
INDO-PACIFIC
INSIGHT SERIES

Nations across the Indo-Pacific are increasing their energy 
demand and will import larger volumes of LNG. This trend 
is changing consumer-producer relations and will become 
a more important overlay to geopolitical calculations. 
LNG security issues are currently masked by oversupply 
of markets, this period will inevitability end. Furthermore, 
unforeseen LNG tipping points could radically alter the 
outlook. A deeper understanding of historical energy trends 
and earlier LNG tipping points can help inform the decision 
making of both LNG producer and consumer nations.
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Smooth Sailing?
LNG Tipping Points In the Zone and Geopolitical Implications

A north-south corridor at the core of the Indo-
Pacific region—encompassing a four-hour time 
zone centred on GMT+8—will be a key driver 
for changes to the LNG industry. In 2015, this 
“zone” produced around one third of global 
LNG exports but consumed around two thirds of 
global LNG imports. Increased consumption of 
gas and declining production in the region will 
likely see the proportion of imports expand. A 
key variable is the rate of growth in global LNG 
demand. Estimates to 2030 range from 380- to 
606-million tonnes per annum, compared to 
244-million tonnes per annum in 2016. 

In the context of this expected growth, it is 
important to consider whether the future of 
the LNG industry will be characterised by 
smooth development and optimisation, or 

unpredictable and turbulent shifts. With multi-
billion dollar investments, growing reliance 
on imported natural gas and an increasingly 
contested maritime space, LNG is becoming 
a central issue in energy security discussions. 
As Indo-Pacific policy makers and business 
leaders grapple with LNG investment, security 
and technological challenges, new analytical 
approaches can help inform difficult decisions.

To help shed light on future LNG demand 
patterns, evaluating energy tipping points in 
the region offers a useful illustration of potential 
industry directions. With energy and security 
matters intertwined, the geopolitical implications 
of changing LNG demand patterns can be 
better understood though this exercise.

the zone 
/zon/zǝƱn/zoƱn noun

Within a bandwidth of two time zones in each direction shared by Perth lies 60 percent of 
the world’s population, and the nations which promise the greatest economic growth of 
the twenty-first century. It is also home to geopolitical flashpoints, mega-cities, emerging 
economies, technological innovation as well as millions leaving poverty.
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The term tipping points refers to a moment 
when an idea or trend crosses a threshold, 
gains momentum, tips, and is rapidly 
adopted. Applied to energy, tipping points 
can be viewed as swift energy transitions or 
unforeseen shocks which move the system in 
an unexpected direction or trajectory. Energy 
transitions may include a change to the energy 
mix, and consumption and production patterns. 
This could include developments such as the 
unconventional gas revolution in the United 
States or the political response to Fukushima 
restricting nuclear power use in Japan 
and across the world. Both developments 
significantly altered the market for LNG. 

Tipping points can be linked to unexpected 
and unforeseen events, known as “Black 
Swans”. Black Swan events may accelerate 
or exacerbate an existing trend. For example, 
Fukushima intensified a pre-existing anti-nuclear 
perception, especially in Germany. LNG tipping 
points may be varied. They could be the result 
of highly localised events or global shifts, such as 
technological change, political developments, 
natural disasters, security incidents or 
societal sentiment.

Energy transitions such as these create new 
dependencies. Entirely new producer-supplier 
relationships are altered or established. These 
energy arrangements can modify national 
priorities, military strategies and bilateral 
relationships which can have broader 
geopolitical implications. This paper reviews the 
drivers of historical energy transitions in order to 
consider potential LNG tipping points for both 
production and consumption in the Indo-Pacific. 

LNG DEMAND AND PRODUCTION 
IN THE ZONE
While LNG is a global industry, it is not as 
liquid as the oil market. LNG shipments have 
traditionally been sold under long-term (20+ 
years) contracts. Short term contracts (less than 
four years) grew from small volumes in 2000 to 
over 25 percent of total trade in 2011. LNG is 
much more complicated to handle than oil 
and requires large investments for production, 
export and import facilities as well as shipping 
assets. Traditionally, this has necessitated the 
involvement of governments to either directly 
facilitate LNG arrangements or indirectly 
underwrite projects.

