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Tankers on the horizon:
Australia’s coming LNG boom

Report summary

The International Energy Agency speculates that we could be entering a “golden age of gas.” If
thatis the case Australia is set to be a key contributor to it. While much attention has been paid
to the shale gas boom in North America and prospects for the spread of the “shale gas revolution”
elsewhere, Australia has been positioning itself to emerge as a leading player in the global liquefied
natural gas (LNG) market by the end of this decade.

Australia could even displace Qatar as the number one LNG exporterin the world by 2020. At
the very least Australia will surpass major LNG exporters Indonesia and Malaysia in terms of total
liquefaction capacity. This will enable Australia, an already well-established Asia-Pacific LNG
supplier to carve out a greater role in the global LNG trade.

Gas production and LNG operations are not new to Australia. But a gas-for-export sector, in the
form of LNG, in the countryis set to grow substantially. Australia’s growing role as an LNG exporter
will be made possible by the further development of offshore conventional gas resources, and of
coal seam gas (CSG).

This new report from the Economist Intelligence Unit (EIU) analyses the dominant trends in
the development of Australia’s gas resources and details the LNG projects that will unlock these
resources for export to markets in Asia. The report will also assess the domestic and international
drivers and constraints that willimpact Australia’s ability to increase its LNG export capacity.
Despite Australia’s great LNG potential, several factors are likely to slow the pace of progress and
determine how far the country’s LNG sector will expand after 2020. This much is clear, however:
Australia is on the cusp of dramatically expanding its role as an LNG supplier to Asian markets this
decade.

Key themes

Australia and global gas supply

® Australia has abundant resources of conventional and unconventional gas to supply both
domesticand export markets. With 135 Trillion cubic feetin proved reserves, Australia is the
11th-largest holder of gas reserves in the world. Just under one-quarter of these reserves are
unconventional coal seam gas (CSG) reserves. Australia has been exporting gas in the form of LNG
for over twenty years, and future development of these reserves, both conventional offshore and
CSG, will be increasingly directed towards supplying export markets.

Australian LNG: already a player supplying Asia

® Australia has three LNG export plants operating, two in Western Australia and onein the
Northern Territory, with total capacity of 24.3m tonnes/year (t/y). All three terminals source
natural gas from offshore fields. In 2011 Australia was the fourth-largest LNG exporter by volume

- behind Qatar, Malaysia and Indonesia — accounting for 7.9% of global LNG exports. Japan
accounted for 73.4% of Australia’s LNG exports and China for 19.3% in that year. The remainder was
exported to South Korea, Taiwan, India and the Middle East.
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® Australia is not the only supplier of LNG to the growing Asian gas market. Malaysia, Indonesia,
Brunei, Oman, Nigeria, Qatar and Russia (Sakhalin Island) are also established suppliers to the
energy-hungry Asian economic giants. However, of these suppliers, Australia will initiate the
largestincrease in LNG export capacity in the coming years, and is poised to replicate the capacity
growth that Qatar achieved during the previous decade.

® Australia’s proximity to Asia provides its LNG export sector with a large and expanding market
nearby. The EIU forecasts robust gas consumption growth in Asia, increasing the regional need for
imported LNG. Operators of Australian LNG projects, both existing and planned, have underpinned
their projects with longer-term supply agreements, which will guarantee supplies to Asian gas-
consuming economies for several years.

The next wave of LNG: an Australian decade

® The EIU expects Australia’s LNG exports to increase significantly during the second half of this
decade, with seven LNG projects in the construction phase. The timing of some of these projects
may be delayed to some extent because of higher than anticipated costs. Approximately 61m t/y of
LNG export capacity in Australia are scheduled to be added to Australia’s LNG capacity from these
seven projects already approved. This includes 35.9m t/y from plants that will source conventional
offshore gas fields in Western Australia and the Northern Territory, and 25.4m t/y that will source
onshore CSG resources in Queensland. If achieved, this will make Australia the largest global LNG
exporter, assuming no further capacity increases from Qatar, the current LNG leader. Furthermore,
Australia’s share of global LNG export capacity will sharply increase from around 8% in 2012.

