IS THE DEVELOPMENT OF NEW
FOSSIL GAS PROJECTS NECESSARY ...
TO MEET FUTURE DEMAND?

The invasion of Ukraine and rising energy prices have raised questions about the possibi-
lity of halting fossil fuel expansion while still ensuring energy security, particularly in mee-
ting fossil gas needs. However, shortly after the conflict began, the International Energy
Agency (IEA) reaffirmed its call to stop the development of new oil and gas projects. It

stated that existing production and export capacities, including those with final invest-
ment decisions (FID), would be sufficient to meet demand, which the agency still pro-
jected to decline in the medium term. This holds true regardless of the energy scenario
used, as reiterated by the IEA in its World Energy Outlook 2024.2
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1. REGARDLESS OF THE SCENARIO, FOSSIL GAS DEMAND SHOULD
PEAK BEFORE 2030
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As early as 2022, the IEA stated in all its
scenarios that fossil fuel demand would reach
a peak or plateau before 2030,% including
in the Stated Policies Scenario (STEPS),
which accounts for existing climate policies.
Regarding fossil gas, meeting the climate
commitments already adopted by nations
(in the IEA's Announced Pledges Scenario
(APS)) would lead to a 4% decline in demand
between 2023 and 2030, and a 14% reduction
in the Net Zero Emissions by 2050 Scenario
(NZE Scenario), which models an energy
trajectory by 2050 compatible with limiting
warming to 1.5°C by the end of the century.*

In the longer term, the NZE Scenario projects
global demand at 882 billion cubic meters
(bcm) by 2050 (a reduction of about 79% com-
pared to 2023), which is less than the current
consumption of the United States alone.> This
decline would be made possible largely by eli-
minating fossil gas from the building and trans-
port sectors (1 bcm and 7 bcm, respectively, by
2050) and limiting its role in balancing power
grids in the electricity generation sector.®
The demand reduction would reach 13.6% by
2030, 46.1% by 2035, and 78.9% by 2050.7 A
sharp decline in fossil gas demand is a feature
of all scenarios aiming to limit global warming
to 1.5°C with little or no overshoot.®

2. ARE THE DEMAND DECLINE PATHWAYS IN 1.5°C-ALIGNED SCENARIOS

REALISTIC?

While global demand for fossil gas is expected
to decrease in the medium and long term,
this global trend masks territorial disparities,
as the inevitable (and significant) decline
in demand in developed economies and
countries compensates for potentialincreases
in emerging or developing economies and
countries. But should we fear a significant rise
in demand in developing countries, risking
tension in gas markets, if declines elsewhere
are less than anticipated?

a. The inevitable decline in demand in
developed countries

The IEA considers that any increase in fossil
gas demand in emerging and developing eco-
nomies and countries would be largely offset
by a decline in demand in developed econo-
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mies.” This decline has been evident for seve-
ral years: in 2023, demand in OECD European
countries reached its lowest level since 1995,
down 7% from 2022, with 75% of the reduc-
tion attributed to the electricity generation
sector.’

In Japan, the largest liquefied natural gas
(LNG) consumer, the decrease in fossil gas
demand due to the rise of renewables and the
return of nuclear energy has led to a surplus
of imports, forcing the country to resell vo-
lumes purchased under long-term contracts
to neighbouring Asian countries.” South
Korea, historically the largest buyer of LNG
from the United States, has also seen reduced
fossil gas needs, with imports dropping by
nearly 5% in 2023."
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Natural gas demand declines in advanced economies in each scenario; in emerging
market and developing economies the difference between scenario outcomes is larger

Source: IEA, World Energy Outlook 2023

b. The example of Europe

European fossil gas demand had already
plateaued before the energy-saving efforts
triggered by the invasion of Ukraine.” The first
period of decline between the 2010 peak (430
bcm) and 2014 was partly offset by a recovery
between 2014 and 2017 (post-financial crisis
recovery), before plateauing again between
2017 and 2021 at around 400 bcm. Since 2022,
Europe has experienced a sharp drop in fossil gas
consumption. This downward trend is expected

13. European demand increased by 37% between 1990
(300 bcm) and 2021 (410 becm). Source : Agora
Energiewende, Breaking free from fossil gas. A new
path to a climate-neutral Europe, figure 2, page 21, may
2023.

to continue with the European Union's Fit for
55 and RePowerEU programmes, which aim to
reduce European gas consumption by 32% and
68%, respectively, between 2018 and 2030.™
While the search for alternative sources of
supply to reduce dependence on Russia led to
an increase in LNG imports,™ this diversification
is not sustainable due to the structural decline
in demand. Overall, European fossil gas imports
decreased by 12% in 2023 compared to 2022.
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c. A limited increase in emerging and
developing economies and countries

In emerging and developing economies and
countries, the observed increase in fossil
gas consumption is unlikely to significantly
raise global demand, mainly due to the lower
competitiveness of fossil gas compared to

16. Zero Carbon Analytics, Bullish Asian gas demand

forecasts eroded by renewable surge, April 2024; IEEFA,
Global LNG Outlook 2024-2028, page 27-43, April 2024

renewables in Asian countries.’ A prime exa-
mple is Pakistan's reversal on its gas import
projects.” For many emerging and develo-
ping economies and countries, it is preferable
to develop power generation that does not
rely on fossil gas imports, given the market's
volatility and often uncompetitive prices.
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Prices Surge, February 2023



https://zerocarbon-analytics.org/archives/energy/bullish-asian-gas-demand-forecasts-eroded-by-renewable-surge
https://zerocarbon-analytics.org/archives/energy/bullish-asian-gas-demand-forecasts-eroded-by-renewable-surge
https://ieefa.org/resources/global-lng-outlook-2024-2028
https://www.bloomberg.com/news/articles/2023-02-14/pakistan-turns-to-dirty-coal-from-pricey-lng-reuters-says
https://www.bloomberg.com/news/articles/2023-02-14/pakistan-turns-to-dirty-coal-from-pricey-lng-reuters-says
https://reclaimfinance.org/site/

