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The Economic Case for LNG In Asia Is

Crumbling

Unaffordable PriceBxpected to SIoWNG
Demand Growthn Key Markets

Executive Summary

The global liquefied natural gas (LNG) industry has long counted on robust demand
growth from Asia to justify its worldwide expansion plans. Prior to 2022,
mainstream forecasts projected that more than half of global LNG demand growth
through 2025 would came from developing economies in South and Southeast Adia

But a tumultuous year in global LNGnarkets has eroded these expectations.
Sustained high prices and competition for limited supplies have undermined the
economic case for LNG and cut LNG salesAisia.

Meanwhile, a renewed interest in domesticallysourced alternatives to imported
LNG in thepower sector is offering an economically competitive offramp from LNG
to-power projects throughout the region.ShouldLNG price spikes and volatility
continue over the next several years, downward pressures on Asian LNG demand
are likely to accelerate, permanently impairing longterm LNG demand growth.

High prices and unreliability of supply are undermining industry-driven narratives

OEAO ,.' EO AOKERAAEAT OADEARICA $AT AT A &£ OAAAOOET ¢ ACA
note. In its latest gas market update, the International Energy Agency (IEA) was
blunt:
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gas as a reliable and affdable energy source, casting uncertainty on its prospects,
partlcularly in developing countries where it had been expected to play a growmg role
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The IEA now expects natural gas demand to shk year-on-year (y/y) in 2022, with

60% less demand growth through2025 than in the previous fiveyear period3 In

the first seven months of 2022, LNG imports in Asia have fallen more than 6% yly.
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European nations have turned to LNG to reduce dependence on Russian pipeline

imports, sparking a bidding war for limited global LNG supplies that has made it
impossible for some developing nations to obtain LNG at an affordable pricEhe

1 Bloomberg New Energy Finance (BNEF). Global LNG Outlook 262125, p. 5. June 7, 2021.
2|EA.Gas Market Report, Q2022. July 2022
3|EA.Gas Market Report, Q2022. July 2022.


https://iea.blob.core.windows.net/assets/c7e74868-30fd-440c-a616-488215894356/GasMarketReport%2CQ3-2022.pdf
https://iea.blob.core.windows.net/assets/c7e74868-30fd-440c-a616-488215894356/GasMarketReport%2CQ3-2022.pdf

TheEconomic Case for LNG in Asia is Crumbling 2

Russian invasion of Ukraine has exacerbated
LNG price spikes and procurement _
challenges. Continuous demand

Many market analysts anticipatebuying growth at perS|stentIy

activity in Asia will simply recover once new high prices will likely
supply capacity comes online and prices fafl. prove fiscally

But signifjcant new global I__NG su_pply unsustainable for
capacity is notexpectedonline until 2026, :

meaning that the market could remain tight emerging markets.

for the next several years.

Continuous demand growth atpersistently high prices will likely prove fiscally
unsustainable for emerging markets Efforts to reduce LNG dependence and shift
toward alternative energy sources in the mediummterm could negatively impact
longer-term LNG denand growth forecasts.

Financiers and investors in new LNG projects must watch closely. On the import
side, unaffordability of LNG and fuel supply insecurity may cause new import
terminals to go unused, resulting in potentially billions of dollars in straned

assets® For example, a long as unaffordable LNG prices and procurement
challenges persist, US$96.7 billion dollars of proposed LN@lated infrastructure
projects in Pakistan, Bangladesh, Vietham, and the Philippines will face a heightened
risk of underutilization or cancellation.” 8

For new LNG export projects, uncertain demand growth undermines the need for
liquefaction assets. In mature markets like Japan and South Korea, demand forecasts
rely on well-defined seasonapatterns, weather, and storge levels, among other
factors.

With emerging markets, however, demand forecasting is based on a different set of
variables. For example, will countries be able to obtain and afford LNG? Will import
projects be completed on schedule or face regulatory bders and delays?

These uncertainties are particularlyrelevant in such a tight, volatile market. Rapid

LNG demand growth, especially in emerging Asia, is not a given when LNG prices are
uncompetitive with domestic energy alternatives. If prospective demandoes not
materialize, exporters may find themselves with a smaller pool of buyers, which

could ultimately mean lower prices and lower than anticipated profit margins for

LNG exporters when new liquefaction projects come online.
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4petroleum Economist! OEAT , . ' AAT AT A OAAO OOMaymuA2822] AT O
SIEEFA%I AOCET C ! OE A 8-0-pdver@rijdci ppeiin® thleatens macroeconomic and
financial stability. December 15, 2021.

6 [EEFA.Over US$50 billion in gas power projects and LNG import facilities at risk of cancellation

in Bangladesh, Pakistan an¥ietnam.January 14, 2021.
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https://pemedianetwork.com/petroleum-economist/articles/gas-lng/2022/asian-lng-demand-sees-retracement-not-destruction/
https://ieefa.org/articles/ieefa-emerging-asias-unrealistic-lng-power-project-pipeline-threatens-macroeconomic-and
https://ieefa.org/articles/ieefa-emerging-asias-unrealistic-lng-power-project-pipeline-threatens-macroeconomic-and
https://ieefa.org/articles/ieefa-over-us50-billion-gas-power-projects-and-lng-import-facilities-risk-cancellation
https://ieefa.org/articles/ieefa-over-us50-billion-gas-power-projects-and-lng-import-facilities-risk-cancellation
https://globalenergymonitor.org/report/asias-gas-lock-in/
https://ieefa.org/wp-content/uploads/2021/01/Gas-and-LNG-Price-Volatility-To-Increase-in-2021_January-2021.pdf
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Global Supplybemand Picture
LNG Market Tightnedsxpected to Persist for Several Years

Beginning in late 2021, Russia began to curtail shipments of gas to Europe, and
European buyers turned to LNG to backstop faltering supplies of pipeline gas. As
European LNG demand rose, global LNG prices spiked twdés that, at the time,
were some of the highest on record.

"00 AEOAO 2000EA80 ET OAOEIT 1T &£ 5EOAETA 1AOGO
higher, with the JaparKorea Marker (JKM)» the benchmark spot price in Asia
hitting a record US$84.76/MMBtu &eeFigure 1 below).

Figure 1:Global LNG Price Trends
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Sourceinternational Gas Unior2022 World LNG Repoduly 2022.

For much of 2022, prices at the Title Transfer Facility[TF)? the European spot
benchmark? have traded at a premium to Asian prices. These price premiums
attracted more LNG supplies to wealthy European buyers, leaving many Asian
buyers, particularly those in developing countries, unable to compete.