However, in recent years, the LNG industry has 
evolved towards the inclusion of a greater 
number of producers and consumers, as well 
as a more competitive marketplace, giving rise 
to the potential for one or more trading hubs to 
emerge in the Indo-Pacific. 

This survey of LNG producers and consumers In 
the Zone provides a snap shot of both local and 
global trends. This mix of LNG producers and 
consumers has changed over time. Traditional 
exporters such as Malaysia and Thailand will 
redirect more natural gas to domestic markets 
and, in time, become LNG importers. Australia 
is set to become a larger exporter and Russia 
has shown its interests in becoming an exporter. 
In broad terms, the region is likely to become 
a larger and more important component of 
the global LNG trade however this does not 
preclude dramatic transitions. 
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1 Unless indicated all data refers to the 2015 calendar year. Sources include: E. Douglas, Smart Power: Prosperity, Persuasion and Projection In 
the Zone, Data Stories, vol. 3, no.1, 2015, pp. 1-28. BP, BP Statistical Review of World Energy June 2016, [website], 2016, http://www.bp.com/
content/dam/bp/pdf/energy-economics/statistical-review-2016/bp-statistical-review-of-world-energy-2016-natural-gas.pdf, (accessed 
30 January 2017). International Group of Liquefied Natural Gas Importers, ‘The LNG Industry', GIIGNL Annual Report 2016 Edition, 2016. 
Department of Energy and the Environment, ‘Australian Energy Update 2016, Office of the Chief Economist, October 2016, http://www.
environment.gov.au/energy/publications/australian-energy-update-2016, (accessed 30 January 2017).

Table 1: LNG Production and Consumption1

Country
Natural Gas 
Production

Natural Gas 
Consumption LNG Exports

LNG exports 
as a 
percentage 
of global 
exports LNG Imports

LNG imports 
as a 
percentage 
of global 
imports 

(billion cubic 
metres)

(billion cubic 
metres)

(million 
tonnes) (percentage)

(million 
tonnes) (percentage)

Western 
Australia

40.4 
(2014/15)

13.8 
(2014/15) 20.4 8 - -

Australia 67.1 34.3 29.45 12 - -

Bangladesh 26.8 26.8 - - - -

Cambodia - - - - - -

China 138 197.3 - - 20.02 8.2

Indonesia 75 39.7 18.03 7.4 2.18 0.9

Japan - 113.4 - - 85.05 34.7

Laos - - - - - -

Malaysia 68.2 39.8 24.99 10.2 1.53 0.6

Myanmar 19.6 - - - - -

Nepal - - - - - -

Philippines - 3.3 - - - -

Russia 573.3 391.5 10.57 4.3 - -

Singapore - 11.3 - - 2.08 0.8

South Korea - 43.6 - - 33.42 13.6

Sri Lanka - - - - - -

Taiwan - 18.4 - - 14.45 5.9

Thailand 39.8 52.9 - - 2.7 1.1

Vietnam 10.7 10.7 - - - -
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ENERGY TRANSITIONS
When analysing the energy sector and geopolitics, it is helpful to understand the drivers of previous 
energy transitions. Such events include large scale shifts from one fuel source to another, or rapid 
changes in producer-consumer relations. While these issues are often overlooked in periods of low 
energy prices and plentiful supplies, these case studies show that the impact can be widespread 
and alter existing geopolitical patterns.

