Demand slowdown 1in top gas
buyer set to worsen

Bloomberg/ Beijing/Singapore

A slowdown in gas demand growth in China, the driver of global
use over the past two years, 1is expected to slacken further,
adding to investor concern as supply continues to build.
Consumption in 2021-2025 will grow at a slower pace than it
has in the current five-year period, a researcher at China’s
economic planning department said at the BloombergNEF summit
in Shanghai on Wednesday. Furthermore, a weaker economy and
rising imports via pipeline could shrink the share of
liquefied natural gas in the overall Chinese market, according
to gas utility ENN Energy Holdings Ltd.

The country’s overall gas use has expanded 9.5% so far this
year, down from 18% in 2018, amid concerns that the slowing
economy has prompted the government to focus less on pollution
control, which had earlier helped spur demand for the fuel.
That contrasts with the boom in 2017-2018, when President Xi
Jinping’s calls for blue skies sparked a race among local
governments and businesses to switch millions of homes and
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factories from burning coal to using more of cleaner-burning
gas.

The demand slowdown has pushed LNG prices in Asia lower by
almost 40% this year, a slump also aided by China’s rising
domestic output of the fuel.

China’'s gas demand growth will likely slow over the duration
of the 14th Five-Year Plan from 2021 to 2025 compared with
current levels, Tian Lei, an assistant professor at the
National Development & Reform Commission’s Energy Research
Institute, said in an interview on the sidelines of the BNEF
summit.

Consumption will probably be weaker at the start of the five-
year period, before accelerating toward the end due to
environmental pressure, he added.

A sharp deceleration in China’s economic growth — with gross
domestic product expanding in the third quarter at the slowest
rate 1in decades — coupled with rising pipeline imports
following the start-up of the Power of Siberia line from
Russia, could cut LNG’s market share in China and lower import
growth, according to Mark Lay, deputy general manager of ENN.
China’s LNG imports gained 14% this year through October after
rising more than 40% in each of the prior two years. Increased
domestic gas production amid the nation’s efforts to bolster
energy security will also erode overseas purchases, said
Daniela Li, a BloombergNEF analyst.

Despite prospects of a slowdown, the current gas consumption
levels still represent “extraordinary growth,” said Bernard
Samuels, vice president of China gas development at Royal
Dutch Shell Plc. The government’s plans for a national
pipeline company could help lower prices for domestic
customers and boost demand, he said.