Global LNG prices are uikely to settle anytime soon? Significant new LNG supply
additions are not expected online until 20252026, when Qatar expects to

91n a previous brief, IEEFA discussed several reasons that global LNG prices would remain high
and volatile over the next several years. IEEFAlow is Not the Time to Build More LNG Import
Terminals in Asia.March 2022.


https://www.igu.org/resources/world-lng-report-2022/
https://ieefa.org/wp-content/uploads/2022/03/Now-is-Not-the-Time-to-Build-More-LNG-Import-Terminals-in-Asia_March-2022.pdf
https://ieefa.org/wp-content/uploads/2022/03/Now-is-Not-the-Time-to-Build-More-LNG-Import-Terminals-in-Asia_March-2022.pdf
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commission its megalLNG expansion of 32nillion tons per annum (mtpa) of
additional capacity (see Figure 2 below

Represenatives from the International Group of LNG Importers, an LNG lobbying
organization, expect a tight market for at least the next three yeat8while several

industry executives are not expecting prices to ease until the end of the decade.

Until prices ease, Asian buyers will have to continue to compete with Europe for

existing suppliesi2

Figure 2: New GlobdlINGSupplyCapacity

200
150
m US capacity

© Ex-US capacity

2 100
g

50
0

22 2 22 %) )) o o
?9‘0’)’01 N\@\’)’Q’L oeclgl $3410l \\Na‘ ,Lg’), \3(\,)9’1, \\)\,LQ’L

no ol ol
20 s \)\')’0 $o“ 10

Nt

Source: IHS Markit, IEEFA.

In the meantime, myriad global factors could drive LNG prices higher. Continued
Russian cuts tgpipeline gas exports into Europe could force European buyers
further into LNG markets, adding upward price pressure to available cargoés.

In such a tight market, persistenioutagesat LNG liquefaction facilities are also likely
to continue to jolt prices. According to geoanalytics firm Kayrros, outages since June
2022 have removed nearly 30 mtpa of supply or 8% of global production? from

the globalmarket (see Figure 3 below}4 15 In 2021, outages at LNG liquefaction
facilities reached 41 mtpa the highestlevel on record? highlighting the

unreliability of global LNG supply.

10 Bloomberg.Gas Crunch to Haunt Eunge for Winters to Come, LNG Lobby Sayhily 6, 2022.
11 Straits Times.Global LNG supply crunch to ease towardsd of decade: Industry execsluly 7,
2022.

12 Construction lead times average roughly 4% years for new export projects.

13 Bloomberg.Global LNG Competition Intensifies on New Russia Supply Cluly 25, 2022.

u( Al ££h 11 0T ET A8 ON2000EA20 1 AGAOGO OOADP OI AOO nNGAO 00PDBI U
have idled as much as 30Mmtpa of #LNG capacity in the last few weeks, or ~8% of global o o o
POl AOAOCEI T8 92+AUOOI O OADPI OO0 Tiwiker.,July26,0RAET | OOACAO OET AA * Of

15 Politico. Gas price soars as Gazprom throttle$ofvs to Europe.July 27, 2022.


https://www.bnnbloomberg.ca/gas-crunch-to-haunt-europe-for-winters-to-come-lng-lobby-says-1.1788530
https://www.straitstimes.com/business/companies-markets/global-lng-supply-crunch-to-ease-towards-end-of-decade-industry-execs
https://www.bloomberg.com/news/articles/2022-07-26/global-competition-for-lng-intensifies-on-new-russia-supply-cut
https://twitter.com/antoine_halff/status/1551811439551184896
https://www.politico.eu/article/gas-price-soar-as-gazprom-further-throttles-flows-to-europe/
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Figure 3:0utagesat LNG Liquefaction Facilities Since June 1, 2022

Algeria Skikda GL1K 20 July 2022
Trinidad and Tobago Atlantic LNG Train 2 12 July 2022
Australia Prelude LNG All trains 10 July 2022
Russia Sakhalin Train2 =~ 29 June 2022 6 July 2022
Australia Queensland Curtis LN( Train1 = 21 June 2022
Egypt Idku Train2 = 20 June 2022
United States Freeport LNG Alltrains =~ 8 June 2022
Egypt Idku Train 1 5 June 2022
Qatar Qatargas Train 5 3 June 2022 7 June 2022
Angola Angola LNG Train 1 2 June 2022 7 July 2022

Source: Kayrros.

Severe weather is another risk factor that could exacerbate market tightness and
drive prices higher in the nearterm. Recordsetting heat waves throughout the U.S.,
Europe, and China have driven up demand for LNG and hindered the ability of
buyers to rebuild gas inventories ahead of peak winter months. Severe winter
weather in 2022 caild increase prices further and cause greater economic pain for

LNG importers!6

To make matters worse, meteorologists anticipate a third consecutive year of La
Nifia, a climate pattern that brings colder weather in the Northern Hemisphere,
especially in Natheast Asial” According to the journalNature, La Niia will also

ObOi AAAT U ET AOAAOA

supply facilities 18
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Cracks in Natural Gas and LNG Demand Growth Are Starting

to Show

Less than a year after LNG prices started to rise dramatically in September 2021,

several forecasting agencies have already started to revise Asian demand forecasts

downward. Should high prices persist through 20256, downward pressures on
natural gas denand growth in Asiaare likely to accelerate.

According to IEA forecasts, overall global natural gas demand, including both LNG

and pipeline gas, is expected to contract in 2022 by 0.5%. Demand is then expected

to grow by anaverage rate of 0.8% per year ttough 2025, resulting in a total
addition of 140 Billion cubic meters (Bcm) from 2021 to 2025. This is just over onre
third of the demand growth in the previous fiveyear period of 370 Bcmt® From
2021-2024, the IEA anticipates just 0.6% annual global natat gas demand growth,

16 Rystad EnergyA perfect and unavoidable storm: LNG supply ais will make landfall in winter

2022.May 9, 2022.

17 National Weather Service, Climate Prediction CenteEl Nifio/Southern Oscillation (ENSO)

Diagnostic DiscussionJuly 14, 2022.

1B8Nature.2 AOA OOOEDI AB

2022.

, A

19 |EA.Gas Market Report, Q2022, p. 32. July 2022.
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https://www.rystadenergy.com/newsevents/news/press-releases/a-perfect-and-unavoidable-storm-LNG-supply-crisis-will-make-landfall-in-winter-2022/
https://www.rystadenergy.com/newsevents/news/press-releases/a-perfect-and-unavoidable-storm-LNG-supply-crisis-will-make-landfall-in-winter-2022/
https://www.cpc.ncep.noaa.gov/products/analysis_monitoring/enso_advisory/ensodisc.shtml
https://www.cpc.ncep.noaa.gov/products/analysis_monitoring/enso_advisory/ensodisc.shtml
https://www.nature.com/articles/d41586-022-01668-1
https://iea.blob.core.windows.net/assets/c7e74868-30fd-440c-a616-488215894356/GasMarketReport%2CQ3-2022.pdf
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a 60% decrease from previous growth forecasts over the same period (see Figure 4
below).