Energy Transition or 
Shock Key issues and outcome

Churchill’s shift from 
coal to oil on the 
eve of WWI

In converting the British Royal Navy from coal to oil, the First Lord of the Admiralty Churchill 
moved reliance away from coal ports towards oil fields and related infrastructure. While it 
would take some time for militaries to make the transition, and for its widespread use, this 
decision increased the strategic significance of the Middle-East which has been a site of geo-
political competition ever since.2

OPEC Oil shocks 
and Iranian 
Revolution

The 1973 OPEC oil embargo and 1979 Iranian revolution reduced the oil supplied to the 
world market and caused prices to spike. Along with the economic malaise of the period, it 
halted the post-WWII economic expansion and forced a re-evaluation of energy policies. The 
creation of the International Energy Agency was one response. Domestic energy regulation 
and conservation were prioritised, at times contributing to further distortions in markets and 
shortages. The subsequent oil glut of the 1980s again changed the expected trajectory of 
energy markets. Vulnerability of oil supplies, amongst other factors, shifted many electricity 
systems away from oil so that today it only contributes to a very small percentage of electricity 
production. These events forced a revision of the role of LNG in the energy mix. In 1975, 
analysts expected that by 1981 Nigeria would export LNG to Europe, as would Iran. 

Privatisation and 
deregulation trend 
of 1980s and 1990s

Privatisation and deregulation of the energy sector, particularly in the US and UK, transformed 
the direction of the industry. Privatisation of electricity assets meant that market forces 
decided the energy mix rather than centralised resource plans. In the US, the deregulation of 
the natural gas sector, including pricing and transport, was completed by the early 1990s. This 
increased production and, in time, provided incentives for investment in what would ultimately 
become known as the “Shale Revolution” producing larger quantities of natural gas and 
liquids.  

US Shale Revolution The US Shale Revolution reversed an expected flattening and decline of US natural gas 
production. In the decade from 2005-2015, domestic natural gas production increased by 
over 50 percent. This moved the electricity mix away from its reliance on coal and provides the 
basis for potentially large LNG export volumes by the 2020s. Similarly, in reversing the decline in 
oil production, there has been associated downward pressure on prices. This has redefined the 
dynamics of the global oil sector; reduced OPEC’s power; and created a de-facto ceiling on 
oil prices. 

Electricity Death 
Spiral

While not a mature trend, the electricity death spiral may redefine the economics and 
structure of the energy mix. Originally popularised by AGL economists, this refers to challenges 
facing electricity utilities, where flat or negative demand growth, expanding deployment of 
distributed generation (solar PVs) and lower asset utilisation rates force higher per unit rates for 
transmission and distribution access which encourages more users to look for alternatives. This 
self-reinforcing trend reduces the revenue, profit and valuation of utilities. In some jurisdictions, 
it could reverse its century long pattern of ever increasing levels of consumption. Industry 
dislocation and withdrawal of private investment and may result in partial re-nationalisations 
to maintain system integrity. The result may slow innovation and limit the speed with which new 
services, such as electric-vehicle charging, can be incorporated into the system.

Rise and rise of 
renewables

While renewable energy sources have been promoted and supported in various programs 
since the OPEC crises, it has only been in the past decade that they have come closer to 
competing on equal footing with conventional energy sources. In the case of wind and solar, 
declining costs see them being deployed on a larger scale. While the overall percentage of 
this category of generation is relatively low, existing momentum will continue to see high rates 
of deployment through to at least the early 2020s. As renewable penetration increases, the 
role of natural gas is becoming more important. However, environmentalist groups are starting 
to redefine “acceptable” fossil fuels, with coal deemed unsuitable and natural gas no longer 
seen as a “transition fuel”. Restricting the deployment of natural gas generation and extraction 
can produce unintended outcomes such as putting pressure on grid operations and favouring 
coal plants. 

2 D. Yergin, The Prize: The Epic Quest for Oil, Money, and Power, New York, Simon & Schuster, 1991, pp. 150–164.
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HISTORICAL LNG TIPPING POINTS 
The applications and technologies which have been used to facilitate the use of LNG have varied 
over time. While contemporary LNG analysts refer to investment in the sector as “lumpy”, it is an apt 
term for the development of this energy source. Key events and decisions have changed the path 
of the industry numerous times. These tipping points show that there are no inevitabilities given the 
size of the industry and extent to which advancements can be quickly reversed. 

