Importing More LNG: A Costly Mistake for EU Economics
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Banking on liquefied raturat gas (LNG) as a cornerstone for Europe’s energy security is
increasingly risky: economically, strategically, and environmentally. As the EU shifts away
from Russian gas, it has rapidly become the world’s top LNG importer, but this pivot is
creating new vulnerabilities, dangerous dependencies and economic pitfalls.

At the start of Donald Trump'’s second term, the U.S. ramped up again pressure on the EU
to buy American energy, using it as leverage in trade talks under the threat of tariffs. In
April 2025, Washington pushed for $350 billion in energy purchases, and by July, a trade
deal saw the EU pledge $750 billion in U.S. energy imports over three years: a sum
equivalent to more _than four times the global LNG market size in 2024. Reaching this goal
would require tripling imports of oil, coal, and LNG by 2025, an increase far exceeding
current market volumes, demand levels, and EU climate commitments. Redirecting that
sum to renewables could expand installed solar and wind capacity by about 90%.

‘ Failing Demand & Growing Overcapacity: The Costly Lessons
of the Japanese Model

In 2024, the EU became the world's largest LNG importer, with 20% of the global volume.
However, between 2021 and 2024, EU gas consumption fell by 20% and combined imports

of pipeline gas and LNG dropped by 18%. As ACER said, LNG imports in the EU have

likely already peaked.

The EU’s 2025 “Affordable Energy Action Plan” proposes investing in overseas LNG projects
and locking in long-term contracts, mirroring Japan. Yet, Japan’s gas demand has dropped
by 25% since 2014, forcing_ it to resell surplus LNG into an oversupplied market, often at a
loss. The EU risks decades of fossil fuel lock-in, resale risks, and financial complexity. This
risks locking Europe into the “Japanese Model”, a model that has cost Japan billions.
China, which now receives about 58% of the EU’s LNG re-exports, is experiencing a
sharp demand slowdown and overcapacity, limiting its imports and increasing the chance
that Europe will be stuck with surplus LNG in an unpredictable market.

Investing in a Saturated Market: Creating Stranded Assets &
Fueling Inflation

Massive new LNG projects (Qatar, U.S., Canada, etc.) are coming online, but demand is
stagnating or falling in major markets. The IEA forecasts a global LNG surplus of at least
130 bcm by 2030—more than total EU LNG imports in 2024 (~100 bcm). The U.S. export
boom could soon outpace global demand. Moreover, if sanctions on major Russian
projects like Sakhalin-1 are lifted, with its 10-11 million tonnes of capacity, supply would
expand further, intensifying oversupply and deepening price pressures.

European LNG import capacity is projected to grow by 60% between 2021 and 2030, risking
stranded assets and underutilized terminals. New infrastructure costs billions, with
frequent overruns and ongoing maintenance expenses. Projects risk underperforming
financially, generating returns below investment thresholds (sub-hurdle rates). Volatile
LNG prices further raise electricity costs and inflation, impacting EU households and

businesses. @



https://ieefa.org/resources/deja-vu-eu-risks-overreliance-one-gas-supplier
https://gasoutlook.com/news/trump-demand-for-the-eu-to-buy-350bn-in-u-s-energy-unrealistic/
https://www.whitehouse.gov/fact-sheets/2025/07/fact-sheet-the-united-states-and-european-union-reach-massive-trade-deal/
https://www.whitehouse.gov/fact-sheets/2025/07/fact-sheet-the-united-states-and-european-union-reach-massive-trade-deal/
https://straitsresearch.com/report/lng-market
https://straitsresearch.com/report/lng-market
https://straitsresearch.com/report/lng-market
https://ieefa.org/resources/deja-vu-eu-risks-overreliance-one-gas-supplier
https://ieefa.org/resources/deja-vu-eu-risks-overreliance-one-gas-supplier
https://energy.ec.europa.eu/document/download/4aebee79-01e9-4a06-927e-8dd42fc4f9a8_en?filename=New%20Quarterly%20Report%20on%20European%20gas%20markets%20Q4%202024.pdf
https://energy.ec.europa.eu/document/download/4aebee79-01e9-4a06-927e-8dd42fc4f9a8_en?filename=New%20Quarterly%20Report%20on%20European%20gas%20markets%20Q4%202024.pdf
https://ieefa.org/articles/eu-combined-gas-and-lng-imports-fall-due-reduced-demand#:~:text=The%20EU%20Gas%20Flows%20Tracker,quarter%20(Q1)%20of%202025.
https://ieefa.org/articles/eu-combined-gas-and-lng-imports-fall-due-reduced-demand#:~:text=The%20EU%20Gas%20Flows%20Tracker,quarter%20(Q1)%20of%202025.
https://ieefa.org/articles/eu-combined-gas-and-lng-imports-fall-due-reduced-demand#:~:text=The%20EU%20Gas%20Flows%20Tracker,quarter%20(Q1)%20of%202025.
https://www.acer.europa.eu/monitoring/MMR/LNG_market_developments_2024
https://www.acer.europa.eu/monitoring/MMR/LNG_market_developments_2024
https://energy.ec.europa.eu/strategy/affordable-energy_en
https://ieefa.org/resources/japanese-model-lng-investment-not-suitable-europe
https://ieefa.org/resources/japanese-model-lng-investment-not-suitable-europe
https://ieefa.org/resources/japanese-model-lng-investment-not-suitable-europe
https://ieefa.org/sites/default/files/2024-04/Global%20LNG%20Outlook%202024-2028_April%202024%20%28Final%29.pdf?utm_source=chatgpt.com
https://www.iea.org/reports/world-energy-outlook-2024
https://www.consilium.europa.eu/en/infographics/where-does-the-eu-s-gas-come-from/
https://oilprice.com/Energy/Crude-Oil/Russia-Offers-ExxonMobil-a-Path-Back-to-Sakhalin.html
https://www.lngindustry.com/liquid-natural-gas/20022025/europes-lng-imports-decline-19-with-gas-demand-at-11-year-low/
https://carbontracker.org/reports/stranded-exports/
https://www.foodandwatereurope.org/factsheet/new-unbranded-lng-economic-visual-guide/

e US LNG is a Strategic Vulnerability, Not Energy Security

The EU's reliance on U.S. LNG has soared (45% of imports in 2024), creating new
dependencies and risks. This expansion of U.S. LNG is driven by the fracking industry’s
need to tap global markets, after previously producing a surplus for a more closed
domestic market. The industry, heavily supported by subsidies, it is prone to political and
market volatility, making it an unstable long-term supply source.

Recently, the U.S. has proven to be an unreliable partner. Trump’s policy reversals
make it risky to advance investments, like demand aggregation mechanisms, which are
based on promises that may collapse and tariffs that might spike at any moment. That's
politically irresponsible.

‘ Climate & Social Risks

LNG is overall the world’s most climate-damaging fossil fuel. Life-cycle emissions
from US LNG are 33% higher than coal. Its production is tied to environmental
destruction, human rights abuses, and global warming. Every new LNG project increases
climate and financial risks.

Despite these risks, LNG continues to receive massive public subsidies, money that
could accelerate the just transition to renewables. In 2023, G20 countries spent three times
more on fossil fuels than on renewables.
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