CAIdzZNBE nY L9! Qa 524y sl NR wSOAaA2ya (2 Df2ol
Gas Demand Forecasts
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Source: IEA.

IEA still expects the Asia Pacificegion to drive medium-term global gas demand
growth, with China, India, and emerging Asia as the primary growth markets. Yet
each of these markets faces significant downside risks, owing mainly to uncertainty
in LNG supplies and pricing.

The downside risks for emerging Asia are particularly stark. The IEA revised
emerging Asian natural gas demand growth from 2022025 downward by 50% o
AT T PAOAA O OEA b O eetekthdpatiokid Semtdivitybf A AAOO O

3000AET AA EECE DPOEAAOC 1 OAO0 OEA 1A@0 OAOAOAI UAAOO (
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planned new LNGto-power infrastructure further delayed or AOAT O1T AT i D1 AOAA8 6

. AITDAOEOIT | /& OEA )% 50 GAO ODAAOA AOI[ o1 cmg
UAAO OEA ACATAUBO 1 AOOOAT CAO AAI AT A mEl OAAAOGOO E
Bcm (51 million tons) over the mediumterm.
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Figure 5:Comparisorof IEQ & a St&th Natural Gas Demand Growth
Forecasts in Asia (3Q21 vs. 3Q22; Units in Bcm)

Report (release Date) IEA Gas Market Update IEA Gas Market Update
Q3 2021 (July 2021) Q3 2022 (July 2022)

Forecast Period 20202024 2021-2025
Japan and Korea -1 -13
China 95 74
India 25 13
Emerging Asia 41 21
Total Incremental Demand Growth 160 95
Total Revision to IEA Demand Growth Forec: -65

Percentage Change in IEA Growth Forecast -41%

Source: IEA Gas Market Update Q3 2021 and Q3 2022.Figtees represent incremental
demand growth over the forecast period. Figures for Japan and Korea are estimated based on
percentage reductions provided by IEA forecasts.

Other forecastingagenciesare projecting slower growth in gas demand, particularly

in price sensitive emerging markets. In March, the Independent Commodity
Intelligence Service (CI forecast that high prices over the next two years would
destroy 23.11 Bcm (18 mt) of LNG demand in Southeast Asia, South Asia, and South
American markets?0 with further downward revisions expected if global LNG prices
remain high (see Figure 6 below.2!

Figure 6: ICIS®@Z St 2 LAY 3 bl GA2yaQ [bD 5SYIFyYyR 5S5aiNH
Sept 2021 vs. March 2022 Update

Million tonnes = March 2022 update Sept 2021 update June 2022 update??
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3
Jan Apr Jul Oct Jan Apr Jul Oct
2022 2023
SourceiCIS

Energy research firmRystad Energy has also warned of looming demand

destruction as a result of high LNG prices. According to LNG Senior Analyst Kaushal

2A1 AGER O7A OAA OEA OEOE 1T &£ PAOIATAT O , . AAT AT A A}
that could hang on to coal and fuel oil anpimp straight to renewables a few years

20]CIS.Gas poverty: How prolonged high spot gas prices is destroying the LNG demand of the
developing nations of South Asia, Southeast Asia and South AmerMarch 24, 2022.
21 |bid.


https://www.icis.com/explore/cn/resources/news/2022/03/24/10746809/gas-poverty-how-prolonged-high-spot-gas-prices-is-destroying-the-lng-demand-of-the-developing-nations-of-south-asia-southeast-asia-and-south-america
https://www.icis.com/explore/cn/resources/news/2022/03/24/10746809/gas-poverty-how-prolonged-high-spot-gas-prices-is-destroying-the-lng-demand-of-the-developing-nations-of-south-asia-southeast-asia-and-south-america
https://www.icis.com/explore/cn/resources/news/2022/03/24/10746809/gas-poverty-how-prolonged-high-spot-gas-prices-is-destroying-the-lng-demand-of-the-developing-nations-of-south-asia-southeast-asia-and-south-america
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down the road. That is unless more competitively priced LNG is made available to
OEAI @&i11186

Bloomberg New Energy Finance (BNEF) has also cut its forecasts for meditenm
Asian LNG demand growth. In its June 2022NG Outlook, the group revised its

demand projections downward from its previous outlook for every South and
Southeast Asian market through 2025gee Figure 7 below.23

This represents a cut of 29 million tons. BNEF expects that moderate to severe gas
shortages could occur in Pakistan, Bangladesh, and Thailand through 2026. By
contrast, the group raised its forecast for Chinese LNG demand growth over the
period to 22 million tons? a 3-million -ton increase? due mainly to greater coalto-
gas switching and ecoomic growth.

Figure 7BNEF Forecast Revisions for South and Southeast Asian LNG
Demand in 2025

35
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June 2022 Forecast

ihll-,

India Pakistan Bangladesh Thailand Vietnam Philippines

mtpa
N
o

[EnY
a1

ol

SourceBNEFGIlobal LNG Market Outlook 2628. June 16, 2022.

The IEA still expects LNG to be the main driver of the global gas market, with LNG
trade increasing by 17% in 2025 compared to 2021. However, the agency forecasts
that demand will grow by just 4% annually, down from the 7% annual growth rate
from 2017 to 2021.

In 2022, LNG demand in Asia has fallen almostore than 6% in the first seven
months of 2022, from161.4to 151.4 mtpa (see Figure 8 below. Much of this year
on-year decline is due to lower demand in China. However, as the market remains
tight and prices remain high over the next several years, growth rates throughout
Asia may decline dirther.

23 Bloomberg New EnergyFinance. Global LNG Market Outlook 20226. June 16, 2022.

EFAAOOS


https://www.aljazeera.com/economy/2022/7/29/russias-gas-cuts-throw-fuel-on-asias-energy-security-fears
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Figure 8: LNG Demad in Asia has Plummeted in the First Six Months of

2022
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Source: IHS Markit

Demand for LNG at High Prices is Unsustainable

The exact price at which buyers will decline to purchase LNG depends on numerous

factors, includingthA  EIT BT OOAT AA 1T £ CAO ET A Al O1 6ous0o AATTI I U
exposure to spot markets versus longerm contracts, and the availability of

alternative energy sources, among many other economic factors.

