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(1) Overview

The author addresses Europe’s future energy security in terms of natural gas demand, production and imports. Europe’s gas demand will continue to grow in a decarbonizing world, and with the irreversible decline in European production already beginning and likely to accelerate later this decade, imports will necessarily rise. We estimate European gas demand and production to 2030, noting that the wild card will be how much gas is used in power generation. The questions to be raised are of a strategic competitive and logistical nature, and include how much gas will be imported and where will it come from. What volumes will arrive by pipeline and what volumes as liquefied natural gas (LNG)? What competitive forces outside Europe will affect future LNG and gas pipeline deliveries? We examine the prospects for Russian and non-Russian pipeline imports as well as the prospects for increased LNG receiving capacity. This paper is part of an ongoing assessment effort.  
(2)  Methods

Based on our research and survey of the literature, and after discussions with industry experts, we offer our own informed judgments and projections.

(3)  Results

OECD Europe’s dependence on natural gas imports will increase by nearly 50 percent to 2030. There is no anticipated future shortage of natural, as both pipeline and LNG capacities are expanding, despite rising development costs. The balance may be fairly tight, however, to 2015. Any obstacles to Europe’s future gas security are more likely to arise from geopolitical tensions between European gas-buying countries and non-European gas-selling countries, rather than from any shortage of natural gas itself. If gas prices rise in the future, gas may play a smaller role than presently anticipated in power generation despite Europe’s commitment to low carbon outcomes.
OECD Europe Gas Balance to 2030

(bcm/y)

	
	2006
	2015
	2030

	Demand*
	536
	640 - 651
	760 - 800

	Supply
	503
	748 - 770
	866 - 990 

	     Indigenous Production
	294
	292
	150 - 250

	            Non-OECD Imports
	266
	456 - 478
	716 - 740

	              Pipeline  
	209
	**316 - 338
	**476 - 500

	              LNG  
	57
	**140
	**240



* Statistical discrepancy. Data inaccuracies prevent 2006 total to add – this extra 

24 bcm for 2006 is not traceable.  ** Potential imports, not forecast shipments.

Source: Author’s estimates, IEA Natural Gas Market Review 2007, BP Statistical 

Review of World Energy 2007, and other published estimates.
(4)  Conclusions
· OECD Europe’s gas demand will rise from about 536 bcm in 2006 to 760-800 bcm in 2030, even as domestic production falls from just under 300 bcm in 2006 to 150-250 bcm in 2030. 
· OECD Europe’s future gas consumption will be adequately covered, albeit increasingly by non-OECD pipeline and LNG imports amounting to 716-740 bcm in 2030, compared with imports of 266 bcm in 2006. The gas balance will show more adequacy in 2030 than in 2015.
· Europe will face a gas supplier oligopoly, with pipeline supplies coming from Russia and North Africa, and LNG from exporters primarily in the Atlantic basin and the Middle East. We do not expect these suppliers as a group to develop an effective gas-exporting cartel to push prices up, since their numbers, interests, perspectives, and alternatives vary widely.
· Russian gas exports to Europe will rise nearly 50 percent, from 152 bcm in 2006 to as much as 220 bcm/y in 2030. Moscow will be able to continue to exert market power, particularly in the northern European gas market. Europe’s percentage dependence on Russia for meeting demand, however, is likely to remain at about current levels, in view of the expected rise in imports from other countries.

· Pipelines from North Africa, currently under construction or expansion, are likely to deliver large quantities of gas in the future. North African pipeline capacity is expected to exceed 100 bcm in 2030, compared with pipeline exports in 2006 of 44 bcm.
· LNG imports to Europe are expected to rise more than four-fold, with imports from a variety of LNG producers reaching 240 bcm in 2030 from 57 bcm in 2006.

· LNG will increasingly become a baseload source of gas in Europe.

· Despite rising construction costs in recent years, there is a risk of overbuilding European LNG receiving terminals. These are expanding more rapidly than is liquefaction capacity elsewhere in the world. A number of proposed regasification terminals may ultimately not be built.
· Liquefaction capacity is expanding, subject to delays and rising costs, but at a rate far slower than receiving terminal expansion. A number of new liquefaction projects have been proposed, but their realization is far from certain.
(5)
Selected Sources 


Alverà, Marco. ENI presentation at the UBS Dubai Conference, September 25, 2007.

Anonymous. “French LNG Terminal Report Coming Soon,” World Gas Intelligence, Vol. XIX, No. 9, February 

27, 2008.


__________. “Laying the pipes.” Petroleum Economist. October 2007. 


European Commission. “The development of natural gas corridors to Europe: Long term trends, priority 


infrastructures and policy options.” October 2006. 

ExxonMobil. “The Outlook for Energy: a View to 2030.” 2007.

Global LNG Info. “World’s LNG Plants and Terminals. February 2008.

Herron, Thomas. “LNG Project Delays Set to Lift 2008 Global Gas Prices.” Dow Jones Newswires, Feb. 7, 
2008.

International Energy Agency. World Energy Outlook 2007. OECD: Paris, 2007.

_______________________. Natural Gas Market Review 2007. OECD: Paris, 2007.

Jensen, James T. “Special Report: Global LNG trade to 2020 marked by uncertainty.” Oil & Gas Journal. Vol. 

196, Iss. 8, February 25, 2008.

King & Spaulding. “LNG in Europe.” June 30, 2006.

Kjärstad, Jan and F. Johnsson. “Prospects of the European gas market.” Energy Policy. Vol. 35, 2007.

Observatoire Méditerrannéan de L’Energie. “Natural Gas: Supply and Market Security Issues – 



Europe and its Suppliers.” OME Discussion Paper. June 2007.

Palm, Thomas Fredrik. “The Future of LNG in Europe and the potential impact on the market power of the gas 

suppliers.” Norwegian School of Economics and Business Administration. May 2007.

Sen, Colleen Taylor. “IEA: Global LNG imports will quadruple by 2030.” LNG Observer. January 3, 2005.
Stern, Jonathan. “The New Security Environment for European Gas: Worsening Geopolitics and Increasing Global 

Competition for LNG.” Oxford Institute for Energy Studies. October 2005.

True, Warren. “Special Report: LNG questions loom amid wave of project completions.” Oil & Gas Journal. Vol. 

106, Iss. 1. January 2007.

___________ and Colleen Taylor Sen. “LNG construction projects, plans move ahead, buck cost 



pressures.” LNG Observer. October 1, 2007.

U.S. Department of Energy. Energy Information Agency. International Energy Outlook 2007. 

Wood, David. “Special Report: Lenders Likely to Tighten LNG Project Financing.” Oil & Gas Journal. Vol. 106,  

Iss. 8. February 25, 2008.






