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Cheap oil-linked LNG supply to India trumps US gas amid trade talks

S DINAKAR
Hyderabad, 21 December

tonnes/year of LNG for 15-25 years from a
Us liquefaction project.

Indian state oil companies and gas
consumer around six-term

AsurgeinUS natural gas 3
prices Henry Hub (HH) and volatile
freight rates are making Indian fuel
importers review their plans to purchase
USLNG on along-term basis, akey
demand of the (US President) Donald
‘Trump administration, senior industry
sources told Business Standard. This

NG deals priced off HH in the late 2024~
early 2025 period, totallingaround 10
million tonnes per year of LNG, according
to UK market intelligence provider
Energy Intelligence. But three recent
deals were linked tocrude oil, industry
datashows.

comes even as India: tal ith
the US to conclude a much-delayed
Dilateral trade deal.

Senior officials from two state-run
refiners said that the ardour for USLNG
had cooled in thelast few months
compared to what wasseen last year, after
avolatile HH soared to multi-year highs in
thelast few months.

GAIL isyettomake progressin an
April tender seeking tosource 1 million

Besides offeri agricultural
products, central toa US trade deal with
any nation is purchase of energy.

Pledgestobuy more USLNG have
underpinned deals with the European
Union (EU), Japan and South Korea,
according toUS government data.

The EU, Japan and South Korea
clinched a reduced tariff of 15 per centon
their exports to the US in exchange for
commitments to buy more US LNG.
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The EU has committed to buy 39 mtof
the fuel a year under term contracts;
Japan has agreed up to 9.5 million tonnes
and South Korea has pledged tobuy 1.2
million tonnes, according todata from
Energy Intelligence.

Invalue terms, the EU agreed tobuy
$750 billion worth of US energy: Japan
committed $550 billion; and South Korea
agreed to buy $100 billion worth of US

energy products.

Indian firms are more circumspect —
Dbesides 5.8 million tonnes a year in term
contracts for US LNG agreed to by GAIL
several years back, there islittle progress
on talksto secure new USsupplies, senior
refiningsourcessaid.

Committing to US LNG under decade-
long contracts exposes utilities, city gas
companies, refineries and industriestoa

volatile HH K,

added.

'US LNG makes up around 14 per cent
of India’s LNG imports currently, up
from 7 per cent in 2020-21, driven by s
pot and contractual yolumes, according
todata from ratings agency CRISIL, an
S&P affiliate.

HH surged to a three-year high earlier
this month, streaking past $5per million
British thermalunits, an unusual
occurrence despite the cold weather in the
US. It hassincesettled at close to $4 per
million Btu.

Atcurrent HH levels, oil-linked LNG,
imported mainly from West Asian
countries, is at least $2-$3 per million Btu,
or 25-30 per cent cheaper compared to US
LNG, industry officials and analystssaid.
Thisisatrend that is expected to continue
in the medium term.

US gastypically spikes inwinter

b i 1d for heating,
said Magsood Shaikh, chiefexecutive
officer (CEO) of Ultra Gas & Energy, India’s
leading LNG retailer for trucks.

Shaikh said Indian consumers need to
plan gassourcingin advance with
suppliers to avoid volatility. Adding to the
Ppressure are high transport costs, with the
cost tocharter LNG vessels rising as much
as four times in the last few months,
shipping datashows.

“Shipping market squeeze has
continued, with Atlantic basin spot
charter rates remaining above $120,000
perday,” said Felix Booth, head, LNG,
at market intelligence agency Vortexa
inanote.

“With oil prices softening, Brent-linked
Middle East cargoes may become
relatively more competitive, which
islikely toaffect spot procurements,” said
Sehul Bhatt, director, Crisil Intelligence.
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