According to recent analysis from IHS Markit, the majority fospot market purchases
by South Asian buyers, for example, tend to occur when prices are at or below
US$10/MMBLtu?4 The analysis notes, however, that the correlation is imperfect. In
Bangladesh and Pakistan, natural gas accounts for 68% and 42% of primanergy
demand, respectively, meaning that these countries face little choice but to purchase
expensive cargoes. If prices fall from current levels of ~US$52/MMBtu to
US$20/MMBLtu25 countries may jump at the opportunity to purchase more
relatively affordable volumes.Figure 9bA T T x OET xO 30Q0 "1 T AAI 80 AOOEI AOGAO
demand destruction at various spot market prices.

Figure 9: Asian LNBemand and Switching by Price Estimates
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24 |HS Markit.How sensitive is South Asian LNG demand to price shiftsfay 18, 2022.
25 Bloomberg.Asian Gas Prices Extend Surge on Renewed Effort to Secure Suguily. 28, 2022.


https://twitter.com/ira_joseph/status/1508494617196564486
https://www.bnnbloomberg.ca/asian-gas-prices-extend-surge-on-renewed-effort-to-secure-supply-1.1798106
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Many price-sensitive countries now face a
choice ketween purchasing unaffordable
LNG volumes or foregoing fuel purchases

altogether. To the extent possible, counties ~ Jnaffordable LNG s just

may try to avoid fuel and power shortages one factor that could
by paying prices that may previously have inhibit rapid demand
been unreasonable. . .

growth in emerging
This is likely to prove financially markets

unsustainable. Pakistan reportedly faces a

high risk of default, as concerns mount that a

US$1.2 billion bailout from the International

Monetary Fund may not be enough to avert a balance of payments cri&ig?

00A0000A T T *ATCL AAAGEDS hidhérkrieiplabi 0 ALOT (10
DOEAAO ET £ AOA OEA AT 01 60oUsO EiIi T OO AEIT AT A AOOOAI
recently requested a US$4.5 billion IMF loan for balance of payment and budgetary

needsz2s

Should global LNG prices remain high for several years, countries will face mounting
fiscal challengesdue to costly fossil fuel subsidies, pressure from lenders and
international financial institutions to rein in expensive LNG imports, and political
demands to reduce energy prices by shifting towards domestic energy alternatives.

Importantly, unaffordable LNG is just one factor that couléhhibit rapid demand
growth in emerging markets. Other factors include project and count®evel risks,
such as the crdibility of project sponsors, the financial strength of LNG offtakers,
the efficacy of energy sector planning, governance and regulation, and opposition
from civil society, among many other factors.

Financial market constraints related to the ability of he project finance lending
market to provide capital for LNGimport projects could also stymie demand growth
in emerging markets IEEFA has previously estimated that 66% of LNf@lated
projects in emerging Asia were unlikely to be built due to project, caury, and
financial market risks29

China

The LNG industry is pinning its hopes for growth on China, South Asia, and
Southeast Asia. Together, these markets are expected to add roughly 250 Bcm of
incremental LNG demand through 20439

26 Bloomberg.Hunger and Blackouts Are Just the Start of an Emerging Economy Crifigril 20,

2022,

27Financial TimesO AEEOOAT 60 OODAA EAT 1 OJuEeZ2(R022A0 AAEAOI O AAAOO ET OAT «
28 Reuters.Bangladesh seeks $4.5 bin IMF loan as deficit widens, newspaper sdydy 26, 2022.

29 [EEFA.Examining Cracks in Emerging Asia's LNt®-Power Value ChainDecember 1, 2021.

30 Shell.LNG Outlook 2022 p. 28. 2022.


https://www.bloomberg.com/news/features/2022-04-20/rising-food-energy-prices-are-just-the-start-of-an-emerging-economic-crisis
https://www.ft.com/content/31f9fbd5-996a-4c24-8c5d-3fcf824c0d93
https://www.reuters.com/world/asia-pacific/bangladesh-seeks-45-bln-imf-loan-deficit-widens-newspaper-says-2022-07-26/
https://ieefa.org/resources/examining-cracks-emerging-asias-lng-power-value-chain
https://www.shell.com/energy-and-innovation/natural-gas/liquefied-natural-gas-lng/lng-outlook-2022.html#iframe=L3dlYmFwcHMvTE5HX291dGxvb2tfMjAyMi8
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In 2021, ChinBAAAAT A OEA x1 O1 A6 O e AdtvasE i BT OOAO T £ , . ' h
temporary8 )1 ¢mg¢ch OEA AT O1 6ous0O ,.' AAI ATA EO AgbpAAOA
tons? a 14%yly drop ? due to high LNG prices, slower economic growth and

COVID19 lockdowns, and an increase in coand renewables for power

generation32 In the first 6 months of 2022, LNG purchases have fallen 20% yly.

Sporadic lockdowns due to COVH29 could continue to dampen LNG demand

growth this year. While a resurgence of economic activity could cause an uptick

LNG purchases, signs of a more permanent shift away from LNG are starting to

show.In 2021, the EAA@DAAOAA #EET A8O 1 AOOOAT CAO AAI AT A O ¢C
2020-2024.33 As of July 2022h OEA ACAT AU AgGDAAOO #EET AGO 1T AOOOAT
grow by 74 Bcmthrough 20257 22% less than the previous forecast

Pipeline imports of natural gas may account for an increasing share of that demand
growth, replacing expensive LNGDespite significant drops in LNG demand in 2022,
pipeline imports from Russia were up 60%in the first quarter of 2022.35 This is due
largely to the fact that pipeline imports into China were roughly half the price of

LNG imports in May 2022 and a third of the LNG price in December 2021, before the
Russian invasion olUkraine (see Figure 10 baiw).

Figure 10: AveragPrices of LNG vs. Pipeline Gas Imports into China
(Jan 2018viay 2022)
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32 Bloomberg.China to Post Record Decline in LNG Imports as Econo®ipws.July 18, 2022.
33 |EA Natural Gas Quarterly Report Q3 2021.

34 |EA.Gas Market Report, Q2022. July 2022.

