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Natural Gas Comment: European Gas Tighter Than Crude Oil

® Therallyin TTF over the past week following the recent escalation of the Iran S{a(g?gggyg&el‘rt
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during the same period, reflecting the relative tightness in European gas and Laura Cyr
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exports ramping faster for crude oil than for LNG and (2) Asia (and China in

particular) LNG imports having recovered to above last year’s levels, while China
crude oil imports remain weak.

B With Hormuz crossings now moving lower, the ramp in Qatari LNG loadings,
which had recently modestly lagged our expectations, will likely drop. This poses
further downside risk to European LNG imports, especially given that Asia spot
LNG prices (JKM) remain high enough relative to European gas prices (TTF) to
incentivize flexible US LNG loadings to head to Asia instead of to Europe.

B Because NW European gas storage remains very low, this delay in Middle East
LNG export normalization fuels a sense of urgency for the market to fix the
problem ahead of the coming winter, pulling TTF higher.

m  Specifically, based on what we observed during this and the European 2022
energy shocks, we believe it would take TTF near 65 EUR/MWh ($22/mmBtu) to
pull JKM to the mid-$20s/mmBtu to disincentivize Asia LNG demand more visibly
- and potentially higher if that demand destruction needs to expand. TTF
currently pricing at 52 EUR/MWh vs our 42 EUR/MWh 3Q26 base case hence
implies a 45% market-perceived probability that price-driven destruction of Asia
LNG demand will be needed to help manage European gas storage higher™.

B Given this potential European competition with Asia for LNG volumes ahead of
(and maybe into) the winter in a low European gas inventory environment, we
continue to recommend that gas users hedge their 20206-27 winter exposure
against sharp TTF and JKM price spikes.

T Alternatively, we can interpret current prices as implying a 28% probability TTF needs to rally to 80
EUR/MWh to trigger an even broader gas demand destruction process across Asia LNG importers.
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Exhibit 1: LNG exports from the Persian Gulf have been
slower to ramp than oil exports
Percent of normal exports from the Persian Gulf (7dma), %
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Exhibit 2: China LNG imports are back up yoy, while crude
oil imports have decreased further
China yoy change in imports (4wma), %
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Exhibit 3: The recent decline in Hormuz LNG crossings will
likely drive Qatari LNG loadings further down relative to
our base case

Qatar LNG loadings (weekly), mtpa
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Exhibit 4: NW European gas inventories remain very low
NW European storage, Bcm
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