Arisky business

® There are several risks facing Australia’s LNG sector. High project costs, scarce labour supply, a
strengthened Australian dollar, infrastructure bottlenecks and tight environmental regulations
could combine to delay the timing of some LNG projects coming on stream. Australia is an expensive
place to build an LNG plant. Domestic political risks include opposition from some farming
communities to CSG-to-LNG projects, and demands from localindustrial gas consumers to keep a
certain portion of gas production for the Australian market.

® North America and East Africa may emerge as potential competitors to Australia for the Asian
LNG marketin the longer term. In the case of US LNG, volumes are likely to be competitively priced
as they will not be indexed to an average basket of crude oil prices in Asia. Nevertheless, ifa

flood of North American and East African LNG does occur it will impact the viability of proposed
LNG projectsin Australia that are unlikely to be sanctioned in the next few years. Australian LNG
projects under construction already have long-term supply agreements in place.
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Conclusion

Despite the domestic and international risks addressed in the report, the EIU expects the second
half of this decade to be a significant one for the Australian LNG sector. By 2020 Australia will
have a much greater role as a key supplier to the Asian LNG market. Proximity, low political risk
and available resources will enable Australia to maintain a key role in supplying the Asian market,
even accounting for North American and East African competition in the longer term; and even if
Australia’s LNG capacity expands only modestly beyond the current list of seven projects that are
currently under construction.
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About Energy Briefing & Forecasts

Data, forecasts and analysis for the energy sectorin
69 countries

nergy Briefing & Forecasts provides ten-year forecasts and daily news analysis for 69 of the
Eworld’s mostimportant energy markets. It supports usersin comparing supply and demand
potential and deepens their understanding of how economic and political developments will impact
the energy industry.

Critical issues and events analysis Energy

Energy Briefing & Forecasts provides GHERAG & Foretasts
regularly updated coverage of the key events
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A unique forecasting methodology

Forecasts are produced in conjunction with economic models developed and maintained by ourin-
house economics team. These models incorporate the main economic drivers of the energy industry
to produce country-specific forecasts. Our team of 160 country and industry analysts monitors
these baseline forecasts, adjusting the outlook where necessary and taking into account extensive
local knowledge of the market.

Extensive sector coverage
Energy Briefing & Forecasts provides coverage of the main sub-sectors in the energy industry:
® (Oiland gas ® (Coal ® Nuclear ® Electricity ® Alternatives

Should you wish to speak to a sales representative please telephone us:
Americas: +1 212 698 9717

Asia: +852 2585 3888

Europe, Middle East & Africa: +44 20 7576 8181

www.eiu.com/energy
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Access analysis on over 200 countries
worldwide with the Economist Intelligence Unit

he analysis and contentin our reports is derived from our extensive economic, financial, political
Tand business risk analysis of over 203 countries worldwide.

You may gain access to this information by signing up, free of charge, at www.eiu.com.

Click on the country name to go straight to the latest analysis of that country:

G8 Countries

® (Canada ® Germany ® Japan ® United Kingdom

® France ® Italy ® Russia ® United States of America
BRIC Countries

@ Brazil ® Russia ® India ® China

CIVETS Countries

® Colombia ® Vietnam ® Turkey

® Indonesia ® Egypt ® South Africa

Or view the list of all the countries.

Further reports are available from Economist Intelligence Unit and can be downloaded at
www.eiu.com.

Should you wish to speak to a sales representative please telephone us:
Americas: +1 212 698 9717

Asia: +852 2585 3888

Europe, Middle East & Africa: +44 (0)20 7576 8181
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Access analysis and forecasting of major
industries with the Economist Intelligence Unit

I n addition to the extensive country coverage the Economist Intelligence Unit provides each month
industry and commodities information is also available.
The key industry sectors we cover are listed below with links to more information on each of them.

