Investment
I( A M C O Strategy &

INVEST Research

Natural Gas Market Update May-2026

Natural gas prices surge in Q1-2026 led by Middle East conflict...

Global natural gas prices, barring the US, recorded notable growth in the first quarter of 2026
mainly due to the supply disruption by the war in the Middle East. According to the World Bank,
average monthly EU natural gas prices in March-2026 surged by 35.3% y-o-y, reaching USD
17.91/MMBtu the highest prices since January-2023. The rise was primarily attributed to the
sustained uncertainty of the war in the Middle East combined with the closure of the Strait of
Hormuz and its continuing supply disruption. According to the EIA, the closure of the strait has
affected over 10 Bn cubic feet per day (Bcf/d) of global LNG supplies, or roughly 20%, mostly
from Qatar's Ras Laffan export facility. According to reports, around 20% of Qatar’s Ras Laffan
LNG refinery has been damaged due to the war and the facility is not expected to back online
until the end of Q3-2026. Moreover, QatarEnergy has declared long-term force majeure on
several LNG delivery contracts with buyers in China, South Korea, Italy and Belgium. In addition,
Liquified Natural Gas prices Japan/Korea also experienced a substantial growth in March-2026,
when prices increased by 18.4% y-o-y, averaging USD 14.85/MMBtu. This increase was also
largely driven by the disruption of the war in the Middle East as well as the continuing closure of
the Strait of Hormuz. In contrast, US average monthly natural gas prices saw a significant decline
26.2% decline in March-2026 weighed down by rising inventories and mild weather. However,
despite the supply shock, prices remained below the 2022 crisis heights, with the prices being
supported by higher LNG exports from the US and Canada and weaker seasonal demand.

According to the IEA, global LNG production declined by 8% (or 4 bcm) y-o-y in March-2026,
mainly due to a drop in loadings from Qatar and the United Arab Emirates, which fell by 9.5 bcm
compared with the previous year. However, this decline was partly offset by higher LNG
production and exports from new projects in North America and Africa. Despite the steep fall in
LNG production, global LNG deliveries declined less sharply than loadings, falling by just 2% (or 1
bcm) y-o0-y in March-2026. This disproportion between LNG production and LNG loadings is
mainly attributed to the shipping time required for the disruption to materialize. Moreover, global
LNG deliveries declined by 10% y-o-y (or more than 3 bcm) in the first 20 days of April, according

to the IEA.
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Overall, the disruption caused by the war in the Middle East is expected to have far-reaching effects beyond a near-term
supply shock. The war in the region has already prompted the loss of around 120 bem of cumulative LNG supply for the period
2026-2030, according to the IEA. The expected losses stemming from the Middle East conflict account for around 15% of the
expected global LNG supply over the 2026-2030 period.

EIA Forecast - US Natural Gas Supply and Consumption in Billions Cubic Feet Per Day

2025 2026-e 2027-e
Marketed Production 103.07 107.74 108.59 112.60
Consumption 90.33 91.88 90.61 92.75
LNG Exports 11.90 15.10 17.00 18.60
Henry Hub Spot Prices ($/thousand cubic feet) 2.18 3.53 3.67 3.59

Sources : EIA and Kamco Invest Research

Natural Gas Consumption

Aggregate gas consumption in some of the major gas-consuming countries, which account for three-quarters of global gas
demand, witnessed an increase of 1% y-o-y to reach 662 bcm for the first two months of 2026, according to the GECF. This
moderate growth was mainly registered in the EU, the Middle East, and Asia, while North America showed a decline. This
moderate consumption is expected to improve in 202. According to the GECF, global natural gas consumption is expected to
reach 1.2% y-o-y for the full year 2026, supported by robust gas demand growth.

EU natural gas consumption in Q1-2026 improved moderately by 1% y-o-y to reach 114.4 bcm, compared to 113.2 bcm in Q1-
2025. Most of the EU natural gas consumption came in January-2026, when gas consumption in the region jumped 10% y-0-y
to 47 bcm due to robust heating demand in the residential sector. Meanwhile, consumption in the remaining two months
witnessed a y-o-y drop of 4.4% each month. The drop in EU natural gas consumption during February and March-2026 was
mainly due to unusually milder temperatures in the region. In South Asia, according to the IEA, natural gas demand in the
region increased by 7 bcm during the October-February period before the closure of the Strait of Hormuz. In China, colder
weather together with higher gas use in industry and the power sector supported stronger gas demand during the heating
season. However, the country’s LNG imports declined by 6% y-o-y over the heating season. In Japan, natural gas
consumption in Q1-2026 improved marginally by 0.7% to reach 25.8 bcm, compared to 25.6 bcm in Q1-2025. Most of the
growth in Japan’s gas consumption during the quarter came in January-2026, while gas consumption in February and March-
2026 declined. For South Korea, Q1-2026 natural gas consumption improved by 1.9% to reach 18.5 bcm, compared to 18.1
bcm in Q1-2025.