35 South China Morning PostRussian natural gas exports to China jump 60 per cent in first 4
months. May 2, 2022.


https://www.icis.com/explore/resources/news/2021/06/30/10658118/china-overtakes-japan-as-world-s-largest-lng-importer/
https://www.bnnbloomberg.ca/china-to-post-record-decline-in-lng-imports-as-economy-slows-1.1793737
https://iea.blob.core.windows.net/assets/c7e74868-30fd-440c-a616-488215894356/GasMarketReport%2CQ3-2022.pdf
https://www.scmp.com/news/china/diplomacy/article/3176280/russian-natural-gas-exports-china-jump-60-cent-first-4-months?utm_source=pocket_mylist
https://www.scmp.com/news/china/diplomacy/article/3176280/russian-natural-gas-exports-china-jump-60-cent-first-4-months?utm_source=pocket_mylist
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The Power of Siberia Pipeline is currently the only existing gas pipeline between
Russia and China, with a total capacity of 38 BcmA§.However, only 10 Bcm were
delivered through the pipeline in 2021,37 with plans to reach full capacity by 2025.

Moreover, there are plans to expand pipeline capacity with Russia by roughly 70
Bcmly, as well as plans for an additional 30 Bcm/y of pipeline cagzity from
Turkmenistan through the proposed Central Asia Gas Pipeline Line D.

Although this latter plan has been delayed repeatedly since 20838 Chinese officias
are accelerating regional pipeline developments given the high price LNG
environ[n(::‘ng. l}le,gpia}tions surrounqmg new _pipeline proposals are complex and )

PDi il EOGEAATI T U OAT OEOGEOAh ABO AAAAI AOABGEITT 1T &£ OGEAOCA Dbi
LNG demand.

Figure 11: Proposed Pipeline Gas Import Projects into China

Power of Siberia 1 Power of Siberia 2 Far East Pipeline Central AS|aCh|na Gas Pipeline
Expansion

Source Russia Ru55|a Ru55|a Turkmenlstan
Additional Capacity (Bcm/y) 10 30
None. New
New Pipeline Required compressors 2,600 km 580 km 966km
required.
TargetConstructionStart Date Uncertain 2024 Uncertain Under construction since 2018
. Design begun; GazpromCNPC gas Construction suspended in 2020.
China to accelerate . . ) . :
Status construction in 2022 construction targeted supply contract signed ~ President Xi announces desire to
for 2024 Feb 2022 accelerate construction in Jan 202;
Expected Completion Timeline 2-3 years 5-6 years 2-3 years 5-6 years

{ 2dzNDOSY /2YLWAEt SR 06& L99C! FTNRBRY OFNAR2dza YSRAIF NBLERNIA&AZ Df
of Global Chinayaldai Club, IHS Markit.

#EETA80 ,.' AAIATA EO AT O1 ATiT ETC O AAO OECT EEEAAT (
and renewables. Strong ramp up of lovcost renewables capacity is cutting into

dispatch rates of more conventional baseload generation sources, such@al, gas,

and nuclear. China is on pace to deploy 120GW of new renewables capacity this

year, exceeding the previous fivgiear average capacity additions by 40%g Solar

additions, in particular, reached 31GW in 1H22, up 137% y/{Q

36 Nikkei Asia.China turns to Russian gas to curb dependence on Quad membéfarch 12, 2022.

37 |bid.

% Radio Free AsiaChina's Gas Supplies Shadowed by Stalled Pipelidene 24, 2016.
PIHSMarkit# EET A6 O AT AOCU 1 A @B-Adudkdowd) @ B.IMgy 31, RQA OO #/
40 Reuters.China solar installations more than double in first halg assn.July 21, 2022.


https://asia.nikkei.com/Business/Energy/China-turns-to-Russian-gas-to-curb-dependence-on-Quad-members#:~:text=Currently%2C%20the%20only%20gas%20pipeline,meters.
https://www.rfa.org/english/commentaries/energy_watch/chinas-gas-supplies-shadowed-by-stalled-pipeline-06242019101235.html
https://www.reuters.com/business/energy/china-solar-installations-more-than-double-first-half-assn-2022-07-21/
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Figure 121 NGSales and Purchase Agreements Signed by Chinese Buyers

in 2022
Deal
Date Type Buyer Seller Project Volume Length
10-Jan SPA Foran Energy BP BP Portfolio 0.075 10
11-Jan SPA ENN Energy NOVATEK NOVATEK Portfolio 0.6 11
29-Mar SPA ENN Energy Energy Transfer Lake Charles LNG 2.7 20
31-Mar SPA Guangzhou Development Group Mexico Pacific Ltd. Mexico Pacific Ltd. 2 20
6-Apr SPA ENN Energy NextDecade Rio Grande LNG 1.5 20
6-Jun SPA China Gas Energy Transfer Lake Charles LNG 0.7 25
5-Jul SPA China Gas NextDecade Rio Grande LNG 1 20
6-Jul SPA Guangdong Energy Group NextDecade Rio Grande LNG 1 20
20-Jul SPA PetroChina Cheniere Cheniere (Portfolio) 1.8 25
Total 11.375
Average Length 19

SourcelEEFAcompiled from media reports.

Chinese buyers have signed multiple lonterm sales and purchase agreements
(SPA3 in 2022, indicating that they are looking to seare supply volume andcosts
(see Figure 12 above). Whileontracts are likely to underpin future LNG demand,
the large volume of contracts signed this year do not indicate that the rate of
demand growth will accelerate over the next several years. Insteackcent contract
signings suggest that Chinese buyers are looking to meet demand growth with term
volumes rather than spotpurchases (see Figure 13 below).

Figure 13: ChineseNGImports vs.Contracted Capacity
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China will likely continue to be a major growth market for LNG demand over the

coming years. HoweverChina is proving tobe a highly unpredictable, price elastic

buyer of LNG. For example, Chinese importers are not procuring spot LNG cargoes

ahead of winter 2022 due to high priceg?! Prolonged high LNG prices could cause

the government to further accelerate energy planstr@ 1 Ei EQO OEA -AT 01 OOUS80O 111 CA«
term LNG demand growth outlook.

41 Bloomberg.China Going Quiet on LNG Hides Risk That May Upend Global Markeaty 26, 2022.


https://on24static.akamaized.net/event/37/45/13/9/rt/1/documents/resourceList1651658389791/asianlngwebinarpresentationslides1651658374992.pdf
https://www.bloomberg.com/news/articles/2022-07-26/china-going-quiet-on-lng-hides-risk-that-may-upend-global-market
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China: Major LNG Demand Drivers

e e
Buildout of LNG regas and High LNG prices and tight
storage capacity L global supply
-
Addition of 85GW of gas-fired Ramp-up of domestic coal
L power generation by 2025 L production and use
High anticipated industrial Acceleration of plans for new
demand growth pipeline gas import capacity
Strong macroeconomic Rapid growth in renewables
fundamentals capacity
p . p
South Asia

The main South Asian LNG markets of India, Pakistan, and Bangladese also
expected to be significant drivers of LNG demand growth in the coming decades, but
LNG imports are becoming financially unsustainable. India witnessed a steep 10%
yly drop in LNG importsin the first half of 2022 (see Figure 14 beloy, as the

country undergoes a resurgence of domestic gas production and power and refining
sectors shift to cheaper fuels.
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Source: IHS Markit; BP Statistical Review of World Energy 2022.

