Energy commented. 
Should Asia’s LNG demand soar in 
January, however, this would pre-
empt further cargo diversion to 
Europe even though the risk of gas 
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US LNG cargoes get diverted from 
Asia to Europe to fill supply gap
Sky-high European gas  
demand has caused US 
LNG exporters to divert 
cargoes – initially sold to 
Asian buyers – to north-
east Europe. With the 
start-up of Nord Stream 2 
held up by the German 
regulator, and three of the 
country’s nuclear power 
stations shut down on 
New Year’s Eve, utilities 
turn to LNG to reduce the 
risk of power shortages. 

Includes: 

Market Tracker Data

Fitch Ratings warns of a “highly uncertain” situation in global oil and gas markets 
as the fast spread of the Omicron variant could result in renewed lockdowns, travel 
restrictions and higher price volatility. Though OPEC has been trying to stabilize 
markets, some members – notably Russia and the UAE – are keen to raise production 
to monetise their large reserves while production in the United States is forecast to 
keep recovering in 2022.



transition may increasingly affect 
demand in the global oil market, 
although significant uncertainty 
remains.” 

Capex of oil majors  
accelerates 
As oil markets are likely to stay 
bullish going into the New Year, 
Fitch anticipates the capital ex-
penditure of oil and gas companies 
will accelerated to 9% over the 
course of 2022. 

The pandemic had reduced 
2020 corporate Capex by €36 bil-
lion, or about 7% compared to 
2019 amid crippling lockdowns. 
But analysts explained this decline 
was “still modest “versus a 14% 
drop in revenue, as continued 
growth in spending among tele-
coms and utilities helped balance 

cuts among the industrial and  
natural resources-related sector. 

Earlier this year, Fitch Ratings 
had raised its ‘vulnerability 
scores’ for 100 utilities in Europe, 
the Middle East and Asia (EMEA) 
for the period 2025-2050. Inte-
grated utilities like Enel, Iber-
drola and EDP score a moderate 
15 points, while Engie and 
Naturgie score 30-35 points due  
to higher transition risk of gas-
fired generation, compared to 
transmission and distribution 
(T&D) assets. 

Electric utilities exposed to 
coal generation were assigned a 

higher risk score given that they 
are mandated in most countries to 
transition to a low-carbon econ-
omy. Utilities often face the 
choice to either convert their coal 
power units to natural gas or shut 
them completely. In contrast, 
companies focussed on gas T&D 
networks enjoy a relatively low 
and stable ‘vulnerability score’. 
This is due to greater energy effi-
ciency and the substitution of nat-
ural gas by other energy sources, 
such as renewables or district 
heating or heat pumps, which can 
reduce utilisation of gas infras-
tructure in the longer term.                      

supply shortages remains in the 
face of lower Russian pipeline gas 
supply.  

Prices at the Dutch TTF, the 
benchmark gas trading hub for 
continental Europe, have softened 
slightly since late December amid 
milder temperatures and were last 
seen trading at €95.15 per MWh. 

On Monday, the Japan Korea 
Marker (JKM) price for Asia spot 
gas was $33.19 per MMBtu, a pre-
mium of nearly $4 to gas prices in 
Europe.  

 
Prices very volatile  
Though Asian LNG prices are  
still higher than at in Europe  

at the moment, the market is 
very volatile and the outlook 
could change substantially if 
temperatures tumble in northern 
Europe.  

US LNG exporters, swing suppli-
ers for peak power generation, are 
preparing to export record volumes 
this year.  

Gas flowing to U.S. LNG export 
plants in December hit a record 
12.2 billion cubic feet per day, 
about the maximum processing ca-
pacity. But US gas processing and 
liquefaction capacity is limited 
and no new LNG plants were ap-
proved last year, raising the risk of 
supply constraints this winter.    n  
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Long wait for Nord Stream 2 makes buyers turn to LNG
Unphased by record high gas prices and a looming supply shortage, the German regulator BNetzA has halted 
the approval process of Nord Stream 2 – the controversial Russian interconnector through the Baltic Sea. Some 
European utility buyers have no choice but to turn to spot LNG, though available cargoes are hard to come by. 

