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Introduction: an exceptional 2010 year
=

Spectacular growth in world gas supply in 2010 (+ 7.2%) largely
compensating for the 2009 historic decline

Many growth factors (economic recovery, climatic conditions, gas price
competitiveness, dynamism of emerging markets)

New records set for:
— US production (+ 4.8%) and consumption (+ 5.6%)
— European gas consumption (+ 7.5%)
— International pipeline gas and LNG trade (+ 11%)
— Production/consumption in the Middle East and Asia
— Russian gas production (+ 11.6%)

Record growth for world LNG trade (+22%) to 296 bcm: very strong
economic recovery in Asia, build up of Qatari deliveries to Europe, emergence of
new markets (Latin America, Middle East)...
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Note 
I remind that we have observed an exceptional growth in world gas supply in 2010, estimated at more than 7%, largely compensating for the historic decline recorded in 2009.

This spectacular growth was driven by multiple factors, including the firm economic recovery, particular climatic conditions (harsh winter in Europe, hot summers in Asia), gas price competitiveness and the continuing dynamism of emerging markets

The 2010 year was thus characterized by an accumulation of new records set for:

The US production and consumption
European gas consumption, up 7.5%, according to Cedigaz
International pipeline and LNG flows, up 11%
Production and consumption in the Middle East and Asia, which reached all time high last year.

Among striking events in 2010, Cedigaz registered a record growth in world LNG trade, up 22% to 296 bcm, which was partly caused by the strong economic recovery in Asia, the build up of Qatari deliveries and short-term flows to Europe and the emergence of new and recent markets in Latin America and the Middle East, which collectively became material in 2010.
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World LNG trade in 2011 =

Expected double-digit growth rate of world LNG trade (+12-18%),

Supply growth led for more than 2/3 by Qatar (+ Qatargas IV in Feb-2011),
and to a lesser extent, Yemen and Peru

Indonesian LNG exports' decline: -15%

The UK overtook Spain as the world' third largest LNG importer after
Japan and South Korea

Growing Qatari LNG imports in Belgium and France too

LNG growth in Asia in both emerging (China, India) and traditional markets
(economic growth, Japan nuclear crisis)
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Note 
Initial data for this year 2011 confirm that the world LNG trade is also set for fast growth in 2011, at a rate estimated between 12% and 18%.

Both the Atlantic and Pacific Basin are expected to show strong growth rates in LNG demand of more than 10%.

Qatar continues to lead the supply surge, thanks to the ramp-up of the last new mega-trains, and should reach full export capacity of 77 Mt/y by the end of this year. Supply growth is also driven by the two recent producers of Yemen and Peru. Reversely, gas shortage in Indonesia could result in a significant decline of 15% in the country's LNG exports. 

In the Atlantic Basin, the expansion of LNG demand is driven by North-Western Europe and Latin America.
With a tremendous growth of around 60% in LNG imports in first quarter 2011, the UK became the world's third largest LNG importer. LNG imports even exceeded Norwegian pipeline imports.  Qatar's LNG production ramp-up also boosted LNG imports in Belgium and France.

LNG growth in Asia is driven by both traditional markets (continued economic growth in South Korea and Taiwan, Japan's LNG needs to compensate for the loss of nuclear power) and emerging countries. The rapidity of the LNG demand growth in South Korea is backed by economic growth, while the incremental LNG requirements in Japan to compensate for the shortfall in generation were recently revised upward by the IEEJ to range between 11 and 16 bcm for the fiscal year 2011. The impact of the nuclear crisis was limited in the first quarter, but for the rest of the year, Japan could boost its LNG imports by around 12 bcm. Japan's LNG purchases already soared 9% in April and 26% in May.

China's total imports are expected to surge  by around 30% in 2011, to almost 17 bcm, with deliveries ramp-up from Qatar. 

In India LNG imports could jump by almost 40% this year, to overcome the production shortfall of the KG D6 block, which has proved to reach a temporary plateau. 
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Regasification prospects o

Projects under construction and probable: 2011-2015
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Note 
This slide shows the evolution of regasification capacity in the last four years and in the next four years until 2015.

In the short and medium term, we can see in the left part of this slide that the largest regasification growth is bound to occur in the emerging markets of Asia (mostly China and India) and also Latin America

In traditional markets of the Atlantic basin, on the right part of this slide, the growth in regasification capacity recorded in the last four years was more than four times higher than the projected growth in the next four years.