The IEA anticipates that India will meet roughly twethirds of its incremental gas

demand through 2025 with domestically produced gas, with the remainder met by

Ei DT OOAA ,.'8 .1 0AAT Uh OEA )% A@GPAAOO OEA AT O1 OOU
remain below ab A A E  E las highpriges di¥courage greater LNG use in the years

(@)1
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ahead sep Figure 14 abovp24 EEO OOCCAOOO OEAO )1 AEA8O AT T OAT , .
remain flat or even decline in the years ahead.

LNG deliveries to Pakistarand Bangladeshn the first seven months 02022,
meanwhile,are down 8% and 4% yly, respectively Butevenmaintaining these LNG
import levels to avoid fuel shortages and power outages has incurred significant
fiscal stress. Both countries have avoided spot market purchases, optimgtead to
maximize cargoes delivered under longerm contracts (see Figure 15 beloy.

In Bangladesh, for example, stateun LNG importer Petrobangla announced a plan
in May 2022 to purchase 18 LNG cargoes from the spot market over the July
December 2022 riod.43 In July, however, Petrobangla reversed course and said it
would not purchase any spot cargoes for the next several months due to
skyrocketing prices44 This is despite the fact that energy demand in the country is
soaring to summer peaks, and theountry has instituted nationwide load-shedding
measures that could remain until winter4s

As a result of soaring LNG price$, AT C1 AING @rpditill is expected to
skyrocket to Taka 40,000 crore (US$4.6 billion) by June 2022more than double
the previous fiscal years Government ga’sAsu’bsAidies have risen 54%y to Tk.

82,745 crore (US$9.4 bilions’ OOOAET ET ¢ OEA EAAAOAI cCci OAOT 1 AT 060 £EE
AT A AAAPATET ¢ OEA AT O1 OOUB8O AOOOAT Au AT A £l OAECT Acg

Figure 15: Bangladestind Pakstan LNGot Market Purchases; Annual

LNG Imports
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South Asian countries are also struggling with the energy insecurity of LNG import
dependence. Contracted suppliers Eni and Gunvor have defaulted on LNG cargo

42 |EA.Gas Market Report, Q2022, p. 39 July 2022.

43 The Financial ExpressBD plans to import 18 LNG cargoes from spot mk¥lay 31, 2022.

44 Reuters.Bangladesh halts expensive spot LNG imports despite loatiedding.duly 20, 2022.
45 Reuters.Bangladesh halts expensive spot LNG imports despite loatiedding.July 20, 2022.
46 |EEFA.Global LNG outlooks point to rough waters ahead for Bangladeshune 9, 2022.

47 |EEFA.Global LNG outlooks pointo rough waters ahead for Bangladesilune 9, 2022.


https://iea.blob.core.windows.net/assets/c7e74868-30fd-440c-a616-488215894356/GasMarketReport%2CQ3-2022.pdf
https://thefinancialexpress.com.bd/trade/bd-plans-to-import-18-lng-cargoes-from-spot-mkt-1653963887
https://www.reuters.com/article/bangladesh-lng-power-idAFL1N2Z10R7
https://www.reuters.com/article/bangladesh-lng-power-idAFL1N2Z10R7
https://ieefa.org/resources/global-lng-outlooks-point-rough-waters-ahead-bangladesh
https://ieefa.org/resources/global-lng-outlooks-point-rough-waters-ahead-bangladesh
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deliveries to Pakisgan at qust 11, ti~mes sjncp 202‘!§,f9rcing I?akis}ap to issue~ o ) o o )
emergency tende® A&l O O0O0ODPDPI U8 ) 1] YT AEAh 2000EAGO0 ' AUDPOI I OE
LNG shipments to GAIL India Ltd. between May and July 2022.

Non-delivery of cargoes results in fuel shortages. Pakistan has imposed nationwide

load shedding of up to 14 hours per day, as ¢hgeneration shortfall reaches 8 GW.

Gas rationing to the textile sector has resulted in a loss of US$1 billion in export

I OAAOOG8 ''), YT AEA , OAs8h )T AEAGO 1 AOCAOO GCAO AEOOOE
cutting supplies to fertilizer and industrial sedors.50

Faced with limited supplies, countries have been forced to purchase LNG volumes at
exorbitant prices when they are available. Pakistan was able to secure spot market
volumes from Mayto June 2022 at prices between US$24.1%51.78/MMBtu.51 This is
roughly 2-3 times what the country would have paid for cancelled longerm

contract volumes. In June, GAIL purchased a spot market cargo for US$38/MMBtu,
well above its contracted prices of US$:24/MMBtu. 52

Recently, however, attempts to buy LNG from spot ankets have failed to attract any

bids. In a tender for 10 spot cargoes from July to September, statesned LNG buyer

Pakistan LNG Ltd. received no bids.This was the fourth straight unawarded LNG

OAT AAO ET O0AEEOOAT h 0OO0CC AobsOnay s@urt tofalloder OEA Al O OOU
the rest of the year. In India, a recent spot market tender from IndianQil also

reportedly received zero bids?4

Qu
(@)

Long-term contracts at affordable prices are also difficult to find. In June, Pakistani

officials expressed interested in signing a 3@ear LNG supply contract to reduce

exposure to volatile spot marketss But oil-linked contracts are reportedly 75%

more expensive than one year ag®, meaning that such a contract would risk

locking-in high prices forthree decades. Pakistan recently launched a tender for a

six-year LNG contract, though it remains to be seen if this will attract affordable

AEAO8 )1 AEAGO 1 AOCAOGO ,.' EI bBi OOAO 0AOGOITAO ,.' OA?Z
supply contract for 1 mtpa due tothe surge in oitlinked contract prices5?

OAEEOOAT 80 O1 OAl ,.' EIDPI OO AEIT EO AgbAAOAA O EEC
US$2.6 billion inFY2020. Meanwhile, price increases have nearly doubled the

AAOGEAI T x OEIT OOACAO EIT (Oabt bhie®yd@aksts BB utiidsdO OAAOTI O T OAO OF
have reportedly already disconnected ga$ired power plants due to nonpayment

48 Many speculate that defaulted cargoes were rerouted to higher priced markets elsewhere,
though neither company has confirmed speculation.