Era
LNG Tipping 
Point Key issues and outcome

Late 
1930s

Use of LNG as a 
“peak shaving” 
option

The northern US city of Cleveland, Ohio, was the site of an early commercial LNG 
plant and storage facility. Entering operation in 1941, the economic justification of 
the investment was based on limited pipeline imports for a few high demand days. 
This occurred during a period of strong demand growth stemming from industrial 
mobilisation efforts associated with World War II. Typically, a few very cold days 
overwhelmed supplies and some customers had to be curtailed. Pipeline expansion 
was going to be extremely expensive, so the local utility created a stationary LNG 
storage solution within the city of Cleveland. For three years, this plant successfully 
shaved demand peaks and LNG appeared to have a bright future for number of utility 
applications as well as transporting with barges. 

1944 Cleveland 
explosion

On October 20, 1944, the Cleveland, Ohio LNG plant and storage exploded killing 
130 people. The location of the storage plant, next to a residential area, attracted 
significant attention and debate. A return to normal economic patterns following 
WWII, and lower demand growth for energy, limited the need for LNG storage. 
Societal perceptions towards LNG, especially in the US Mid-west, were negative and 
the explosion altered energy policy for some time (in a similar way to Fukushima after 
2011). Sentiment towards LNG would not change until the 1960s.

1950s England looks 
abroad for its 
natural gas 
requirements  

An inquiry into a US energy firm, for shipping LNG barges up the Mississippi to Chicago, 
resulted in a major study on the economics of transporting LNG via water bodies. While 
the study concluded that the Mississippi barge option was uneconomical, the oceanic 
transportation of LNG, from gas surplus to gas deficit countries, was commercially 
attractive. Following internal debate within England about addressing natural gas 
demand, a serious effort was made to import LNG on a large scale. It was decided 
that a joint venture (JV) would be created between the UK Gas Council and Constock 
Liquid Methane Corporation. The JV would develop LNG facilities on either side of 
the Atlantic to produce, load, ship and unload LNG from Lake Charles, Louisiana to 
Canvey Island, near London. On February 20, 1959, the first LNG load arrived on board 
the Methane Pioneer. The movement of natural gas was freed from being limited 
to pipelines. 

1970s– 
present

Japan’s Energy 
Security 
Requirements 

In 1973, Japan’s overall energy import dependence reached 89 percent, with Middle-
East crude dominating the supply mix. The OPEC crisis of 1973 mobilised the Japanese 
government to promote and expand the use of LNG. With coordination of the 
powerful Ministry of International Trade and Industry, the shift to LNG was rapid. Japan 
was already the world’s largest LNG importer in the 1970s, albeit in a small global 
market. By 2000, it accounted for 52 percent of world LNG trade. While other countries 
have begun importing larger quantities of LNG, Japan has and remains and important 
driver for world LNG markets. 

Mid 
1990s to 
present

Qatar’s rapid 
growth to 
become 
leading LNG 
supplier  

In a short period, the small, Middle-Eastern nation of Qatar has become the world’s 
largest LNG exporter. From initial LNG production in 1997, within a decade it had 
overtaken Indonesia, then the largest producer. In 2015, it produced 78.4-million tonnes 
of LNG per annum. In context, this was three times the volume produced by Australia 
in the same year and represents around a third of global LNG exports. While Qatar has 
significant reserves of natural gas, this rapid transition shows how a single government 
can shape the evolution of the industry. Its physical position, initially expected to be a 
disadvantage due to distance to the main East Asian markets has provided an asset. 
With the ability to arbitrage between European and Asian markets, Qatar enjoyed 
flexibility which many other suppliers did not. This resulted in growth at a faster rate than 
market forces would have permitted. 
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Era
LNG Tipping 
Point Key issues and outcome

2000 to 
present

Fixed to spot 
contracts

Traditionally the LNG industry has been dominated by large, long-term supply 
contracts lasting 20-25 years. From 2000 to 2011, spot and short-term contracts (less 
than four years) grew to more than 25 percent of the total LNG trade. The simultaneous 
shift away from destination clauses (an obligation to land loads at a specific port), 
has encouraged liquidity in the market. The potential for transparent regionally 
based reference prices and, in time, a sales process similar to crude oil exchanges 
is starting to transform the sector. The increase of portfolio players and equity lifting 
arrangements points to a maturity of the market. Over time this will influence the 
financing and type of entities which become LNG producers. 