Among main regasification projects in the Atlantic Basin, we can mention the Pascagoula terminal in the US, whose construction is almost completed, the Dunkirk terminal in France, due to be commissioned in 2015, and some planned terminals in Central Europe, like in Poland and Croatia.

For both region, we obesrve a substantial growth in regasification capacity expected for this year 2011: more than 40 Mt of additional regas capacity are set to come on stream worldwide this year. 

In the traditional markets of Asia-Pacific (Japan, South Korea and Taiwan), the future growth in regasification is expected to be marginal.
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LNG Iinfrastructures in 2011

US: start-up of commercial operations of Golden Pass in March 2011

China (+ 8.5 Mt): Rudong terminal (first LNG cargo in May 2011) +
Fujian expansion phase 2 (May 2011) + Dalian (third quarter 2011)

Thailand: first cargo (5 Mt) expected in July

S

Netherlands: Gate terminal (+ 9 Mt), under commissioning

ltaly: offshore Livorno (+ 4.1 Mt)

Argentina: Escobar (+ 2 Mt) started receiving LNG in May

Mexico: Manzanillo (+ 4 Mt/y) by end-2011

India: Dabhol (+ 5 Mt) by December 2011
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Note 
The new LNG import terminals scheduled to start-up operations in 2011 include three plants in China: the Rudong terminal received its first cargo in May, and the Dalian terminal is expected to come into service later this year.

The first LNG import terminal in Thailand, with a capacity of 5 Mt/y, should receive ts first cargo this summer.

In the Netherlands, the Gate terminal with a capacity of around 9 Mt/y has been recently commissioned.

In Italy, the offshore Livorno terminal could be commissioned in the third quarter 2011.

In Argentina, the Escobar terminal, with a capacity of around 2 Mt/y, started commercial operations in May

In Mexico, the Manzanillo terminal, with a capacity of almost 4 Mt/y, could come on stream in the end of this year. 

In India, the Dabhol terminal , which has been delayed several times, could come on stream in December.
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Note 
According to Cedigaz forecasts, the world LNG trade is set to rise strongly from 296 bcm in 2010 to more than 560 bcm in 2020, corresponding to a growth of around 6% up to 2020.
Asia will be the key demand driver for the global LNG market, with the largest growths expected in India and China. Japan and South Korea will continue to cover the bulk of the LNG market, but the sharp LNG demand growth in Asia will also be supported by new entrants such as Singapore, Thailand and Vietnam. 

The tremendous growth in LNG demand in China is explained by the expansion of the nation's pipeline coverage and the increased gasification level in the country, as economies expand. China is boosting the use of cleaner-burning fuels and natural gas consumption is forecast to grow by 20%/year in the next decade because the country is in its peak period of urbanization and industrialization. 

In India, three new regas terminals are expected to come into service in the next five years: Dabhol for this year, Kochi in 2012, and by 2015, Mundra in Gujarat region, given rapid industrialization and major national pipeline and industrial projects. Indian LNG imports could reach more than 35 bcm/year by the end of this decade, compared to 15 bcm today, according to Cedigaz.

According to Cedigaz, the long-term impact of Fukushima shutdown will increase global LNG demand by more than 20 Mt by 2020. 

LNG demand will remain robust in Europe, with notable growth predicted in Italy, France and the United Kingdom, especially to cover power needs and cope with intermittent renewables. In addition, LNG is considered as a flexibility tool to meet short variations/peaks in gas demand and diversify and secure European gas supply.

It is worth mentioning the fast-growing importance of recent emerging LNG markets in Argentina, Brazil, Chile, Kuwait and the United Arab Emirates, which are turning to gas for power generation. They collectively aleady became relevant in 2010, and their combined imports should represent almost 10% of world LNG demand by 2020.
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World LNG market prospects
=

The number of countries importing LNG may increase by at least a
third over the next decade.

2012 — 2016: emergence of new markets like Vietham Singapore,
Indonesia (West Java), Malaysia, Poland and Croatia...

Australia: + 30 Mt of liquefaction capacity by 2016 if the projects
now under construction (Gorgon, Gladstone LNG, Queensland
Curtis LNG) are able to proceed on time

It is likely that Australia will overtake Qatar to become the world' s
largest LNG producer at the end of this decade
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Note 
The worldwide LNG market should remain buoyant for at least the next 15 years. Its expansion is charactersed by a growing number of LNG markets: indeed, the number of countries importing LNG may increase by at least a third over the next decade. Future newcomers may include Singapore, Vietnam, Pakistan, Hong-Kong, Philippines, Bengladesh in Asia, Uruguay, El Salvador, Jamaica in North America, Poland, Croatia, Lithuania, Germany in Europe.