49 Bloomberg.India Scampers for LNG as E&azprom Unit Falters on Spplies. August 4, 2022.

50 Reuters.India's GAIL rationing gas as former Gazprom unit cuts supplieAugust 2, 2022.

51 The News International.Pakistan secures 6 LNG spot cargoes for Mdyne April 22, 2022.

52 Reuters.India's GAIL rationing gas as former Gazprom unit cuts supplieAugust 2, 2022.
s3Bloomberg.0 AEEOOAT 60 Ap "EITEIT " AO 4JuyAZoge. &1 15 O 71 O0AT %l AOC
54 Economic TimesSurge in natural gas imports by Europe hits India's supplieAugust 3, 2022.
55 Bloomberg.Pakistan Plans to Sign a Lorgerm LNG Deal to Ease Gas Shortadene 1, 2022.
5 Bloomberg.Long-Term Gas Deals Become Pricey as World Moves to Quit RusAfril 21, 2022.
57 Reuters.India's Petronet delays plan for 1mtp LNG deal amid high price®ugust 5, 2022.

58 Business RecorderGas sector circular debt nearly doubled in 3 yeardune 10, 2022.


https://www.bloomberg.com/news/articles/2022-08-04/india-scampers-for-lng-as-ex-gazprom-unit-falters-on-supplies?utm_medium=social&cmpid%3D=socialflow-twitter-energy&utm_campaign=socialflow-organic&utm_source=twitter&utm_content=energy
https://www.reuters.com/business/energy/indias-gail-rationing-gas-former-gazporm-unit-cuts-supplies-2022-08-01/
https://www.thenews.com.pk/print/952208-pakistan-secures-6-lng-spot-cargoes-for-may-june
https://www.reuters.com/business/energy/indias-gail-rationing-gas-former-gazporm-unit-cuts-supplies-2022-08-01/
https://www.bloomberg.com/news/articles/2022-07-07/pakistan-s-1-billion-gas-tender-flop-to-worsen-energy-crisis
https://economictimes.indiatimes.com/industry/energy/oil-gas/surge-in-natural-gas-imports-by-europe-hits-indias-supplies/articleshow/93283935.cms
https://www.bloomberg.com/news/articles/2022-06-01/pakistan-plans-to-sign-a-long-term-lng-deal-to-ease-gas-shortage
https://www.bloomberg.com/news/articles/2022-04-21/long-term-gas-deals-become-pricey-as-world-moves-to-quit-russia#xj4y7vzkg
https://www.reuters.com/business/energy/indias-petronet-delays-plan-1mtp-lng-deal-amid-high-prices-2022-08-05/
https://www.brecorder.com/news/40179164
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issues and the buildup of debt5® While these connections may be renewed or
legally challenged, such difficulties demonstrate how cashflow sitages and high
LNG prices may impede the financial sustainability of lonrgerm LNG imports in
Pakistan.

In all three South Asian markets, high LNG prices and supply shortages have
crimped gas demand from the power sector. In Bangladesh, for example, gapply
to power plants has fallen to 900 million cubic feet (mmcf) from 1,600 mmcR In
late January and early February, between 480% of gas capacity was offline and
stranded due to limitations on gas supply?

In Pakistan,6x * 7 1 £ OEA A lorail pnw@rtdpacityloE28GWANGs been

offline due to fuel shortages, primarily at gadired plants.2 And in India, LNG

demand from the power and refining sectors has been particularly elastic, falling to

their lowest levels since 20193 Out of the countU 8 © x cuv' 7 | HredOAEI AAT A CAO
generation capacity, 16GW had utilization rates of less than 20%. The average

utilization of gas-fired power plants declined to just 18% in 2021, due to high LNG

prices and nonravailability of domestic gas.

Figure 16: Bangdesh Stranded Gas Capacity Due to Fuel Shortages
(Left); Average Gas Power Utilization in Ind{Right)
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Source: IEEFA, Bangladesh Power Development Bid& d)arkit.

India and Bangladesh are facing renewed calls to boost domestic gas protioic to
avoid high global LNG pricesdNew gas developmentsn India in 2020 and 2021
boosted domestic gas production 17% y/y in 2021. Meanwhile, LNG imports
declined by 6% y/y in 2021 due to increased domestic production and high spot
LNG prices in the seand half of the year4 An increase in domestic gas production is

59 S&P GlobalFuel shortages hit nearly a quarter of Pakistan's operational powergnts. July 20,
2022.

60 The GeopoliticsDealing with the Impact of Global Energy Crisis on Bangladeshuly 20, 2022.
61 [EEFA.Global LNG outlooks point to rough waters ahead for Bangladeshune 9, 2022.

62 S&P GlobalFuel shortages hit nearly a quarter of Pakistan's operational power plantduly 20,
2022.

63 S&P GlobalAsia Pacific Medium Term LNG OutlooMay 5, 2022.

64 |HS Markit. India LNG Market Report. July 2022.


https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/energy-transition/072022-fuel-shortages-hit-nearly-a-quarter-of-pakistans-operational-power-plants
https://thegeopolitics.com/dealing-with-the-impact-of-global-energy-crisis-on-bangladesh/
https://ieefa.org/resources/global-lng-outlooks-point-rough-waters-ahead-bangladesh
https://www.spglobal.com/commodityinsights/en/market-insights/latest-news/energy-transition/072022-fuel-shortages-hit-nearly-a-quarter-of-pakistans-operational-power-plants
https://on24static.akamaized.net/event/37/45/13/9/rt/1/documents/resourceList1651658389791/asianlngwebinarpresentationslides1651658374992.pdf
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xEAAT U AGPAAOGAA O 1EIi EO GBéglaeshhaddsol £ )1 AEASO
faced renewed pressure to develop domestic gas reservésyhich are estimated to
contain a potential 200 trillion cubic feet (Tcf) of gase?

Wind and solar are also gaining traction in all three South Asian markets.
Investment in renewable energy capacity in India surged to a record US$14.5 billion
in the 2021-22 fiscal yearts8 Total capacity additions reached 5.5GW, up 50% from
the previous year. In 2022, renewables growth continued, with 3.3GW of
renewables added to the grid compared to zero new thermal additions. In June
2022, the government announced a 4GW offshore wind tender, towards the goal of
deploying 450GW of renewables capacity by 203€

Indian companies are also taking measures to reduce gas demand in Aoower
sectors through the expansion of green hydrogen. In June 2022, Indian renewable
energy developer ACME signed a memorandum of understandingylQU) with the
state government of Karnataka to develop a US$7 billion integrated solar to green
hydrogen to green ammonia facility that will produce 1.2 mtpa of green hydrogen by
2027. Also in June, TotalEnergies announced a partnership with Adani Group
subsidiary Adani New Industries Limited to invest US$50 billion in 10 years to
produce green hydroger®

In Pakistan, the government is set to announce a new solar policy that aims to
deploy 7-10GW of additional residential and utility-scale solarcapacity by next
summer’t The aim of the policy is specifically to reduce dependence on imported
coal and LNG, reduce energy costs, and improve energy security. The government
reportedly aims to increase domestic energy selufficiency to 90% by 2030, up
from 40% today.”2 The erosion of LNG as an affordable and reliable energy source
are spurring policies that may permanently dent LNG demand growth in Pakistan
and the broader South Asia region.