Automotive
Analysis and five-year forecast for the automotive industry throughout the world providing detailon a
country by country basis

Commodities

This service offers analysis for 25 leading commodities. It delivers price forecasts for the next two years
with forecasts of factors influencing prices such as production, consumption and stock levels. Analysis
and forecasts are split by the two main commodity types: “Industrial raw materials” and “Food,
feedstuffs and beverages”.

Consumer goods
Analysis and five-year forecast for the consumer goods and retailindustry throughout the world
providing detail on a country by country basis

Energy
Analysis and five-year forecast for the energy industries throughout the world providing detailon a
country by country basis

Financial services
Analysis and five-year forecast for the financial services industry throughout the world providing detail
on a country by country basis

Healthcare
Analysis and five-year forecast for the healthcare industry throughout the world providing detail on a
country by country basis

Technology
Analysis and five-year forecast for the technology industry throughout the world providing detailon a
country by country basis
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Meet your specific research needs with our
Custom Research service

uccessful strategies leave nothing to chance. Thatis why business leaders throughout the world
S commission custom research from the Economist Intelligence Unit to enrich their insight for
sharper business decisions.

EIU Custom Research was established in 2004 to provide a superior level of knowledge to clients
who need a more thorough understanding of current markets and growth opportunities at a strategic
oroperational level. This specialist service delivers bespoke business intelligence thatis deeperand
broader than the published reports and subscription-based services for which we are renowned.

Benchmarking

We can provide a detailed evaluation of competitors operating in a market you are considering for
expansion, evaluate local human capital, the overseas talent market, labour market conditions and
how local regulations will affect your organisation—positively or negatively—to help you to prioritise
markets for expansion and pinpoint hidden opportunities for growth and profitability.

Find out more by reading this case study.

Country analysis

We can provide you with an in-depth understanding of specific political and economics issues and
forecastsincluding scenario analysis.You may be interested in business environment analysis or cross-
country benchmarking—our global reach and ability to focus on your business needs within a cross-
country framework is unparalleled.

Find out more by reading this case study.

Forecasting

We are able to help you to understand where you are most likely to find the greatest demand for your
products or services—now, and over time. Our unrivalled database of over 200 countries, combined
with our ability to offer more granular research, allows us to do this effectively.

Find out more by reading this case study.

Indexing

Our expertise is not limited to business or government applications. We can combine our analysis and
modelling capabilities with access to global academic experts to develop highly customised indexes
that highlight particular factors that your organisation needs to be aware of.

Find out more by reading this case study.

Market sizing

We can help you to determine the best markets in which to expand, how to expand effectively, and
what your organisation needs to be ready to manage this expansion. We do this by drawing from our
peerless databases of macroeconomic and demographic analysis and forecasting, combined with
sophisticated econometric modelling services.

Find out more by reading this case study.
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Meet your specific research needs with our
Custom Research service

Product demand

We can identify where the greatest demand for your product—and the greatest opportunity for
expansion—may lie through our access to industry leaders, combined with our expert forecasting and
analysis capabilities.

Find out more by reading this case study.

Risk analysis

We can identify obstacles your company may face from exposure to new markets and new opportunities
in a comparative framework that sets unfamiliar markets and situations alongside places and activities
you already know. We can provide country-specific, operational and financial risk ratings to help

you to make informed decisions on a number of differentindicators, including early warning of
possible market and industry threats in areas such as security, tax policy, supply chain, regulatory,
creditworthiness and labour markets.

Find out more by reading this case study.

Visit our website at www.eiu.com/research

Or

Should you wish to speak to a sales representative please telephone us:
Americas: +1 212 698 9717

Asia: +852 2585 3888
Europe, Middle East & Africa: +44 (0)20 7576 8181
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While every effort has been taken to verify the accuracy
of thisinformation, The Economist Intelligence Unit
Ltd. cannot accept any responsibility or liability

for reliance by any person on this report or any of

the information, opinions or conclusions set out

in this report.
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