Disregarding the risk of fuel short-
ages, BNetzA “preliminary halted” 
the certification process until 
Swiss-based Nord Stream AG has 
founded a subsidiary under Ger-
man law to own parts of the 
pipeline – a request set to delay 
matters until summer 2022. 

Built at a cost 11 billion Euros 
and over a time of three years, 
Nord Stream 2 was meant to start 
supplying first gas from Russia to 
Germany before Christmas. By  
October 2021, already, the first 
pipeline leg was filled with gas 
and the second leg was ready to 

start deliveries in late December – 
but Gazprom was not permission 
to do so. 

 
Supply risk 
Analysts warn the German regula-
tor and EU policy makers may ulti-
mately derail the multi-billion 

pipeline project. This move would 
exacerbate the risk of gas supply 
shortages in German at a time 
when the country simultaneously 
exits coal and nuclear power. 

Staying adamant the regular 
said it will not continue approval 
process until Nord Stream AG has 
transferred all financial assets on 
German soil and key personal to 
the new subsidiary. This new en-
tity has to fulfil the unbundling  
requirements of an independent 
transmission operator.  

The state gas companies of 
Poland and Ukraine – PGNiG and 
Naftogaz – were notified and ap-
prove of these proceedings. Both 
countries have been the most out-
spoken critics of Gazprom-led direct 
interconnector to Germany, Europe’s 
largest gas market, where total 
annual gas consumption reached 
1,013 billion kilowatt-hours in 2021, 
up 5 percent from the previous 
year, according to BDEW figures. n  
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JERA invests in Freeport LNG, broadens supply 
its power gen fleet
Japan’s largest power plant operator JERA has bought a 25.7% stake in the US liquefaction terminal Freeport 
LNG together with Global Infrastructure Partners. The deal broadens JERA's gas supply sources for its global 
fleet of power stations, situated mostly in Japan and neighbouring Asian countries.

Together with Freeport LNG Devel-
opment, the owner of the LNG 
terminal, JERA contributed to the 
stable operation of Train 1. As a 
result of the latest transaction, 
JERA will not only be involved in 
the entire existing Freeport LNG 
project (three trains with an an-
nual production capacity of ap-
proximately 15.45 mtpa) but will 
also work with Freeport LNG De-
velopment to develop Train 4. 

As one of Asia’s largest utili-
ties, JERA currently operates and 
provides fuel for 26 power plants 
in Japan and imports LNG into 11 
of Japan’s network of 37 termi-
nals. Cleaner-burning gas power 
generation is viewed as a transi-
tion fuel and vital backup for the 
rising volume inherently intermit-

tent renewable energy sources. 
Demand for LNG has skyrocked 

in the run-up to the winter sea-
son, propelling up prices at the 
Japan-Korea Marker (JKM) to 
record highs. JKM futures for 
February 2022 delivery were  
last seen trading at $32.915 per 
MMBtu, while futures for delivery 
in March 2022 are trading at 
$25.610/MMBtu.  

LNG-based power accounts for 
a large share of JERA’s revenue: 
During the fourth quarter of 2021, 
electricity generated from LNG 
amounted to 46.8 terawatt hours 
(TWh), compared with 14.9 TWh 
of power from thermal coal. The 
fiscal second-quarter proportions 
were 76 percent gas-fired power 
from regasified LNG and 24 per-

cent coal-fired power, according 
to official figures. 

In the three months to Septem-
ber, JERA reported a stark rise in 
operating revenue although net  
income retreated. Despite an im-
pairment loss of 32.3 billion yen in 
the overseas power gen business, 
net income increased due to the 
world's economic rebound from 
the Covid-19 pandemic and rising 

profits from LNG sales through its 
JERA Global Markets gas trading 
arm. 

