
A Nimble LNG Giant
s global liquefied 
natural gas (LNG) 
production capacity 
increases, Doha is 

seeking to defend its country’s 
position as the world’s largest 
exporter of the super-chilled fuel. 
Rising competition from a diverse 
set of LNG suppliers, led by Australia 
and the US, and lower global LNG 
prices have seen Qatar respond with 
plans to increase production from its 
North Field. 

In April 2017, Doha lifted its 
self-imposed ban on further 
development of the offshore 
North Field, the world’s largest 
conventional non-associated gas 
field with recoverable reserves of 

around 900 Tcf (25.5 Tcm). This 
equates to around 13% of global 
proven gas reserves. Qatar plans to 
develop the southern section of the 
field over a period of five to seven 
years. Once completed, the project is 
expected to yield additional capacity 
of 4 Bcf/day, which equates to about 
20% of the field’s current output.

Most of this gas will be directed 
towards new LNG, with the country’s 
export capacity rising from 77 
million mt/year to 100 million 
mt/year. Qatar is well positioned 
to make a market share play, as 
it has one of the lowest costs of 
production for its LNG globally 
thanks to the scale of its operations, 
low production costs from the giant 
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North Field and the co-production 
of natural gas liquids (NGL) along 
with LNG.

However, at the same time, the 
decision to increase production is 
likely to extend the period of the 
global LNG oversupply into the 
2020s. This will further boost the 
bargaining power of customers, put 
more pressure on spot prices and 
accelerate the transformation of the 
business landscape into a shorter, 
more flexible market. The latter is 
something Qatar and other legacy 
suppliers have long resisted.

With fewer and fewer 
opportunities to sell on an oil-linked 
long-term basis, the producer faces a 
crossroads. It can either continue to 



adjust its business model to capture 
value in a changing market or risk 
being relegated to the role of low-cost 
supplier to a growing community of 
aggregators.

Signs of change are already 
evident. Faced with limited growth 
and expiring contracts in Northeast 
Asia, Qatar has increased its 
cooperation with trading houses 
and portfolio aggregators to place 
excess volumes into short-term 
tenders issued by emerging and less 
creditworthy customers.

The exporter has also taken a 
more direct approach to marketing 
its LNG in emerging markets across 
the Middle East, South Asia and 
Southeast Asia. In July 2017, Qatar’s 
state LNG shipping company Nakilat 
signed an agreement with Norwegian 
shipping company Hoegh LNG to 
stimulate fresh demand in emerging 
markets for Qatar to sell its LNG via 
floating import terminals.

Qatar’s long-term marketing 
strategy has also been impacted, 
with RasGas having renegotiated 
the pricing formula of its sizeable 
contract with Petronet in favor of the 
Indian buyer amid low spot prices in 
Asia-Pacific. The Indian government 
has actively encouraged its domestic 
importers to seek better contractual 
terms.

Buyers in Japan, the world’s 
biggest LNG import market, will 
also be encouraged by a recent 
ruling from the Japan Fair Trade 
Commission that destination clauses 
– long preferred by exporters – may 
be anti-competitive. This ruling 
could have lasting implications on 
the market’s supply-demand balance 
and trading dynamics as it enables 
importers to sell-on their excess 
volumes. 

Shifting Sands 
The sands of the LNG market 
closer to home are also shifting. 
Fast rising regional gas demand 
in the Middle East has made it a 
major emerging market for LNG, 
but one which is now threatened 
by rising regional pipeline supplies 
as offshore gas fields in the East 
Mediterranean come on-stream. 

By 2016, five Middle Eastern 
and North African countries — 
including Jordan and Kuwait — 
were importing LNG. Jordan is a 
good case study of an importer 
that has challenged traditional 
buying formats since it entered 
the market in 2015, kicking off a 
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trend for other emerging buyers 
and providing traders with new 
opportunities in the LNG space. 

Jordan has incorporated a more 
short-term ethos into its buying 
strategy. Most of the country’s 
gas demand has been covered by 
two-year and five-year contracts 
with portfolio seller Shell, with 
the remainder secured via tenders 
seeking one or two cargoes and 
usually awarded to traders. Jordan’s 
bigger tenders have also been 
split into small tranches, allowing 
multiple awardees, and opening up 
opportunities for smaller trading 
houses that would otherwise 
struggle to supply larger volumes.

While the buying strategy of 
Jordan and other LNG importers in 
the region with growing appetite 
is still evolving, expanding 
international supplies and 
changing buying patterns are likely 
to give them more leverage when 
negotiating new term contracts, 
if they choose to employ term 
contracts at all. Locally-sourced 
cargoes will have a clear transport 
cost advantage – and be a plus for 
Qatar’s growth ambitions. n


