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Key Points

U.S. natural gas and oil set records for production & exports, but challenges escalated

Remarkable progress in production so far in 2018, but headwinds with lower 
consensus growth expectations, rising price inflation, interest rates, trade barriers & 
disputes, and financial market uncertainties – and a flight to safety in the U.S. dollar 
that could trigger global credit downgrades

Global oil markets appeared at a slight deficit in Q3 2018, without further OPEC 
actions.  With Asia Pacific accounting for the largest growth in U.S. petroleum exports 
this year, the recent 1.3 million barrel per day decrease in U.S. petroleum exports 
warrants monitoring

U.S. natural gas quietly achieved 12% annual growth in Q3, but appears demand-
limited by potential coal & nuclear power subsides, global LNG market conditions, 
escalating trade disputes, and improved competitiveness by renewables 

Q3 2018 ethylene prices and margins slid to their lowest levels since 2010 as ethane 
prices rose and China imposed tariffs on U.S. exports
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Global Economy 
and 

Oil Markets
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Global economic and financial headlines - a roller coaster

Bloomberg consensus expectations suggest solid but slower economic growth as uncertainties rise
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U.S. dollar appreciation toward a decade high represents a
potential catalyst with oil and financial market implications

Although many factors contribute to oil prices, a strong U.S. dollar has tended to correlate with low oil 
prices over the last decade 

sources:  Federal Reserve Board (August 2018), Bloomberg, U.S. BLS
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U.S. dollar appreciation threatens downgrades of global debt 
with broad economic and energy market implications

6
source:  S. Avdjiev et. al., Bank of International Settlements, working paper 735, 
August 2018 

U.S. dollar-denominated debt securities issued by non-bank entities in emerging markets +17% y/y 

since late 2017

Debt not due immediately, but much of the capital has been squandered 

High offshore proportions could speak to the potential for global contagion

U.S. dollar-denominated debt issued by non-bank entities in emerging markets

Offshore 
issuance

Onshore 
issuance

Billion USD Billion USD Trillion USDU.S. dollar-denominated credit by region
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MARKET PRICES

Willing Buyers 
& Willing Sellers

CURRENT FACTORS FUTURE EXPECTATIONS

FINANCIAL MARKETS

interest rates, foreign exchange rates, equity markets

Supply / Demand

Seasonality

Inventories

Capacity utilization

Current market level 
and recent direction

Value after refining

Oil prices relate to many uncertain factors

Geopolitics

Supply growth

Capacity growth

Logistics availability

marine, pipelines

Demand growth
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Q3 highlights

Fundamentals sustained higher oil prices in Q3 2018

sources: API Monthly Statistical Report, IEA, EIA, Bloomberg, U.S. Federal Reserve, Baker Hughes, U.S. 
Commodity Futures Trading Commission
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EIA estimates suggest the global oil market has remained in a 
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EIA global supply/demand estimates as of September 2018

EIA supply/demand 
estimates
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slight deficit 

The EIA has estimated that Non-OPEC countries, led by the U.S., will add 2.6 MBD of production by 
Q4 2018, compared with Q4 2017
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Many new U.S. natural gas and oil industry records in 2018
ultimately hinge on global growth and trade relations
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Natural Gas
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Record U.S. natural gas market growth has collided with
challenges to LNG exports, gas into power, and trade issues

Japan
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Natural gas demand creation appears to be critical

Q3 2018 market growth of nearly 
12% y/y

U.S. backed out Canadian imports

U.S. LNG exports exceeded 3.0 bcf/d 
(vs. 1.7 bcf/d in Q3 2017)

Policies promoted subsidies

China threatened tariffs on U.S. LNG
sources:  EIA, Bloomberg, Baker Hughes 
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EIA supply/demand 

estimates

Q3 2018 – EIA exposed a demand-limited market

Notable increases in EIA quarterly estimates for oversupply second half of 2018

EIA supply/demand estimates as of September 2018

source:  EIA STEO (September 2018)
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Drilling specifically for natural gas has become increasingly

U.S. gas production by play type
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predominant and cost-effective in the U.S.