As Japan’s largest electric 
power producer, JERA is jointly 
owned by Tokyo Electric and 
Chubu Electric. It can purchase up 
to 35 million tonnes per annum 
(mtpa) of the super-chilled gas 
and controls a fleet of 20 LNG 
carriers.                                    n  

Siemens to build LNG-to-Power complex in Brazil
Siemens Energy has secured a turnkey contract to build GNA II, a 1.7 GW integrated LNG-to-Power plant at Port 
of Açu, in the Brazilian state of Rio de Janeiro. Customer is Gás Natural Açu for whom Siemens commissioned 
the equally-sized GNA I complex in summer 2021 – at an overall project value of more than €1 billion.

The Açu Natural Gas project in-
cludes two power plants, a Float-
ing Storage Regasification Unit 
(FSRU), as well as substations and 
transmission lines to connect the 
plants to the Brazilian national in-
terconnected system. It is part of 
a wider gas hub under develop-
ment at the Port of Açu with the 
aim of providing a logistical solu-

tion for the receipt, processing, 
conver-sion of LNG to electricity – 
based on natural gas from Brazil’s 
Campos and Santos basins as well 
as for imported LNG. 
 
GNA II plant run on  
H2-ready turbines  
“This project is strategic, not only 
for its grandeur, but also for its 

geographical location, close to the 
two main gas pipelines systems in 
Brazil, in the Northeast and South-
east of the country,” said Jochen 
Eickholt, board member of 
Siemens Energy AG. “And not to 
forget: Our gas turbines for GNA II 
are ready to burn hydrogen in the 
future. This means our technology 
is future-proof for our customers.” 

Construction of GNA I started in 
January 2018 and this plant began 
its commercial operation in 
September 2021. Once GNA II will 
be onstream, the two plants will 
have a combined capacity of 3 GW 
which is enough electricity to cover 
the needs of some 14 million house-
holds in regions like Espírito Santo, 
Minas Gerais and Rio de Janeiro. 

 
License to build up  
to 6.4 GW capacity 
A second phase will see the addi-

tion of further gas-fuelled power 
projects under the environmental 
license for 6.4 GW owned by the 
project company Gás Natural Açu 
(GNA). Siemens Energy will built 
the plant together with its consor-
tium partner Andrade Gutierrez 
who is responsible for civil works, 
the infrastructure and the erec-
tion works. 

For Siemens, the GNA II project 
will see the first application of a 
HL class gas turbine in Brazil. For 
the GNA II power unit, Siemens En-
ergy will deliver the entire power 
island, consisting of three HL-class 
turbines, one steam turbine, four 
electric generators and three heat 
recovery steam generators (HRSG), 
as well as instrumentation and 
control systems. The contract in-
cludes long-term O&M based on di-
agnostics by the Remote Operation 
Center in Jundiaí, São Paulo.      n  

View of Freeport LNG in Quintana Island, Texas.

Render of GNA II at Port of Açu
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The Houston-based company dis-
closed the latest delay in a pre-
sentation to investors, though it 
gave no reason for the latest hold-
up. The Rio Grande project has  
ultimate plans and permits to pro-
duce up to 27 mtpa of LNG from 
five liquefaction Trains. 

The $15.8 billion project has 
already been delayed twice since 
2020 and was originally expected 
to start producing LNG in 2023. 

NextDecade had extended pric-
ing in the construction contract 

with US LNG engineer Bechtel Inc. 
and extended the validity until 
July 31, 2022. Previously, it also 
secured future deliveries of feed 
gas, e.g. through an agreement 
with Spectra Energy Transmission 
for the sales of NextDecade’s pro-
posed Rio Bravo Pipeline to serve 
the Rio Grande plant.  

Developers of the Rio Grande 
LNG project also signed a lease 
agreement with the Brownsville 
Navigation District of Cam-eron 
County in Texas around 984 acres 

of land for the plant construction. 
The start-date of the lease had 
been extended to May 6, 2022. 