EU Natural Gas Imports in Million Cubic Meters
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In the US, Q1-2026 natural gas consumption declined by 1.6% to reach 273.1 bcm, compared to 277.5 bcm in Q1-2025,
according to data collected by the GECF. Of the three months in the quarter, natural gas consumption in the US increased
only in March-2026, improving by 0.5% to reach 77.4 bcm, mainly reflecting higher demand in the power generation sector.
According to the IEA, overall North American natural gas consumption during the 2025/26 winter remained close to the levels
seen during the previous heating season.
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As a result of the disruption caused by the closure of the Strait of Hormuz to global LNG supply, several Asian countries are
undertaking demand-side and fuel-switching measures to lower their use of natural gas. The duration of the effective closure
of the Strait of Hormuz is a key uncertainty that will affect global gas demand in 2026. Each month without LNG cargo
transiting the strait leads to approximately 10 bcm of LNG supply shortfall, resulting in a downward adjustment of demand
expectations in key importing regions.

Natural Gas Production

Global gas production was estimated to have increased by 2.2% y-0-y to stand at 729 bcm for the first two months of 2026,
compared to 713.2 bcm in the corresponding period of 2025. All major gas-producing regions (except Europe) witnessed
positive production variation, with US dry natural gas production opening 2026 with y-o-y growth of 4.2% in Q1-2026,
extending the positive momentum of 2025. Robust feed gas demand from LNG export facilities, combined with cold spells in
the northeastern and southern regions of the US, established a pronounced demand-side draw on the domestic market.
However, US January-2026 natural gas production was partly constrained by Winter Storm Fern, which led to approximately
2.1 bem of lost production across the three major basins. These losses would otherwise have contributed approximately 0.7%
more natural gas to quarterly y-o-y growth. North America led global natural gas production during the first two months of
2026, representing around 30% of global production, followed by Eurasia and the Middle East, which represented 22% of
production. According to the GECF, the forecast for global gas production for the full year of 2026 has been lowered to 1.2%,
mainly driven by geopolitical developments in the Middle East.

In terms of global gas trade, global LNG imports declined by 1.7% y-o-y to 36.3 Mt in March-2026, the first y-o-y decline since
January-2025, prompted by dwindling LNG supply due to the blockage of the Strait of Hormuz, particularly from Qatar and the
UAE, according to the GECF. However, this impact was not immediately felt by consumers, as it was partially softened by a
transit lag, with LNG cargo loaded in February-2026 continuing to reach markets despite a sharper 6.8% fall in global LNG
exports. In terms of regional LNG trade, Asia faced the largest decline, with imports hitting a seven-year low for March-2026 as
the market braced for a tightening supply squeeze, especially significant given that over 80% of the LNG transiting the Strait
was destined for Asian markets before the conflict.

The disruption in LNG trade came on the back of global LNG supply double-digit growth (10%) in 2H-2025 and 12% y-o-y (29
bcm) through the October-2025 to February-2026 period. In context, according to the IEA, overall global LNG production
increased by 7% (38 bcm) in 2025, with over 70% of the growth coming in the second half of 2025. Most of the growth in
global LNG production and supply came from the US in 2025, with the Plaquemines LNG Plant representing 60% of the
growth in LNG supply in 2025. Moreover, global LNG supply was set for growth in 2026 (prior to the war in the Middle East),
supported by continued LNG supply increases from the US. The IEA estimates that global LNG supply in 2026 will increase by
over 7%, or more than 40 bcm. The closure of the Strait of Hormuz stopped Qatar and UAE LNG deliveries from leaving the
strait from March-2026 onward. According to the IEA, GCC LNG deliveries in March declined by 45% y-o-y, or 45 bcm. While
the March closure of the Strait of Hormuz led to the effective shut-in of about 10 bcm of liquefaction capacity from the Ras
Laffan (Qatar) and Das Island (UAE) facilities.

GCC Market Outlook

The war in the region has severely disrupted regional and global gas markets. Barring deliveries to Kuwait, the entirety of LNG
exports from Qatar and the UAE need to cross the Strait of Hormuz route to reach their destinations. In context, around 110
bcm (nearly 20% of global LNG trade) passed through the Strait of Hormuz in 2025. The vast majority of LNG exports from the
region went to Asian importers, including China, India, and Pakistan. The disruption in LNG imports for Asian countries has
prompted these countries to seek LNG from elsewhere, making the overall global supply of LNG tighter and prices higher.
Moreover, the disruption has also caused several countries in Asia to shift their power generation from gas to coal.

The supply disruption from the war was not only confined to the closure of the Strait of Hormuz and near-term gas supply
market disruption but is also expected to disrupt natural gas markets in the near and medium term as a result of the some of
the destruction of energy and gas infrastructure, such as the attack on LNG liquefaction facilities in Qatar's Ras Laffan. The
IEA estimated that over 18 bcm of LNG production has been lost since the start of the conflict. In addition, QatarEnergy halted
the production of certain downstream products, including urea, polymers, methanol, and aluminum, in early March-2026. The
war damage to Qatar's Ras Laffan included the Pearl GTL (gas-to-liquid) plant and two LNG liquefaction trains with a
combined capacity of 12.8 mtpa (17.5 bcm/yr), with repairs expected to take between three to five years. The damage to
Qatar’s Ras Laffan refinery is expected to translate into an overall cumulative loss of 50-90 bcm of LNG supply between 2026
and 2030.
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