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EMERGING MARKET 
DYNAMICS IN EAST ASIA (1)

 Demand in Japan and China

oNuclear plants

oEnergy mix target

oEconomic growth, pollutions, shale

 East Asia targets more flexible spot indexed contracts

oDebates on destination clauses

oGas hubs are under construction or planned 

oOil indexation

 Gas markets are being liberalizing



EMERGING MARKET 
DYNAMICS IN EAST ASIA (2)

 Flexible supply 

oGas-on-gas competition, portfolio players, short term 
contracts

oUS LNG export

 Potential gas and LNG battle field, after Europe

oChina-Russia gas pipeline

 Challenges in major suppliers

oQatar 

oAustralia



DEMAND UNCERTAINTIES
--HIGH GAS DEMAND FROM CHINA
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Description Parameter 2020 2025 2030 2035

Low Demand Scenario Consumption 269 327 381 450*
IEA WEO 2015 NPS Consumption 315 403 483 546

High demand scenario Consumption 334 431 540 620

-0.5

0

0.5

1

1.5

2

2.5

2015 2020 2025 2030 2035

Henry Hub Germany United Kingdom

Australia West Japan China

Shi, X., Variam, H., & Tao, Y., 2017. Global impact of uncertainties in China's gas 

market. Energy Policy, 104:382-394 
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Since the late 1980s
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GAS PRICING MECHANISMS

Asia – oil-linked LNG market

GoG vs. Oil-Linked Markets

Share of spot trade is growing

GoG Priced in Total Imports

Europe – a hybrid market

North America – a spot market

World average/2015: ~45%

Asia-Pacific average: ~18%

In Asia Pacific, growth is slower
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LNG PRICING REFORM
--MARKET FAILURE BY OIL INDEXATION
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MOMENTUM FOR OIL 
INDEXATION
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ROLE OF TAKE-OR-PAY
--LOWER DEMAND OF CHINA
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QUEST FOR GAS TRADING HUBS

Asia Premium (IEA, 2014)

Motivations

Pricing power (Tong et al., 2014)

Inter-hub competition (IEA, 2013)

LNG Prices

LNG Prices

LNG Prices

Gas Prices

East Asia in the process of 

creating its own regional gas 

pricing through the establishment 

of gas trading hubs.



IMPACT OF HUB INDEXATION 
--MAJOR GAS PRICES, US$/ MMBTU

Hub price vs Base 
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AUSTRALIA’S PROBLEM
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KEY QUESTIONS

 What is the outlook of gas market and its implications for East Asia? 

What are the drivers of gas demand in Asia? 

 Can gas compete with coal and renewables in Asian energy markets, 

in different time horizon? 

 What the emerging changes of gas trade practice, such as shorter and 

more flexible terms?  What are their implications?

 What the progress and plan for Russia gas industry that may have 

impact on East Asian market？

 How has East Asia responded and is going to response to the gas 

market dynamics?
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