65 |HS Markit.India LNG Market Report. July @22.

66 The Daily StarEnergy crisis: Govt strategy to blame, not waduly 25, 2022.

67 World Bank.In the Dark: How Much Do Power Sector Distortions Cost South Asi@?82. 2019.
68 [IEEFA.Record US$14.5 billion investment in Indian renewable energy sector in last financial
year.June 9, 2022.

69 BQ Prime.ndia Announces Plan To Conduct Offshore Wind Auctions Ir43Months.June 9,
2022,

70 [EEFA.The race for newgeneration clean energy technologies in Indiauly 11, 2022.

71 Dawn.Govt to explore solar options amid high energy costs, zero LNGuly 8, 2022.

72 Profit Pakistan.Govt all set to introduce policy orsolar panels, equipment manufacturingJuly
17, 2022.


https://www.thedailystar.net/news/bangladesh/news/energy-crisis-govt-strategy-blame-not-war-3078376
https://openknowledge.worldbank.org/handle/10986/30923
https://ieefa.org/articles/record-us145-billion-investment-indian-renewable-energy-sector-last-financial-year
https://ieefa.org/articles/record-us145-billion-investment-indian-renewable-energy-sector-last-financial-year
https://www.bqprime.com/business/india-announces-plan-to-conduct-offshore-wind-auctions-in-3-4-months
https://ieefa.org/resources/ieefa-race-new-generation-clean-energy-technologies-india
https://www.dawn.com/news/1698797/govt-to-explore-solar-options-amid-high-energy-costs-zero-lng
https://profit.pakistantoday.com.pk/2022/07/17/govt-all-set-to-introduce-policy-on-solar-panels-equipment-manufacturing/
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South Asia: Major LNG Demand Drivers
High anticipated GDP and Unaffordability of LNG and
population growth high spot market exposure
Growth of industrial and city Unsustainable subsidy
gas demand (IN) burdens due to LNG costs
Government support for LNG Price elasticity in power and
to replace coal as baseload refining sectors
Declining domestic gas Acceleration of renewables
production (BD and PK) and upstream gas production
Southeast Asia
Southeast Asia is also viewed by the LNGA OO OOU AC I £ OEA x1 01 A0 1 AC
sources oflong-term demand growth. Alongside LNG importing countries like
Thailand, prospective markets like the Philippines and Vietnam have large proposed
pipelines of LNG terminals and LN&@o-power projects. Both ountries, however,
have faced multiyear difficulties in getting new LNG projects built. An inability to
secure LNG volumes at competitive prices is likely to delay projects further.
Thailand is the largest gas consumer in Southeast Asia. Faced with deickin
domestic gas production and reduced pipeline gas imports from Myanmar, Thailand
has been forced to purchase expensive LNfem spot marketsto maintain its gas
based economy.
In 20'22~, LNQ vimpoﬂrts‘ through June irJC(eqsed by 1~.3 mtpa qomp_aredZQZl. Asa o
OAOGOI 6h OEA AT 01 OOU ZEZAAAOG A OPAOAEAAAO OOI Oi 6 1T /&£ EECE

access to cheaper domestic or piped suppli€&Gas prices to the power sector have
more than doubled compared to April 202174 The country purchased LNG cargoes
for August delivery for over US$40/MMBtu and will likely have to pay more for
volumes in winter 2022. Power tariffs in Thailand have also reached their highest
level ever, as expensive fuel import costs aggassed to endusers’s

73 Reuters.Analysis: Thailand faces perfect storm as it seeks more LNG suparch 15, 2022.
74 |HS Markit. Domestic gas prices in Thailand double as LNG imports risAugust 5, 2022.
75 Bangkok PostElectricity bills to surge as power tariff hits alttime high. June 20, 2022.


https://www.reuters.com/business/energy/thailand-faces-perfect-storm-it-seeks-more-lng-supply-2022-03-16/
https://www.bangkokpost.com/business/2329638/electricity-bills-to-surge-as-power-tariff-hits-all-time-high
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Figure 17: Thailand LNI@&ports are Rising in 2022; Thailand Natural Gas

Supply by Source
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Source: IHS Markit; BP Statistical Review of World Energy.

In June, however, Bloomberg reported that Thailand would cut LNG imports from
the spot market due to unaffordableprices. And n July, spot purchases dropped

75% month-on-month, and 85% from a record volume of spot cargoes in May 2022.
Instead, the country has turned to cheaper options, such as diesel and fuel oil, while
postponing the planned shutdown of several codfired power plants.

The prospective LNG markets of Vietnam and the Philippines were anticipated to
bring their first LNG import terminals online in 2022. Vietnam still aims to
commission an LNG terminal at Thi Vai in the fourth quarter, with commercial
operations in 2023. While some expect commissioning to be delayed into next year,
high spot market prices mean the terminal could go underutilized even if it does
enter service76

Volatile pricesare also complicating negotiations on power purchasagreements

(PPAs)for new LNG projects, which are already fraught with uncertaintyln June,

6EAOT AT 6O 00OEI A -ETEOCOAO POAI EAT U AgDOAOGOAA AiI T AAOI
imported LNG due to high prices’( ECE A£O0A1T DPOEAAO EAOA O1 AAOI ET AA OE!/
ability to finalize long-term power sector plans.

In the Philippines, a terminal project led by First Gen Corporation aimed to come

online in the third quarter of 2022. In June, the company announced that the project
would be pushed back until at least the thirdquarter of 2023 due to unspecified

6 Energy Intelligence High LNG Prices Threaten Plans to Open New Markelarch 22, 2022.
77 Dautu Online# E A t xdng Quy hoA E niVEI [Power planning VIII has not been finalized
yet]. June 18, 2022.


https://www.energyintel.com/0000017f-aab4-de65-afff-effd27f10000
https://baodautu.vn/chua-chot-xong-quy-hoach-dien-viii-d167940.html































