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Outline  
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!  Global natural gas 

!  How has the past year affected projections of global natural gas 
markets? 

!  Effects of lower prices 
"  Will lower prices affect Australia’s LNG exports? 

"  Will lower prices affect US export opportunities? 

!  Shipping cost differentials 
!  Japan and nuclear re-start 

!  China’s alternatives 

!  Summary 



Global Natural Gas 
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Altered projections: What a difference a year makes 
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Projected regional production and consumption 

Source: BP Energy Outlook to 2035, Feb. 2015. Author conversion from Mtoe to Bcf/d 



Implications for trade 
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Source: BP Energy Outlook to 2035, Feb. 2015. Author conversion from Mtoe to Bcf/d 
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Prices changes: Implications for US exports? 
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Global competition 
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Australia LNG 
!  Two things to remember 

"  The incentive to invest requires an expectation of a return sufficient to 
cover full costs—fixed and variable. 

"  The incentive to operate requires an expectation of a return sufficient 
to at least cover variable costs. 

!  Australia currently has four operating LNG facilities (28.45 mtpy) 
"  North West Shelf—Western Australia (16.3 mtpy) 

"  Darwin—Northern Territories (3.6 mtpy) 
"  Pluto—Western Australia (4.3 mtpy) 

"  QCLNG—Queensland (4.25 mtpy) 

!  And six under construction (53.2 mtpy), and several more “planned” 
!  A total of 81.65 mtpy expected by the end of 2016 
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Australia shipping advantage 
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Sources: www.searates.com for distance and time, “Assessment of LNG transport chains 
using weather-based voyage simulations”, “Panama Canal Authority announced proposed 
LNG tolls”, and author calculations. 
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LNG liquefaction capacity under construction 

Source: IEA, 2015 Medium-term Natural Gas Report 

46% of this capacity is expected to be online by the end of 2016. 

The 129 mtpy 
under 
construction 
represents an 
increase of 
over 43% from 
the current 
operating 
capacity of 298 
mtpy, all meant 
to be operating 
by 2020. 



Demand uncertainty 
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Japan’s nuclear uncertainty 

!  Japan has been and remains the largest importer of LNG-based 
natural gas, importing 120 Bcm (89.2 mt of LNG) in 2014, 
accounting for 36% of global trade. 

!  All of Japan’s nuclear capacity has been shut down since the 
Fukushima Daiichi disaster in 2011. 

!  Natural gas filled about 2/3 of the gap created by the shutdown. 

!  This increased demand for LNG-based natural gas by more than 
25% between 2010 and 2014. 

!  Up to four (4) reactors could be back online by the end of 2015. 

!  The IEA (Medium-term Gas Market Report, 2015) assumes 10GW 
of capacity in operation by 2020, reducing natural gas demand by 
10 Bcm, or about 7.4 mtpy of LNG production. 
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China’s uncertainty and alternatives 
!  Projections of China’s natural gas demand vary widely, ranging 

from as little as 198 Bcm in 2020 to 485 Bcm. 

!  One interpretation (mine) of BP’s 2015 Energy Outlook to 2035 
suggests 379 Bcm by 2020, and the IEA’s Medium-term Gas 
Market Report suggests about 328 Bcm, while noting 
considerable uncertainty. 

!  China’s first natural gas imports originated in Australia, and 
LNG imports have increased between 2010-2014 from 12.8 Bcm 
to 27.1 Bcm, sourced from 18 different countries. 

!  Pipeline imports between 2010-2014 grew from 3.55 Bcm to 
31.3 Bcm, sourced from 4 different countries. 

!  And more LNG regasification and import pipeline capacity are 
forthcoming. 
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LNG	  
Regasifica-on	  
capacity	  –	  
exis-ng	  and	  
planned	  

Natural	  gas	  pipelines	  –	  
exis-ng	  and	  planned	  

China’s import capacity: operating, planned, under construction 
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Summary	  
!  Global	  natural	  gas	  has	  been	  affected	  by	  the	  evolution	  of	  the	  energy	  price	  

environment.	  
!  Asia-‐Pacific	  is	  expected	  to	  be	  in	  production-‐consumption	  deficit	  for	  the	  

foreseeable	  future.	  
!  Substantial	  supplies	  of	  natural	  gas	  from	  LNG	  and	  pipeline	  sources	  will	  be	  

available,	  keeping	  downward	  pressure	  on	  prices.	  
!  Australia	  maintains	  an	  advantage	  over	  the	  US	  for	  Asia-‐Pacific	  natural	  gas	  

markets	  due	  to	  geographic	  location,	  large	  capacity,	  and	  sunk	  costs.	  
!  At	  current	  relative	  prices,	  and	  expected	  LNG	  shipping	  costs,	  margins	  from	  the	  

US	  to	  Asia	  are	  likely	  to	  be	  much	  slimmer	  than	  previously	  expected.	  
!  Japan’s	  nuclear	  re-‐start	  uncertainty	  clouds	  it’s	  the	  level	  of	  demand.	  
!  China’s	  role	  as	  an	  LNG-‐based	  natural	  gas	  importer	  is	  unclear,	  with	  potential	  

competition	  from	  pipeline	  imports	  and	  domestic	  production.	  
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Thank you for the opportunity to 
speak with you! 
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Questions? 

Comments? 

Ronald D. Ripple, PhD 
Mervin Bovaird Professor of Energy Business and Finance 

The University of Tulsa, USA 
ron-ripple@utulsa.edu 


