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► US as major producer, Australia LNG 
exporter, demand shift

► Iraq and Mozambique emerging 
producers
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► +40-60% increase 2040 (~5,800 bcm) 

► Supply needs to grow x2 to meet 
demand

► Coal-to-gas switching – “quick 
wins” for global emissions 
reductions

► Regional / segment focus

► New projects in different countries

► OPEC’s agreement – Saudi Arabia and 
Russia will decrease production

► Warmer weather and renewables

► Temporary recession – coronavirus 
impact

► Drastic drops in prices due to 
oversupply and uncertainty

► Spot gaining weight over LT contracts 

► Link LNG-oil prices weakens over time 
– new price formation

► BS financing over project finance

Change in 
Global 

fundamentals

Source: EY
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Enterprise focus areas 

& testing, Inventory impact analysis Liquidity Forecasting Models







Victor Perez, EY:  There are different, but interrelated, macroeconomic and business environmental risks that may be considered:
► Temporary weakness in economic growth – intensified by Covid-19 crisis – in the USA, Europe and China will hit the demand. As reference, China suffered a 

reduction of -9% in LNG imports between January and February 2020
► Need of infrastructures – large investments, especially for LNG, as it requires large-scale shipping and costly liquefaction and regasification infrastructure. 

Currently facing Covid-19 pandemic, many projects are delayed
► New financing structures to provide visibility on revenues, different than L/T contracts due to the switch to spot markets
► Political risks – different actors with different objectives (Middle East tensions, US election cycle, etc.). Also, in many countries, specially gas-importers from 

Asia, gas need a supporting policy push in order to displace other energies such as coal.
- It seems this trend to support “clean air” can be accelerated after Covid-19

► Price competitiveness – crucial to develop in price-sensitive markets, requiring enough and flexible supply from trade, and governments to create the 
conditions for competition and fair access 

All these aspects can provide an opportunity for those companies with a fit operating model to capture maximum value from every molecule of gas

Answer: Rajeev Mathur, ED GAIL:  Short-term outlook for Indian gas sector will largely depend on how swiftly government’s actions contain the coronavirus 
outbreak, rate of success, and how long the impact of COVID-19 will last on economic activities. Gas demand is expected to bounce back when people can 
return to work, but it is difficult to gauge when the factories and plants can return to full production. Although normalcy is expected in the major segments such as 
Fertilizer, Power and Refinery to reach Feb 2020 consumption level, however, MSME sector is expected to take longer time to return to business-as-usual mode.
According to recent IEA study, global natural gas demand could decrease by 5% in 2020 wherein Natural gas consumption is expected to fall in every sector and 
region in 2020. In India, in mid-April a fall in sales of about 30% was witnessed since the imposition of a national lockdown, yet it is anticipated a recovery in the 
near term as consumption recovers in the fertiliser industry – the largest consumer of natural gas. According to various estimates available, it is expected that 
over 20% demand will be reduced in the lockdown period. Studies suggests that gas demand is expected to ramp up when industry will start to normalise after 
COVID 19 yet “New Normal” of natural gas demand is expected to be 10 -12% lower in next one year than the pre-lockdown period.



Rajeev Mathur, ED GAIL: Gas is primarily an alternate fuel with lots of advantages over other fuels. Across the globe, power sector is the primary 
anchor consumer for gas sector. But in India, natural gas is forced to compete with cheap coal-based power due to unfavourable policy. Falling RE based power 
prices and development in battery storage is gradually emerging as a major threat to gas-based power sector. 

Indian CGD sector has growth potential but domestic PNG can’t compete with subsidized LPG due to initial high cost of installation. Also, Indian industrial 
consumers are used to low cost liquid and solid fuel (e.g. Coal, Petcoke, FO) and not willing to switch to cleaner fuel due to cheaper alternatives and high initial 
installation cost for industrial PNG. Focus on environmental pollution and the cost of externality generating due to the usage of polluting fuels may improve the 
bleak scenario of natural gas in Industry cluster. Further, LNG based heavy transportation also have huge potential but needs policy push in terms of tax 
incentives. 

Slowdown of economic activity might be a dampener to the current infrastructure build drive and may threat future gas demand. India need favourable policy 
incentive for gas infrastructure developers including implementation of rationalized tariff mechanism for building nationwide gas infrastructure.



Disclaimer

This note has been prepared by Ernst & Young LLP (‘EY’) on the basis of publicly available information and information provided by the 
various participants / panellists in group discussion organized by EY. The information has not been analysed or independently verified by 
EY. Neither EY, nor any person associated with it, makes any expressed or implied representation or warranty with respect to the
sufficiency, accuracy, completeness or reasonableness of the information set forth in this note, nor do they owe any duty of care to any 
recipient of this note in relation to this note, and unless specifically pre-agreed in writing, in relation to any other information which a 
recipient of this note is provided with at any time. EY is not liable for any loss or damage howsoever caused by relying on the information 
provided in this document. 

This publication contains information in summary form and is therefore intended for general guidance only. It is not intended to be a 
substitute for detailed research or the exercise of professional judgment. Neither EY LLP nor any other member of the global Ernst & 
Young organization can accept any responsibility for loss occasioned to any person acting or refraining from action as a result of any 
material in this publication. On any specific matter, reference should be made to the appropriate advisor.