In the medium term, we should see the emergence of new markets like Vietnam, Singapore, Poland, while Malaysia and Indonesia, better known as LNG supplers, will also rapidly  become customers. 

On the supply side, Australia is set to emerge as a leading LNG supplier: an additional 30 Mt of liquefaction capacity should come on stream by 2016, if the projects now under construction proceed on time.

We expect that Australia will overtake Qatar to become the world' largest LNG producer by the end of this decade.
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World LNG supply prospects
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Australia: from 20 Mt/y to more than 60 Mt/y by 2017 and probably
100 Mt by 2020, according to Cedigaz

Possible Trains debottlenecking in Qatar (+12 Mt/y) by the end of the decade
No new liquefaction trains expected before 2020
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Indeed, this graph shows the build up in Australian LNG export capacity in the future, with existing plants and projects under construction in yellow, and other planned projects in blue.

Australian LNG supply capacity is forecast to jump from the current 20 Mt/y to 60 Mt/y by 2017 and probably 100 Mt/year by 2020, even assuming some probable delays due to skills shortage and cost overruns. 

In Qatar, the potential future growth in LNG supply capacity could only come from trains debottlenecking, which should add 12 Mt/y by 2020, if the current moratorium is to be lifted by the middle of this decade.. But no new LNG trains are expected to come on stream before 2020, even if the moratorium on North Field were to be lifted. 
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How long will the LNG glut persist...?

The LNG bubble is short-lived...
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Note 
This graph shows the build up of LNG supply capacity by country, and on the black curve, the global required LNG needs.

According to Cedigaz, the current LNG glut persists this year but is likely to totally disappear from 2013.

Many reasons explain this predictions:
the current tremendous LNG demand growth under the impulsion of emerging countries, in parralel with the build up of new LNG import terminals. 
the limited rise in new supply capacity in the next three years and the expected short-term shortage of LNG supply in some countries, with net exports due to decline from Southeast Asia (Indonesia, Malaysia), with also probable underperformance of LNG plants in Algeria (due to possible supply shortage from Hassi R'Mel field or technical outages), but also in Egypt, Libya, Yemen and Nigeria with the risk of unrests we know.
the impact of higher Japanese LNG demand following the shutdown of some nuclear plants. 

As a consequence, global LNG spare capacity will drop to extremely low levels from 2013. Moreover, major liquefaction projects, especially in Australia, will likely face some delays due to a gap of skills capability, and the crucial issue of construction costs, which show no sign of reduction ,with capital costs of current main LNG projects of at least $1000/t. This will result in a critical period of global LNG shortage over 2014 – 2018, as global LNG needs exceed the global LNG supply capacity. This supply situation could improve by the end of this decade, with major supply tensions that could be overcome thanks to the commissioning of major large-scale LNG projects in Russia, Nigeria and Canada.
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European gas supply prospects
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Note 
Cedigaz has tentatively estimated the evolution of the European gas supply in the next decade, based on Cedigaz high demand scenario which takes into account recent nuclear events and policy commitments.

Despite a growing share of LNG imports in regional supply from the current 15% to 24% by 2020, and also a growing share of pipeline gas from Central Asia, allowing for a diversification of supply sources, Cedigaz predicts that the dependence on Russia by pipeline will inexorably increase at a significant pace. 

In this high demand scenario, Russia will thus considerably strenghten its dominant position in European supply, and the Nord Steam project is economically justified given European import requirements. 

Pipeline imports will thus remain largely dominant in European gas supply but LNG could be, in some periods of high demand, considered as a competitive supply option, notably to meet seasonal/winter peak demand in the UK. 

We can notice that the three main extra-regional suppliers, Russia, Algeria and Qatar, which are members of the Gas Exporting Countries Forum, will reinforce their importance, accounting for more than half of European gas supply by 2020. 
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US gas supply prospects

Cedigaz forecasts versus EIA (AEO 2011)
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Note 
This slide shows Cedigaz prospects on the US gas supply for this decade, in comparison with the data of the American Department of Energy in its AEO on the right. 

According to Cedigaz, natural gas production in the US is expected to climb by around 3%/year in the next two years, boosted by shale gas production, which should continue to rise strongly by at least15%/year. However, according to Cedigaz, shale gas production growth will slow down substantially after 2015, in a context of stricter environmental regulation.