2011 Response to 
Fukushima 
causes a LNG 
demand shock 

Following the 2011 nuclear incident at Fukushima, Japan, there was a sudden 
withdrawal of nuclear power from the Japanese electricity market. With significant 
LNG import facilities and natural gas generators, there was a subsequent demand 
shock as natural gas was used as a substitute to nuclear power. The share of LNG in 
Japan’s power generation sector grew from 30 percent before 2011 to around 40 
percent. The impact of an already large LNG buyer increasing demand in a tightening 
market resulted in rally in LNG prices. This temporary spike in prices exacerbated the 
subsequent correction as several LNG producers came online over a short period. It 
also influenced the reform of Japan’s internal energy markets and created a focal 
point for Japan to revise existing LNG contracts. 

Late 
2010s 

US shift from 
LNG importer to 
exporter

The shale revolution has allowed the US to transition from an LNG importer to a LNG 
exporter. The increase in LNG exports from the US are going to alter the economics and 
prospects of alternative projects and, once again, change the direction of the market. 
One of the reasons that this has caused such flux in the sector arises from the fact that 
in the early 2000s, the US was expecting to import ever large quantities of LNG. Access 
to cheap gas, with significant domestic infrastructure as well as the use of a tolling fee 
structure, will reshape the market price and transaction dynamics.

Louisiana

Cleveland, OH

JAPAN
Fukushima

Qatar

INDONESIA

AUSTRALIA

CHINA

RUSSIA

CANADA

UNITED STATES

GREENLAND

BRAZIL

Canvey Island
1950's

1944

1970–Present

LNG Tipping Points

2001

1990's– 
Present
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Table 2: Western Australia, Australia and Qatar: LNG Comparisons 

Western Australia Australia Qatar

First LNG Export 1989 1989 1997

LNG Exports 1997 
(Million tonnes per annum)

7.17 7.17 2.15

LNG Exports 2005 
(Million tonnes per annum)

11.41 11.41 20.72

LNG Capacity 2015 
(Million tonnes per annum)

21.0 36.6 77

LNG Capacity 2020 
(Million tonnes per annum)

49.9 85 77

POTENTIAL LNG TIPPING POINTS 
Meteorologists operate with a fair degree of 
certainty around seasonality, however events 
can be unseasonable. Picking the timing and 
likelihood of events is fraught with challenges. 
Often the more interesting exercise is the 
societal response. Does a cold snap cause 
people to take advantage of opportunities or 
lament missing the sun. Will a major storm which 
destroys civil infrastructure in a small community 
mark the beginning of the end, or will it produce 
a groundswell of activity where new solutions 
are rapidly deployed? Similarly, why did London 
ultimately reinvent itself and successfully rebuild 
after the Great Fire of 1666?

When considering potential LNG tipping points, 
economic and political decision makers must 
ask questions of a similar nature. There are a 
variety of poorly understood and understudied 
forces capable of impacting the LNG sector. 
There are several reasons why disruptions to 
the LNG industry and the industry itself is not 
the focus of wider commentary. This includes its 
complexity and the overwhelming dominance 
of oil in energy security discussions. It is often 
in remote locations, highly automated 
and requires relatively small, permanently 
workforces. This contrasts with coal, where 
there is often a larger labour component and 
physical footprint.  As the industry continues to 
grow, it is important to consider not only market 
factors, but the sort of political, natural and 
societal factors which may contribute to the 
next significant tipping point. A more complete 
understanding of the broader LNG picture 
will allow decision makers to better safeguard 
against unforeseen events.
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LNG Tipping Points Evaluation

Pipeline technologies 
change economics of 
the sector
Pipelines remain the primary 
mechanism used to move gas 
across international borders. While 

their dominance is declining, a major 
change in pipeline technologies and 
maritime security dynamics with rising 
insurance premiums will shift the economics. 
It is easy to point to the inexorable rise of 
LNG as a percentage of internationally 
traded gas. However, this is but one 
technology to connect producers to 
consumers. The establishment of a stable 
and harmonious new Silk Road across 
Eurasia could be one driver for a revival of 
pipelines. A substantial Silk Road pipeline 
network could reduce the need for some of 
the planned LNG capacity.