In addition, NextDecade agreed 
with Mitsubishi Heavy Industries in 
April 2021 to install post-combus-
tion, carbon-capture technology 
at the Brownsville plant, based on 
MHI’s newly-designed KM CDR pro-
cess. Carbon capture at Rio Grande 
LNG is expected to enable the 
capture and permanent geologic 
storage of more than five million 
tonnes of CO2 per year.              n 

FID on Rio Grande LNG delayed until summer 
NextDecade, the US developer of the Rio Grande LNG export project along the 
Brownsville Ship Channel, has confirmed that a final investment decision for the 
venture would again be delayed, this time until the second half of 2022.

US LNG for UK 
UK natural gas prices have  
declined from record levels, 
though are still substantial 
compared with previous years 
at around $23.00 per million 
British thermal units and are 
attracting US shipments. A 
cargo is scheduled to arrive on 
January 11 at the UK South 
Hook terminal at Milford Haven 
on board the 160,000 cubic 
metres capacity carrier “Cool 
Voyager”. The vessel lifted the 
cargo on December 24 at the 
Freeport plant on Quintana  
Island in Texas. 
 
Peru LNG for Korea  
Peru LNG exported two late-
December LNG cargoes to 
South Korea at the Japan-
Korea Marker price for North 
Asian spot shipments, quoted 
at $37.265 per million British 
thermal units, according to  
national energy company Peru-
Petro. The car-goes were lifted 
from the Pampa Melchorita 
plant on the Peruvian Pacific 
Coast by the 159,800 cubic  
metres capacity carrier “Maran 
Gas Efessos” and the 173,400 
cubic metres capacity vessel 
“Maran Gas Amphipolis”, the 
company added. 
 
Chart wins $120m in 
liquefaction orders 
Chart Industries has been 
awarded four liquefaction pro-
ject orders – worth $120 mil-
lion – from four different 
customers. The deals include 
‘limited notice to proceed’ on 
two of the “Big LNG” export 
plant projects which are likely 
to take FID in 2022. Highlights 
of the four liquefaction project 
awards include a 15-ton hydro-
gen liquefier which will be 
built in North America with a 
new hydrogen liquefaction cus-
tomer and a 60,000-ton BioLNG 
liquefaction train and associ-
ated equipment.                  n

NEWS NUDGES

The proposed Rio Grande LNG looking west along the Brownsville Ship Channel

Southwest Gas in stand-off with  
activist investor Carl Icahn
Vegas-based Southwest Gas Holdings is rejecting continued attempts by activist  
investor Carl Icahn to buy up outstanding stock for $75 per share, calling the move 
opportunistic and not in the best interest of shareholders. 

Icahn opposing the company’s  
October offer to pay 
nearly $2 billion to 
buy Dominion En-
ergy’s Questar 
Pipeline. The move is 
intended to expand 
Southwest’s gas 
transport and storage 
opportunities in Col-
orado, Utah and Wyoming. How-
ever, Icahn’s corporate entity, IEP 
Utility Holdings LLC, has extended 

an expiration date to January 26, 
2022, for its tender 
offer to buy up the out-
standing Southwest Gas 
shares for $75 each in 
cash. 

Rebuking the offer, 
Southwest Gas' Board of 
Directors called Icahn’s 
offer “structurally coer-

cive, highly conditional and illu-
sory tender offer.”  It undervalues 
the company, has no certainty of 

completion and is not in the best 
interests of Southwest Gas stock-
holders, said Southwest which 
wants to go back to Dominion En-
ergy’s agreement to sell Questar 
Pipelines to Southwest Gas in a 
transaction valued at $1.97 billion 
after a previous sale to Warren 
Buffet’s Berkshire Hath-away En-
ergy was cancelled. The pipeline 
sales deal includes the assumption 
of $430 million of existing Questar 
debts.                                        n

Carl Icahn
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US LNG exports forecast to surge 85% in 2023
US LNG exports are forecast to be almost 85 percent higher in 2023 than they were in 2020 as nation’s natural gas 
production increases. “We estimate that US LNG exports averaged 9.8 billion cubic feet per day in 2021 compared 
with 6.5 Bcf/d in 2020,” the Energy Information Administration (EIA) noted in its latest short-term outlook.