Natural gas production will thus grow more slightly over 2015-2020, all the more than conventional and tight gas production is expected to decline. While gas consumption is forecast to keep rising, with a greater penetration of gas in power generation, Cedigaz anticipates a slight growth in net LNG imports, which could range between 15 and 18 bcm in 2020.

Therefore, even if North America is becoming an LNG trader, both importing and exporting LNG, the Cedigaz scenario still considers the US as a net LNG importer in the long term, what limits the potential growth of US LNG exports to less than 10 bcm in the next decade.




Contracted LNG versus future demand
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Note 

This slide shows the evolution of LNG demand on the black curve in the Atlantic Basin, the long-term contracted supply in yellow, with the addition in 2020 of some contracts expiring before but likely to be renewed. 

The Atlantic Basin is currently oversupplied.
This gives rise to a strong expansion of spot LNG trade inside this market in the short-term (Qatari cargoes intially destined to the US redirected to Europe and Latin America) and a significant development of LNG re-exportations from some countries (US).

This supply pattern is forecast to alter after 2015, as the Atlantic Basin shows a growing supply deficit represening an estimated volume of 60 bcm by 2020.
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Already now, the long-term contracts signed by Asian customers  are not sufficient to cover Asian demand, that's why Asia is the largest purchaser of spot LNG, with an imported volume of more than 20 bcm in 2010 (long-term contracts from Middle East/Atlantic Basin's sellers initially destined for the Atlantic Basin are re-enginnered to facilitate short-term deliveries to Asia). Asian netback advantages and price premiums should continue to boost short-term purchases and imports from the Atlantic Basin in the short and medium term to respond to the tremendous and growing gap between contracted supply and demand.

In traditional Asian markets, even assuming the prolongation of long-term contract expiring between 2010 and 2020, the gap between committed supply and demand is significant, estimated at 54 bcm. Concerning the assumptions on contracts renewal, only contracts signed between Japan and Indonesia, and ended in 2010 and 2011 are not expected to be renewed but replaced by much smaller deliveries of around 2 Mt/year by 2020.

For the two emerging markets of India and China, despite the additional contracted volumes coming from Australia and Papua New Guinea after 2015, Cedigaz anticipates a tremendous gap of 47 bcm, with an urgent need especially for India to secure additional supply.




New future projects to meet the gap...
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To meet these gaps, some new LNG projects, whose supply has not yet been committed under long-term contracts, will have to come on stream in the second half of this decade.

Australia will be the core supply source to meet the supply-demand gap in the Asia-Pacific region by 2020. We can also observe that a substantial part of future incremental supply in Qatar, Africa and North America will have to be diverted to Asia.

The Atlantic Basin will be able to count on a more diversified LNG supply portfolio, but the timely completion of a multitude of projects in different locations are thus required to meet the future regional needs. 




The growing role of international trade
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Note 
This slide lays out the future map of inter-regional flows in 2020, According to Cedigaz reference scenario (global gas demand growth of 2%/year by 2020).

Inter-regional gas trade is forecast to increase by 60% by 2020 to more than 600 bcm, representing 16% of world gas supply (12% today).
LNG trade will cover around half of this volume. 

The map of inter-regional trade in 2020 shows two major growing inter-regional flows: Africa LNG exports to Europe/America and Middle East LNG exports to Europe and America, which highlights that the largest share of Middle East LNG supply will be dedicated to the Atlantic Basin in 2020, to the opposite of the current trade pattern. 

In addition to South East Asia, Asia Oceania 's gas supply will be completed with Middle East LNG (6% of the regional gas supply), and LNG and pipeline gas from Russia/Central Asia (6% of regional gas supply). Smaller quantities will be provided from America (Canada, Kitimat plant) and Africa.

According to Cedigaz forecasts, the dependence of Asia-Oceania on extra-regional sources (LNG and pipeline gas included) will drop from 15% today to 11% in 2020, mainly thanks to the wave of Australian LNG projects. 




Conclusion

Despite the growing importance of inter-regional flows, LNG markets will not
be totally globalised by 2020 (shale gas in the US, declining import
dependence of Asia-Oceania)

The concentration of world LNG supply will persist by 2020 (50% of LNG
supply in the hands of three producing countries)

Major importance of big projects like Shtokman/Yamal, Brass LNG and
Canada's Kitimat for supply to both the Atlantic and Pacific Basin

In addition to LNG, growing needs for pipeline imports in emerging markets
(Latin America, Middle East, China), exacerbated by future LNG shortage

From the perspective of booming gas demand and LNG supply challenges,
unconventional gas and LNG may not be in competition
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