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The	
  Call	
  for	
  Dialogue	
  on	
  Gas	
  and	
  Coal	
  

November	
  2011	
  

The	
  G20	
  Cannes	
  Summit	
  Leaders’	
  Declara'on	
  called	
  for	
  

“conVnued	
  dialogue	
  between	
  producers	
  and	
  

consumers	
  on	
  short-­‐,	
  medium-­‐,	
  and	
  long-­‐term	
  outlook	
  

and	
  forecasts	
  for	
  gas	
  and	
  coal.”	
  



October	
  2012:	
  The	
  First	
  Joint	
  Symposium	
  



Event	
  Summaries	
  to	
  Sustain	
  the	
  Dialogue	
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October	
  2012	
  

1)  	
  Asia	
  Pacific	
  will	
  drive	
  future	
  natural	
  gas	
  demand.	
  
2)  An	
  integrated	
  global	
  gas	
  market	
  is	
  not	
  likely	
  in	
  the	
  

near	
  term.	
  	
  
3)  The	
  logic	
  for	
  establishing	
  a	
  regional	
  gas-­‐pricing	
  hub	
  

in	
  Asia	
  is	
  ques'onable.	
  
4)  Oil-­‐indexaVon	
  of	
  gas	
  prices	
  has	
  clear	
  merits,	
  but	
  

some	
  sellers	
  have	
  won	
  business	
  by	
  applying	
  a	
  more	
  
flexible	
  formula.	
  

5)  It	
  is	
  difficult	
  to	
  talk	
  about	
  gas	
  in	
  isolaVon	
  because	
  of	
  
its	
  links	
  to	
  electricity,	
  coal	
  and	
  renewables.	
  

6)  DesVnaVon	
  clauses	
  in	
  LNG	
  contracts	
  are	
  ironclad	
  and	
  
non-­‐nego'able.	
  

7)  There	
  are	
  conflicVng	
  messages	
  about	
  gas	
  in	
  the	
  
marketplace	
  (clean	
  fuel	
  versus	
  fracking	
  concerns).	
  

8)  Companies	
  entering	
  into	
  joint	
  ventures	
  with	
  US-­‐
based	
  unconvenVonals	
  players	
  will	
  benefit	
  from	
  
technology	
  transfer,	
  accelera'ng	
  the	
  spread	
  of	
  the	
  
unconven'onals	
  revolu'on.	
  

9)  In	
  the	
  wake	
  of	
  the	
  Fukushima	
  disaster,	
  Japan	
  will	
  
cease	
  using	
  nuclear	
  power	
  indefinitely.	
  

Tracking	
  the	
  Energy	
  Dialogue	
  on	
  Natural	
  Gas:	
  Key	
  ObservaVons,	
  
QuesVons	
  and	
  Insights	
  from	
  October	
  2012	
  



October	
  2012	
   October	
  2014	
  

1)  Asia	
  Pacific	
  will	
  drive	
  future	
  natural	
  gas	
  demand.	
  
2)  An	
  integrated	
  global	
  gas	
  market	
  is	
  not	
  likely	
  in	
  the	
  

near	
  term.	
  	
  
3)  The	
  logic	
  for	
  establishing	
  a	
  regional	
  gas-­‐pricing	
  hub	
  

in	
  Asia	
  is	
  ques'onable.	
  
4)  Oil-­‐indexaVon	
  of	
  gas	
  prices	
  has	
  clear	
  merits,	
  but	
  

some	
  sellers	
  have	
  won	
  business	
  by	
  applying	
  a	
  more	
  
flexible	
  formula.	
  

5)  It	
  is	
  difficult	
  to	
  talk	
  about	
  gas	
  in	
  isolaVon	
  because	
  of	
  
its	
  links	
  to	
  electricity,	
  coal	
  and	
  renewables.	
  

6)  DesVnaVon	
  clauses	
  in	
  LNG	
  contracts	
  are	
  ironclad	
  and	
  
non-­‐nego'able.	
  

7)  There	
  are	
  conflicVng	
  messages	
  about	
  gas	
  in	
  the	
  
marketplace	
  (clean	
  fuel	
  versus	
  fracking	
  concerns).	
  

