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http://www.deloitte.com/view/en_US/us/Industries/oil-gas/50cb7218eee8b310VgnVCM1000003256f70aRCRD.htm 
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• What might be the impact of 6 Bcfd of LNG exports on global 
markets? 
– How much might they affect prices here and abroad? 
– What sources might they displace? 
– Which countries benefit and which ones might be hurt? 
– How might different market assumptions affect projected impacts? 

• We analyzed the above questions using the Deloitte MarketPoint’s 
World Gas Model (WGM). 

 

Key Questions 
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• Price impact is projected to be modest in the US, but greater in 
importing countries 

– US LNG exports will narrow the price spread between the US and export markets  
– Markets can determine economic level of US exports without government 

intervention 

• US LNG exports benefit gas importers and hurt gas exporters 
– Gas importing countries benefit from gas supply cost savings  
– Gas exporting countries could suffer decline in revenues due to price erosion and/or 

supply displacement  

• Global gas markets are likely to transition away from oil-indexed 
prices to competitively set prices and US LNG exports will hasten 
that transition 

• Oil markets could also be affected due to gas substitution of oil for 
power generation  
 
 
 

Key Findings from the WGM Projections 



Copyright © 2013 Deloitte Development LLC. All rights reserved. 4 

• MarketBuilder models provide a fundamental view of future 
commodity markets and have been used by leading energy 
companies around the world over the past three decades. 

• MarketBuilder uses an iterative algorithm to simultaneously 
solve for market clearing prices and quantities for every 
region and time point in the model. 

• Each market agent seeks to maximize its own value, just 
like in the real market – this is the key differentiator from 
other solutions. 

 

MarketBuilder Models of Commodity Markets 

Price 

Quantity 

Supply 
Curves 

Demand 
Curves 

World Gas Model 

Equilibrium prices and 
quantities are 

computed for every 
market location. 
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Business As Usual 
Scenario

Competitive Response 
Scenario

No Export Case No LNG exports from US/ 
Prolonged oil-price 
indexation

No LNG exports from US/More 
competitively priced supplies

Asia Export Case 
(6 Bcfd)

2 Bcfd each to Japan, Korea, 
and India/ Prolonged oil-
price indexation

2 Bcfd each to Japan, Korea, and 
India/More competitively priced 
supplies

Europe Export Case
(6 Bcfd)

3 Bcfd each to UK and 
Spain/Prolonged oil-price 
indexation

3 Bcfd each to UK and Spain/More 
competitively priced supplies

We analyzed two market scenarios regarding pricing by current major gas exporters: 
a Business-As-Usual scenario assuming they adhere to oil-price indexation and a 
Competitive Response scenario in which they make some volumes available on 
market-based prices.  In both scenarios, new market entrants were assumed to 
competitively price their supplies.  More detailed description of the scenarios and 
assumptions can be found in the report. 

Study Analyzed the Impacts of US LNG Export to Different 
Destinations under Alternative Market Scenarios 
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Source: Federal Energy Regulatory Commission (FERC) 

U.S. LNG exports target large arbitrage opportunities 
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Global LNG Production Is Projected to Continue Strong 
Growth but Still Comprise a Fairly Small Fraction of Total 
Global Gas Supply 

Source: World Gas Model Projections, October 2012 (No US Export) 
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The structure of long-term gas contracts in some 
global markets implies a steep supply curve 

Illustration of an Aggregate Supply Curve 
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Even in the Business-As-Usual Case, Japanese Gas 
Prices Are Projected to Moderate 

Source: World Gas Model Projections, October 2012 
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Representation of Impact of Incremental Supplies on 
Prices 

More Supplies 
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Projected Price Change Due to LNG Exports 

Source: World Gas Model Projections, October 2012 
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Projected Displacement of Gas Production Volumes by 
US LNG Exports 

Source: World Gas Model Projections, October 2012 (BAU Scenario) 
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US LNG Exports Could Also Impact Potential New 
Projects and Supplies 

Source: World Gas Model Projections, October 2012 (BAU Scenario) 
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Bottom Line: US LNG exports could help gas importers 
and could hurt gas exporters 

Source: BP Statistical Review (2012) 

Source: GECF website. 



Questions? 
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This publication is solely for informational purposes. Where the results of analysis are discussed in this publication, the 
results are based on the application of economic logic and specific assumptions. These results are not intended to be 
predictions of events or future outcomes. 
  
Deloitte MarketPoint is not, by means of this publication, rendering accounting, business, financial, investment, legal, tax, or 
other professional advice or services to any person. This publication is not a substitute for such professional advice or 
services, nor should it be used as a basis for any decision or action that may affect your business. Before making any 
decision or taking any action that may affect your business, you should consult a qualified professional advisor. Deloitte 
MarketPoint shall not be responsible for any loss sustained by any person who uses or relies on this publication. 
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