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Domestic production,
prices and resource base
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US natural gas supply has risen steadily despite low prices
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Five regions have driven US production growth since 2007
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Domestic resource estimates have grown substantially
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Prospects for domestic
natural gas markets
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Demand growth has been strong for the past 10 years ...
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... But prospects for future growth are likely to be lower®

+ Residential and Commercial Sector

« Expected to continue more or less flat as efficiency gains in buildings and heating/cooking
equipment offset demographic and income growth effects

Industrial Sector
« Industrial sector demand correlates strongly with economic growth with potential upside
« $10 billion investment in new ethane cracking capacity adds 0.5 bcfd of gas demand potential®

Electric Power Sector
« Growth in the past 10 years has been driven by gas successfully displacing coal generation
» Further displacement potential is likely limited

« Overall electricity demand growth is stagnant and there is increasing competition from renewable
and distributed generation sources

« Other
« Lease and plant fuel for oil and gas operations and pipeline fuel consumption should track the
overall trends in upstream activity in the US

« Transportation could provide long-term growth potential but lack of infrastructure could remain a
significant obstacle to adoption
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Rate of economic growth plays outsized role in industrial demand
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Power generation consumption highly price-dependent and

growth will likely remain muted in the medium-term

Natural gas’ share of fossil burn for
power grows as prices decrease, but low
load growth and the rise of renewables
likely to limit absolute growth

4 2
Ratio of natural gas to coal prices for power generation

Source: Deloitte analysis®
Note: Figure includes monthly fuel costs and power generation consumption of
natural gas and coal from January 2021 through January 2017
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Baseline estimates for transport consumption are minimal, but
long-term opportunities are substantial

14.5 bcfde used for distillate
for highway vehicles

2.2 bcfde equivalent consumed
as distillate for rail and shipping

1.4 bcfde equivalent currently
used as marine residual fuel

Displacing traditional fuel could be difficult and potentially take decades as
infrastructure is built out, but might be a multi-billion cubic foot opportunity

Source: Deloitte analysis®
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US exports and global gas
markets
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Exports will be needed to sustain domestic production growth at
current price levels

Exports by pipeline

Pipeline exports to Mexico have shown strong growth over the past 10 years, more than quadrupling
from just 0.8 bcfd to 3.7 bcfd10

High gas supply growth in West and South Texas and continuing expansion of cross-border
infrastructure should support continued strong growth in this trade

Mexican infrastructure build-out and economic expansion may be key for further export growth

Exports by LNG
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About 8.5 bcfd of US Lower 48 LNG export capacity is currently in operation or under construction!
That number could potentially double over the next decade if other project proposals move ahead

Near-term utilization could be constrained with low oil-indexed cargo prices and oversupply of
liquefaction capacity

Looking further out, the US gas will need to be priced competitively to win markets with Henry Hub
remaining below $4.35/MMBtui2
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Short-term exports likely driven by regional price differentials
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Longer-term exports will likely need to compete with Brent-
indexed LNG contracts from countries like Qatar and Australia
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Concluding thoughts
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Outlook for US natural gas remains strong, with some headwinds

US gas production has increased 50% in 10 years at incredibly low prices, with
room to grow for potentially decades

Domestic demand expected to grow slowly with some volatility in power sector
and moderate upside from industrial consumption

LNG exports globally show long-term potential, but face overcapacity issues in
the next few years, pipeline exports face fewer challenges

Significant upstream investment will likely be needed across a range of
scenarios, but midstream and downstream may be more variable
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Questions?
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Deloitte Center for

The Deloitte Center for Energy Solutions (the “Center”) provides a forum for innovation, thought leadership,
groundbreaking research, and industry collaboration to help companies solve the most complex energy
challenges.

Through the Center, Deloitte’s Energy & Resources group leads the debate on critical topics on the minds of
executives-from the impact of legislative and regulatory policy, to operational efficiency, to sustainable and
profitable growth. We provide comprehensive solutions through a global network of specialists and thought
leaders.

With locations in Houston and Washington, DC, the Center offers interaction through seminars, roundtables, and
other forms of engagement, where established and growing companies can come together to learn, discuss, and
debate.

www.deloitte.com/us/energysolutions

@Deloitte4Energy

For more on natural gas and LNG, please visit Seeking growth: What will drive US natural gas demand?:
Understanding US natural gas consumption and LNG industry trends: Deloitte’s four-part series on LNG
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https://twitter.com/Deloitte4Energy
https://www2.deloitte.com/us/en/pages/energy-and-resources/articles/us-natural-gas-consumption-demand.html
https://www2.deloitte.com/us/en/pages/energy-and-resources/articles/lng-industry-trends-oil-natural-gas-report.html
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