8)  Companies	
  entering	
  into	
  joint	
  ventures	
  with	
  US-­‐
based	
  unconvenVonals	
  players	
  will	
  benefit	
  from	
  
technology	
  transfer,	
  accelera'ng	
  the	
  spread	
  of	
  the	
  
unconven'onals	
  revolu'on.	
  

9)  In	
  the	
  wake	
  of	
  the	
  Fukushima	
  disaster,	
  Japan	
  will	
  
cease	
  using	
  nuclear	
  power	
  indefinitely.	
  

1)  Unchanged.	
  
2)  Unchanged,	
  though	
  talk	
  has	
  begun	
  of	
  

a	
  possible	
  LNG	
  spot	
  price.	
  
3)  Unchanged,	
  though	
  several	
  countries	
  

con'nue	
  to	
  push	
  for	
  this.	
  
4)  Unchanged,	
  with	
  the	
  trend	
  towards	
  

greater	
  flexibility	
  on	
  the	
  part	
  of	
  LNG	
  
exporters.	
  

5)  Unchanged,	
  though	
  gas	
  is	
  more	
  a	
  
complement	
  than	
  a	
  compe'tor.	
  	
  

6)  Changed:	
  European	
  Commission	
  
ruling,	
  greater	
  exporter	
  flexibility.	
  

7)  Changed:	
  gas	
  has	
  gained	
  prominence	
  
as	
  a	
  clean	
  fossil	
  fuel.	
  

8)  Changed:	
  geology	
  is	
  so	
  different	
  from	
  
play	
  to	
  play	
  within	
  the	
  US	
  that	
  the	
  
transfer	
  of	
  knowledge	
  to	
  China	
  and	
  
beyond	
  is	
  not	
  so	
  straighZorward.	
  

9)  Changed:	
  Japan	
  likely	
  to	
  bring	
  some	
  
nuclear	
  back	
  on	
  line	
  in	
  2015.	
  

Then	
  and	
  Now:	
  What	
  Has	
  Changed	
  in	
  the	
  Global	
  Energy	
  Dialogue	
  on	
  
Natural	
  Gas?	
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Key	
  Takeaways:	
  Second	
  Joint	
  Symposium	
  on	
  Gas	
  and	
  
Coal	
  

• There	
  is	
  an	
  apparent	
  discrepancy	
  between	
  short/medium-­‐term	
  

outlooks	
  and	
  long-­‐term	
  outlooks	
  regarding	
  expected	
  gas	
  demand	
  

levels.	
  	
  

• A	
  bright	
  future	
  for	
  gas	
  is	
  not	
  guaranteed,	
  as	
  economic	
  facts	
  are	
  

stubborn.	
  	
  

• Asia	
  is	
  expected	
  to	
  be	
  the	
  major	
  bagleground	
  for	
  gas	
  versus	
  coal	
  

compe''on.	
  Will	
  we	
  see	
  cheaper	
  gas	
  and	
  more	
  expensive	
  coal	
  in	
  

Asia?	
  

• China’s	
  gas	
  producVon	
  vis	
  à	
  vis	
  its	
  LNG	
  demand	
  is	
  a	
  key	
  variable	
  to	
  

watch.	
  
	
  

	
  



Key	
  Takeaways:	
  Second	
  Joint	
  Symposium	
  on	
  Gas	
  and	
  
Coal	
  

• To	
  a	
  great	
  degree,	
  transportaVon	
  constraints	
  provide	
  structure	
  to	
  oil,	
  
gas	
  and	
  coal	
  markets.	
  

• Carbon	
  capture	
  and	
  storage	
  appears	
  to	
  be	
  an	
  orphan	
  in	
  the	
  world.	
  

• The	
  reality	
  is	
  that	
  the	
  world	
  is	
  going	
  to	
  keep	
  burning	
  coal.	
  

• The	
  interdependence	
  of	
  fuels	
  remains	
  robust:	
  

o Impact	
  of	
  falling	
  oil	
  prices	
  on	
  gas	
  demand	
  and	
  on	
  unconven'onal	
  

produc'on;	
  

o Degree	
  to	
  which	
  coal	
  may	
  displace	
  oil	
  and	
  gas;	
  

o Implica'ons	
  of	
  a	
  nuclear	
  restart	
  in	
  Japan	
  on	
  other	
  fuels.	
  

	
  
	
  