 “We expect US LNG export capac-
ity increases will contribute to 
LNG exports averaging 11.5 Bcf/d 
in 2022 and 12.1 Bcf/d in 2023,” 
stated the EIA. 

The report estimates that US 
dry natural gas production aver-
aged 93.5 Bcf per day in 2021, up 
2.0 Bcf per day from 2020. Pro-
duction in the forecast averages 
96.0 Bcf/d for all of 2022 and then 
rises to 97.6 Bcf/d in 2023. 

Working natural gas inventories 
ended December 2021 at 3.2 tril-
lion cubic feet (Tcf), up 3 percent 
from the 2016-2020 average, and 
EIA analysts forecast inventories 
will end March 2022 at 1.8 Tcf, 
which would be 8 percent more 
than the 2017-2021 average for 
the end of March. 

 
Henry Hub 
The natural gas spot price at the 
Henry Hub in Louisiana averaged 

$3.91 per million British thermal 
units (MMBtu) in 2021. “Monthly 
average prices reached $5.51 per 
MMBtu in October, but they de-
clined in November and Decem-
ber as mild weather prevailed 
across much of the country,  

resulting in less natural gas used 
for space heating,” EIA analysts 
explained. 

“We expect Henry Hub spot 
prices will average $3.82/MMBtu 
in the first quarter of 2022 and 
average $3.79/MMBtu for all of 

2022 and $3.63/MMBtu in 2023,” 
they said. 

Brent crude oil spot prices av-
eraged $71 per barrel in 2021, and 
it forecasts Brent prices will aver-
age $75 a barrel in 2022 and $68 a 
barrel in 2023.                           n 

Rebound in coal-burn set to reverse once LNG 
prices retreat; IEA says
Coal has staged a surprise return in the global power gen market in the face of sky-high LNG prices, but this 
phenomenon will be short-lived, the International Energy Agency (IEA) says. Most of the recent switching from 
gas back to coal will reverse as gas prices retreat from early 2022 highs.

The amount of electricity gener-
ated worldwide from coal surged 
by an estimated 9 percent to a 
new record high in 2021, analysts 
said, forecasting this strong 

growth potentially puts global coal 
demand and price on course for an 
all-time high this year. 

The Argus/McCloskey’s Coal 
Price Index11 (API) 2, which tracks 

cost, insurance and freight (CIF) 
prices in Europe, began climbing 
in June 2021. A supply shortage 
Europe pushed up gas prices so 
high that they are fully offsetting 

the effect of 
carbon pricing 
which renders 
coal attractive. 

“Although 
carbon prices 
have reached 
record highs of 
€80 per tCO2, 
rising gas 
prices are pro-
voking a power 
generation 
switch, back 
from gas to 

coal generation,” analysts said, 
suggesting that “taken together, 
limited emissions allowances and 
tight coal and gas supplies are cre-
ating a positive feedback loop.” 

But coal’s latest surge will be 
short lived given that the rising 
price tag on CO2 emission will 
soon make progressive power gen-
erators in favour cleaner-burning 
natural gas over thermal coal. 
“After its brief rebound in the 
United States and the European 
Union in 2021, coal demand will 
resume its decline through 2024,” 
the IEA anticipates. The rapid 
build-out of wind and solar energy 
sources, thanks to falling capital 
costs, is also eating into the mar-
ket share of coal generation.      n
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l  MARKET TRACKER DATA LNG North America January 202210
 

 

Sum of Delivered MMt
2020 2021 Grand Total
Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