With strong productivity gains, the burden to keep the energy renaissance going shifts to the market 
potential for natural gas demand
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EIA’s 2018 AEO moved toward the high oil & gas resource and
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technology case

Between 2018 and 2040, EIA’s high oil & gas resource and technology case suggests a 70% production 
increase with steady prices at $3.00/MMBtu



American Petroleum Institute 169/19/2018

EIA’s estimation of U.S. natural gas markets hinges on LNG
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exports and to a lesser extent industrial and power growth

Without the healthy evolution of LNG markets and continued free trade, upstream U.S. natural gas 
development could be stymied
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Low U.S. natural gas prices motivate LNG production and exports

sources: U.S. FERC (September 2018), METIGlobal natural gas landed prices ($/MMBtu) – August 2018
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U.S. natural gas prices have remained less than one-third of many international levels

https://www.ferc.gov/market-oversight/mkt-gas/overview.asp
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U.S. natural gas market to Asia Pacific grew the most through
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approvals, buyer participation, and free trade 

Bloomberg anticipates about 20 Bcf/d of U.S. LNG export capacity by 2030 – a 7X increase from 2018

Plant name BNEF likelihood

Final Investment Decision (FID) 

Status 2030 capacity (Bcf/d)

LNG Canada Unlikely Planning FID 3.2                                

Corpus Christi Train 4 Unlikely Under regulatory review 3.0                                

Plaquemines Unlikely Planning FID 2.6                                

Freeport LNG Train 4 Unlikely Under regulatory review 2.6                                

Alaska LNG Unlikely Planning FID 2.6                                

Golden Pass Unlikely Waiting to FID 2.1                                

Lake Charles Unlikely Waiting to FID 2.0                                

Delfin FLNG Unlikely Waiting to FID 1.3                                

Kitimat LNG Unlikely Waiting to FID 1.3                                

Goldboro LNG Unlikely Planning FID 1.3                                

Monkey Island (SCT&E) Unlikely Under regulatory review 1.3                                

Port Arthur LNG Unlikely Under regulatory review 0.7                                

Magnolia LNG Likely Waiting to FID 1.1                                

Rio Grande LNG Likely Planning FID 3.6                                

Driftwood Likely Planning FID 3.3                                

Texas LNG Likely Planning FID 0.5                                

Woodfibre LNG Likely FID taken 0.3                                

Calcasieu Pass Highly Likely Planning FID 1.3                                

Corpus Christi Tr. 1-3 In operation/definite Under construction 3.0                                

Freeport LNG Tr. 1-3 In operation/definite Under construction 2.6                                

Cameron LNG In operation/definite Under construction 2.0                                

Elba Island In operation/definite Under construction 0.3                                

Cove Point In operation/definite Operational 0.7                                

Sabine Pass In operation/definite Operational 3.6                                
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Through Q3 2018, the U.S. became a large net exporter of natural
gas for the first time

U.S. natural gas net export destinations
Billion cubic feet per day (Bcf/d)

U.S. natural gas net imports
Billion cubic feet per day (Bcf/d)

* source:  EIA, data year-to-date through June 
2018

Europe 0.1  

January through June 2018

U.S. gross exports:  9.3 Bcf/d

U.S. gross imports:  8.4 Bcf/d

U.S. net exports:      0.9 Bcf/d

September 2018 – EIA estimate

U.S. gross exports:  10.1 Bcf/d

U.S. gross imports:   7.3 Bcf/d

U.S. net exports:    2.8 Bcf/d

U.S. natural gas net trade positions by destination 
(January to June 2018)

U.S. natural gas trade

Asia Pacific 1.5  
Korea 0.6    

China 0.3    

Japan 0.2    

India 0.2    

Pakistan 0.1    

Taiwan 0.1    

Canada 6.1

Mexico 5.0  

Latin America 0.1  

Middle East 0.2  

Africa 0.1  
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Leveraging the U.S. Energy
Renaissance
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solar photovoltaic are competitive with gas combined cycle
EIA’s representative cost comparisons suggest wind and

21
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gigawatts 

0.2

23.6

42.5

0.2

2.2

28.2

0.0

0 25 500 50 100 150 200

Hydroelectric

Solar PV

Wind

Biomass

Advanced nuclear

Combined cycle

Coal with 30% sequestration

Dispatchable technologies

Nondispatchable technologies

2017 dollars per megawatthour

Levelized avoided cost of electricity (LACE)Levelized cost of electricity (LCOE) LCOE including tax credits

Levelized cost projections by technology, 2022 Projected 2018-2022 
capacity additions 

(gigawatts)

source:  EIA AEO (2018)

With renewables’ capacity additions estimated twice those of natural gas, the sustainability of 
subsidies becomes a question
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widely across cases
EIA’s projected mix of electricity generation technologies varies
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ethane feedstock costs rose in the quarter
Q3 2018 U.S. ethylene margins were the lowest since 2010, and

2018$ per metric ton
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The U.S. energy renaissance depends on healthy petrochemical markets, which at low margins 
have a heightened sensitivity to ethane feedstock costs and trade issues