Targeting and sabotage of natural gas pipelines 
Pipeline security remains an issue which periodically becomes an issue in a 
spill or threat. Beyond a physical shutdown of a natural gas pipeline, such as 
between Russia and Ukraine, there may be a concerted effort to cause a 

de-facto shutdown of major natural gas pipelines through proxy groups or sabotage. 
Even with surveillance systems, it is difficult to protect thousands of kilometres of 
pipeline. In response, there could be a sharp spike in demand for additional LNG 
shipments as an insurance against internal disruptions. 

Proliferation of smaller 
LNG shipping, receival 

options, FLNG, greater delivery 
automation

While LNG has traditional been 
associated with large and capital 
intensive projects, there could be a 

scenario where smaller units (at all stages of 
the supply change) proliferate. The increase 
in floating storage & regasification units has 
increased flexibility, but the next stage of 
miniaturisation, automation and robotics 

Terrorist incident involving LNG plant, 
terminal or production facility 
There has not been a major terrorist incident 
involving a LNG tanker or infrastructure. Newer 
safety features of LNG tankers have dealt with some 

of the historical vulnerabilities, but this does not preclude a 
major terrorist attack on part of the LNG supply chain. As 
with most forms of terrorism, the impact of an attack would 
be mainly psychological. Besides local shortages, which 
would probably be manageable, building new terminals 
could become more difficult. Furthermore, the imposition of 
additional security protocols may make the costs of LNG less 
economic and potentially slow the growth of the sector, or 
shift import terminals to more remote locations.  

Papua New Guinea collapses  

Papua New Guinea (PNG) has emerged as a 
new and growing entrant into LNG, with fewer 
than 3 percent of the global market in 2015. 

With lower construction costs, proximity to East Asian 
markets and the discovery of large gas fields, there will 
likely be capacity expansion over the next decade. 
While PNG will not become a major producer, it could 
become a more important one. The success of LNG 
producers and a period of relatively stable governance 
has come with an expectation that this trend will 
continue. In the likelihood of a coup, civil war or 
breakdown of society, the prospects for LNG operations 
continuing unhindered would be limited. Under a 
worst-case scenario, this could remove LNG production 
and potentially lead to a destruction of the plants or 
forced nationalisation. While not a major issue in 2017, 
as markets tighten, the future of PNG as a factor in LNG 
markets will become more important. 

US LNG industry 
becomes the target 
of environmentalists 
The expected ramp up of US 
LNG exports has resulted in 
expectations of a global glut 

and downward pressure on global 
prices until the early 2020s. In the 
2000s, the environmental movement 
was successful in advocating against 
LNG receival ports in California. 
The environmental movement may 
shift their attention to LNG export 
terminals. The withdrawal of a LNG 
export proponent could embolden 
the environmental groups to target 
other export terminals, significantly 
slowing the expansion of the industry. 

could lead to a much more decentralised system (especially for receivals). This 
could accelerate the growth of natural gas, but also move demand away from key 
industrial and urban centres to more varied (and remote) applications. 
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US-Mexico border dispute shuts down 
pipeline exports 
A largely unreported aspect of the US shale revolution has 
been the expansion of US natural gas exports to Mexico. 
Against this background, US President Trump’s America 

First policies and immigration restrictions have been flash points for 
US-Mexico relations. Absent political issues, strong industry growth is 
expected along with the expansion of pipeline capacity. If, during 
trade or immigration discussions, relations deteriorate, it is possible that 
natural gas exports could be banned, or potentially not accepted 
in Mexico. Even though this is not in the interest of either country, it 
is a possibility. A prolonged shutdown may see the US fast track LNG 
exports and the expansion of the sector.

