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Oil and Gas Matters 

(a)  High oil prices over last two years, i.e. above 
$100 per barrel, and high diversity of gas prices 
between different geographical areas, 
characterize  international energy markets 

(b)  Gas continues to take slice of oil markets 
worldwide with LNG trade developing much 
faster than piped gas 

(c)  Gas is facing increased competition from cheap 
coal exports directed to Europe and China 
 
 



Oil and Gas Matters 

(d)  Strong global oil demand in conjunction with 
increased geopolitical risk in MENA countries 
continue to drive prices upwards 

(e)  There is a strong tendency for the decoupling 
of gas prices from oil indexation with USA gas 
prices already following an independent  
trajectory  



Global Oil Demand (2009 – 2013) 

(million barrels per day) 
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Top-10 Oil Consumers (thousand barrels  per day)  



China: Demand by Product (thousand barrels  per day)  





OPEC and Non-OPEC Oil Supply 
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OPEC Crude Production (million barrels per day) 



World Gas Demand Reaches New Highs 

 Global  gas demand is projected to grow 
relatively fast over 2011 – 2017, at 2.7% per 
year 

 Gas demand in 2017 is 3.937 bcm, 576 bcm 
higher than 2011 levels 

 Non – OECD countries will represent 69% of 
the incremental growth 

 The fastest growing country is by far China, 
where natural gas consumption doubles over 
2011 – 2017 

 



World Gas Demand Reaches New Highs 

 Africa is the second fastest growing region, with 
an annual growth rate of 5% per year 

 Natural gas consumption in the former Soviet 
Union and non-OECD Europe  region grows 
very slowly at 0.7% per year, given the maturity 
of the market 

 Europe is also underperforming, with an average 
annual growth of 1.3% per year, due to the 
combination of high gas prices, low economic 
growth and significant growth of renewable 
energy sources 
 



 
Gas Demand by OECD Country, 2011 and 2010 (bcm) 



 
Gas Demand 2000-17 (bcm) 



 
Coal & gas shares in thermal generation 

 
US coal and gas generation 



 
Regional production, 2010 and 2011* (bcm) 



The Rise of LNG 
   The global LNG industry is facing numerous 

challenges as LNG is rapidly growing and evolving 
representing a huge competitive arena for all 
major players. 

 
   The top 5 challenges affecting the sector are 

considered to be: 
 
1. Capital investments in the infrastructure required 

for the production, transportation and re-
gasification of LNG 

 



The Rise of LNG 
2. Number of new LNG buyers and sellers and 

which side is now driving the market 
3. Asia to drive LNG demand growth causing plenty 

of competition worldwide 
4. LNG Trading and LNG spot Price Assessments 
5. Contract Negotiation as a lot of long-term 

contracts in operation have commenced mid-
term as they no longer reflect the true hub price 

 



 
LNG trade growth, 2006-11 



 
LNG exports of the top seven LNG producers 
from, 2009 to 2011 



 
LNG tanker daily rate January, 2011 – May 2012 



 
LNG projects under construction (as of May 
2012) 



Brent Crude Oil Spot Prices  
(2010 – 2011 – 2012)  



 
Oil Prices Trends 
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Northwest European Gas Prices and Brent,  
2009-2012 



UK Gas Prices (3 – 17 January) 





Natural Gas Prices (US$ per MMBtu) 



Factors Affecting Oil Price Formation 
Upward Pressures 

 Reduction in OPEC oil supply 
 Syria’s civil war and spill over danger 
 Continuing Arab Spring unrest 
 Resurgence of terrorist attacks against oil and gas installations 

following latest incidents in Algeria 
 Mounting fears of Israeli strike against Iranian nuclear facilities 
 Fears of Gulf oil and gas supply disruptions 
 Decline in US and global oil inventories 
 Fears of disruption of Russian gas exports to Europe 
 Weakening of US dollar relative to Euro 
 Adverse weather pattern in northern hemisphere  



Downward Pressures 

 Eurozone crisis and continuing decline of EU economies 

 Disappointing German manufacturing output 

 Strengthening of Euro relative to US dollar 

 Reduced estimates for global economic growth 

 Increased USA oil and gas production and possible new 

legislation by US congress allowing oil and gas exports 

 Warm winter in northern hemisphere 

 
 

Factors Affecting Oil Price Formation 



Energy Security Considerations 

 Increased geopolitical risk from military tension  

in the Gulf and renewed terrorist activity in 

MENA countries 

 Eurozone crisis persists 

 EU economy contraction continues 

 Irregular weather patterns 

 Natural disasters 

 



Factoring in Geopolitical Risk 

1. Iran continues with uranium enrichment – USA 
increases diplomatic pressure  

2. Israel renews bombardment threats 
3. Military and naval built up in Persian Gulf  follows 
4. In response Iran enforces periodic onboard checks 

which results in delays of ship traffic and causes oil 
supply disruptions 

5. Renewed terrorist attacks in North Africa (i.e. Libya 
and Algeria) lead to the slowing down, or even 
disruption, of gas exports to Europe 



Concluding Remarks 
1. Inspite of persistent high oil prices over the last 2 years global 

demand and markets continue to expand 
2. High oil prices are not affecting as they used to global economic 

growth as oil contributes less to the average economic output 
3. Geopolitical risk factors are already largely discounted in 

today’s prices – although there is  ground for further rises 
should an unstable situation arise (e.g. natural disaster, terrorist 
attack, military conflict) 

4. There is a growing trend to diversify natural gas supply with 
continuing strong inroads by LNG 

5. Natural gas will continue to substitute oil for several applications 
but without affecting much global oil consumption, which will 
continue to rise for the foreseeable future, mostly due to strong 
demand by emerging economies 
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