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ABSTRACT

The underlying need for additional supplies of natural gas, both pipeline and LNG, will
continue to expand in the Asia Pacific region. Spurred by expected development of LNG
markets in Thailand, India, and coastal China, the demand for LNG could more than double by
2010. To meet the LNG needs of the future, numerous LNG grass roots and expansion
projects are underway or firmly planned. Collectively, these projects could supply nearly 40
million tonnes of additional LNG by 2005-2010. If new geographical markets can not be
developed (for whatever reasons) during this time frame, however, some currently planned
projects could falter or be underutilized.

Factors that could delay development of new geographical markets for LNG include
competition from pipeline gas projects, increased development and production of domestic gas
reserves, economic viability, or political considerations. Structural changes within existing
LNG consuming countries, such as a shift in new power generation demand from base load to
middle or peak load fuel, could also adversely affect the balance between regional demand and
supply capability. Underutilization of new plant capacity resulting from such imbalance would
represent an additional driving force for growth in the emerging "spot" trade for LNG.



TEXT

Despite economic uncertainties, the underlying need for additional supplies of natural gas
(both pipeline and LNG) will continue to expand in the Asia Pacific region. Spurred by
expected development of LNG markets in Thailand, India, and coastal China, the demand for
LNG could more than double by 2010 (Figure I).

FIGURE I
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To meet these LNG needs of the future, numerous grass roots and expansion projects are
underway or firmly planned from Malaysia (MLNG 3), Indonesia (Badak), Australia (N.W.
Shelf), Qatar and Oman. Collectively, these projects could supply nearly 40 million tonnes of
additional LNG by 2005-2010 (Figure II).

FIGURE II
PROJECTED NEW LNG SUPPLY
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If these views of both demand and supply become reality, the international LNG community
not only welcomes new Middle East suppliers over the next decade, but the opportunity for
longer term project development remains considerable. Tipping the scales in the other
direction, however, if new geographical markets cannot be developed (for whatever reasons)
during this time frame, some currently planned projects could falter or be underutilized (Figure
III)
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Factors that could delay development of new geographical markets for LNG include
competition from pipeline gas projects, increased development and production of domestic gas
reserves, economic viability, or political considerations. The need for LNG in Thailand, for
example, could be replaced by potential pipeline gas imports from Natuna Island or Viet Nam

The balance between regional demand and supply capability could also be adversely affected
by structural changes in gas use within existing LNG consuming countries. In the power
generation sector, for instance, combined cycle gas turbine plants adjust easier to daily, or
even hourly, variations in electricity demand. As a result, growth in LNG demand for power
generation may be more closely related to middle and peak load use than base load fuel
Should this occur, not only may demand growth be lower on an annual basis, but greater
flexibility in LNG purchasing practices would be advocated, if not demanded, by buyers.

If the LNG supply/demand picture of the next decade does lead to underutilization of new
plant capacity, the imbalance will represent another driving force for growth in the emerging
"spot" trade for LNG. Starting from virtually nil in 1992, spot cargoes have reached over 3%
of total LNG trade in recent years. This activity has established at least some degree of
structure for spot trading arrangements, although no international LNG reference price
presently exists to facilitate individual LNG spot sales transactions. Growth in the spot LNG
market over the next decade will inevitably lead to greater supply flexibility for middle and
peak load power generation, new independent power projects, and perhaps other end use
sectors as well. How this flexibility develops will have a considerable influence on the
structure of the Asia Pacific LNG market in the early years of the next century.


