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Unconventional gas is structurally changing global gas markets

according to a new World Energy Council report

Johannesburg - Embargo 15 February 10.01am GMT: The growth of unconventional gas
is spreading across the world with major implications over many years for markets and
prices according to a new World Energy Council study ‘Unconventional gas, a global
phenomenon,” which looks at where and how fast the revolution is taking place.

The study, developed with project partner Accenture Strategy, says that despite an uncertain
price environment, the magnitude and speed of change is not only influencing the United
States market, but also other markets including countries such as China, Argentina and
Algeria which have similar potential as the U.S. in shale gas production. Also, countries such
as Mexico, Saudi Arabia, South Africa, Poland and Turkey are mentioned in the study as
having significant potential for shale gas development.

Christoph Frei, Secretary General, World Energy Council, said: “Unconventional gas is
causing a shift in the dynamics of the natural gas market which will be felt for many decades
to come. Its spread around the world is being accelerated because it can make gas more
affordable to consumers and reduce concerns about the security of supply.

“So far, the surprising resilience of the U.S. shale gas market has led the way in the shale
gas boom, and whilst other countries may not have the unique characteristics of the U.S.,
they will learn how to become LNG producers or exporters which will change the global
dynamics of energy.”

The study identifies three emerging global trends:

e Shifting portfolio allocations: current price uncertainties are resulting in operators
shifting their capital to more flexible, shorter-cycle investments rather than in deep well
projects which is exemplified by the United States.

¢ International growth of unconventional gas operators: new operators across the
world are realising the global opportunities and bringing new supplies to the markets
such as China, Australia and Argentina which will have an effect on markets before
2020.

¢ Interconnected markets: excess supplies in some countries have led to price
normalisation and other structural shifts that are making the market more global and
transparent across the three main regional hubs of Asia, Europe and North America.
Lower oil prices and weakened Asian demand has resulted in the virtual disappearance
of the price spread between the Japanese LNG and UK markets in 2016. Additionally,
U.S. prices remain depressed due to the continued build-up of domestic supplies.


https://www.accenture.com/us-en/strategy-index

In order to realise the full potential of the global gas phenomenon, the study goes on to
highlight the need for certain decisive interventions to alleviate uncertainty in the market:

¢ Industry: Bring a higher degree of focus to portfolio allocation, risk management,
and efficiency and continue to seek new and innovative investment partnerships to
deliver projects.

o Policymakers: Establish policies that promote a liquid market and competition
needed for security of supply and the formation of clear price signals.

e Consumers: Evaluate the economic and environmental benefits of diversifying
energy assets with natural gas in power, industry, transportation, and chemicals and
consider innovative investment partnerships to secure supplies.

In addition, the study says that there are also society and environmental concerns which
national oil companies are best placed to address and thereby puts them in a prime positon
to take advantage of growth opportunities.

Christoph Frei said: “Already, the rapid growth in unconventional gas has significantly
disrupted global trade flows. With concerns about affordability and security driving
exploration into unconventional resources outside of North America, unconventional gas will
continue to be a key factor in how the world energy market develops.

“In particular, continued growth in the U.S. and Australia will significantly influence the
balance of supply and demand with Argentina, China and Saudi Arabia emerging as
unconventional gas producers out to 2020-2025.”

Melissa Stark, managing director, Energy industry group, Accenture, and co-author of
the report, added: “The report emphasises the smooth nature and optionality of the U.S.
shale gas supply. The U.S. LNG exports are very different from any supply we have seen
before because this supply can come on-stream very quickly in response to market demand
and prices. This LNG supply is driving fundamental changes and commercial innovation in
the global LNG market.”

The rapid growth of unconventional gas is demonstrated by the U.S. - in December 2015
49% of its gas supplies came from unconventional gas and by 2019 it is predicted that U.S.
LNG supplies will account for one fifth of global capacity and that the U.S. will be the third
largest LNG exporter.

The study, which is the work of leading industry and academic experts from across the world
who are part of the Council’'s Natural Gas Knowledge Network, will be launched at the Africa
Gas Forum during the Africa Energy Indaba on Monday 15 February.

‘Unconventional gas, a global phenomenon’ is one of 15 Knowledge Networks studies for
the World Energy Resources flagship study which will be presented at the 23™ World Energy
Congress in Istanbul, Turkey in October 2016.

For the full report see: https://www.worldenergy.org/publications/2016/
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Notes to Editors
About the World Energy Council

The World Energy Council is the principal impartial network of leaders and practitioners
promoting an affordable, stable and environmentally sensitive energy system for the greatest
benefit of all. Formed in 1923, the World Energy Council is the UN-accredited global energy
body, representing the entire energy spectrum, with more than 3000 member organisations
located in over 90 countries and drawn from governments, private and state corporations,
academia, NGOs and energy-related stakeholders. The Council informs global, regional and
national energy strategies by hosting high-level events, publishing authoritative studies, and
working through its extensive member network to facilitate the world’s energy policy
dialogue.

Further details at www.worldenergy.org and @WECouncil
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