China 0.86 0.89 0.72 0.07 0.55 1.01 0.75 0.84 0.86 0.96 0.97 0.82 1.10 0.21 10.61
South Korea 0.87 0.78 0.99 0.28 0.71 0.40 0.91 1.10 0.77 0.98 0.67 0.69 0.66 0.65 10.46
Japan 0.65 1.06 1.29 0.36 0.56 0.53 0.49 0.82 0.49 0.38 0.19 0.77 0.64 0.35 8.58
Brazil 0.57 0.61 0.43 0.28 0.57 0.23 0.48 0.75 0.91 0.72 0.78 0.80 0.21 0.51 7.85
United Kingdom 0.54 0.60 0.44 0.71 0.33 0.28 0.22 0.06 0.08 0.54 1.24 5.04
Spain 0.15 0.27 0.16 0.14 0.25 0.45 0.13 0.19 0.16 0.38 0.69 0.73 0.48 0.64 4.82
Turkey 0.26 0.32 0.56 0.41 0.08 0.08 0.13 0.56 0.44 0.98 0.71 4.53
India 0.21 0.19 0.41 0.26 0.35 0.32 0.67 0.33 0.25 0.41 0.42 0.25 0.31 0.06 4.44
Netherlands 0.15 0.07 0.06 0.41 0.52 0.37 0.59 0.06 0.16 0.16 0.23 0.39 0.19 0.37 3.73
France 0.12 0.08 0.08 0.32 0.71 0.74 0.28 0.08 0.17 0.14 0.24 0.22 0.46 3.64
Chile 0.14 0.17 0.16 0.17 0.36 0.20 0.35 0.45 0.34 0.17 0.15 0.07 0.05 2.78
Taiwan 0.12 0.22 0.20 0.19 0.14 0.26 0.04 0.40 0.13 0.10 0.15 0.08 0.13 2.16
Portugal 0.11 0.08 0.06 0.16 0.22 0.14 0.08 0.14 0.08 0.22 0.12 0.19 1.60
Dominican Republic 0.11 0.08 0.09 0.19 0.19 0.09 0.09 0.09 0.05 0.10 0.05 0.05 0.12 1.30
Poland 0.14 0.15 0.07 0.14 0.07 0.22 0.13 0.07 0.14 0.14 1.27
Argentina 0.03 0.09 0.21 0.27 0.32 0.27 0.04 1.23
Greece 0.07 0.14 0.02 0.15 0.15 0.13 0.11 0.02 0.20 0.12 1.11
Pakistan 0.07 0.07 0.07 0.07 0.05 0.23 0.04 0.18 0.03 0.06 0.87
Lithuania 0.08 0.12 0.13 0.07 0.07 0.06 0.06 0.15 0.03 0.08 0.85
Italy 0.05 0.21 0.07 0.13 0.07 0.16 0.07 0.76
Croatia 0.06 0.14 0.07 0.08 0.06 0.08 0.08 0.10 0.07 0.74
Bangladesh 0.05 0.07 0.13 0.14 0.07 0.22 0.06 0.74
Kuwait 0.08 0.07 0.14 0.07 0.21 0.14 0.71
Pacific Basin 0.07 0.60 0.67
Singapore 0.14 0.08 0.06 0.08 0.06 0.06 0.48
Jamaica 0.05 0.08 0.08 0.06 0.06 0.02 0.06 0.06 0.01 0.48
Mexico 0.07 0.29 0.01 0.00 0.37
Thailand 0.07 0.15 0.07 0.07 0.36
Panama 0.04 0.03 0.07 0.08 0.06 0.07 0.35
Atlantic Basin 0.08 0.23 0.31
Belgium 0.07 0.08 0.04 0.19
Malta 0.06 0.06 0.12
Israel 0.05 0.04 0.03 0.12
Colombia 0.01 0.03 0.02 0.06
Indonesia 0.04 0.01 0.05
Grand Total 5.52 5.96 5.89 4.23 6.52 6.05 6.67 5.44 6.00 5.98 5.86 6.09 6.32 6.85 83.37
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