 
US Coal renaissance  
The US shale revolution and use of natural gas has apparently 
sealed the fate of coal. However, coal may experience a 
renaissance if new ultra-critical technologies reduce its carbon 

footprint, or some nations choose to proceed with coal plants because of 
security concerns. Should coal make a resurgence when energy demand 
slows, natural gas prices may get squeezed and the steady shift to natural 
gas may be reversed or temporarily slowed. This may push down prices 
for natural gas and favour even larger supplies to be sent out as LNG (in 
countries with both coal and gas reserves). This could push back the market 
rebalance and see lower global prices for longer. 

Domestic Gas Reservation 
Policies Spread
In many instances when a raw, 
unprocessed commodity is exported, 
some sections of the community and 

industry sectors ask whether this runs counter to 
national interests. The justification can vary and 
include missed opportunities for value adding, 
diverting commodities away from local uses or 
issues from price movements linked to global 
markets. Political responses vary. At an extreme, 
there can be a ban on exports to more mild forms 
of state intervention require a proportion of gas 
producing fields to be allocated to domestic 
markets. US President Trump’s America First 
policies could end up discouraging or restricting 
LNG exports, especially under pressure from 
petrochemical industries and other sectors 
which require gas as a feedstock. LNG exports 
in Australia have seen the impact of exports on 
domestic markets with some voices calling for 
more restrictions. At an extreme, implementation 
of domestic reservation policies may slow 
the growth of the industry as it emerges as a 
sovereign risk challenge. 

 
Battery Proliferation
While attention has been 
focused on the rise of 
renewables, it may be 

the combination of ever cheaper 
wind and solar power, combined 
with the next generation of large 
and grid sized batteries, which 
transforms the energy landscape. If 
the cost, size and scale of batteries 
radically change, demand patterns 
and the need for natural gas will 
be vastly different. Natural gas 
is particularly useful to augment 
variable renewables in that it can 
ramp up and ramp down quickly. If 
this need is solved by batteries, the 
role of natural gas in the energy mix 
will change. 

 
Change in Qatar 
All signs point to Qatar 
remaining a leading LNG 
producer and a successful, 

and safe nation. The presence of 
US military forces, major oil and gas 
wealth and prudent management 
of the economy and societal 
expectations indicate that continued 
stability is likely.3 With a third of the 
global LNG market, Qatar is a major 
player. However, what if the social 
compact or dimukratiyyat al-khubz 
(democracy of bread) frays? Given 
the widespread wealth, this is unlikely 
to be the same as the Arab Spring. It 
may be driven by a fractious power 
struggle because of a leadership 
transition or revision of the US forward 
military presence. There are risks if 
Iran-Saudi hostilities shift from proxy 
battles in and around Yemen, to 
more direct confrontation, which 
would place Qatar in between the 
two powers.

Nuclear device is claimed 
to be on an LNG tanker, in a 
receival port, holding a city 
to ransom 
This variation of a Herman Kahn scenario, 

“Thinking the Unthinkable”, remains unlikely and 
improbable. However, it begs the question as to 
how authorities would respond. Lockdown would 
occur, but there would probably be a freeze on 
global LNG movements under an assumption that 
there could be other, unidentified nuclear devices 
on LNG tankers. Even if the nuclear weapon is a 
hoax, and expected as such, would it be treated 
as it a potential nuclear crisis or a conventional 
explosion risk? For authorities, how long should LNG 
tankers be restricted from docking into ports in 
large population centres, especially as community 
concerns demand a response.  

LNG tanker becomes involved 
in international diplomatic 
incident
A LNG tanker could be involved in an 
international incident which is not related 

to its cargo or energy security. For example, in 2001 
Australia refused permission for the Norwegian 
freighter MV Tampa, which was carrying 438 
rescued refugees, and triggered an international 
incident. This need not involve refugees, and 
could be a commercial dispute over contract 
terms which is elevated to an international dispute, 
or incident in international waters, where safe 
harbour in a third country is needed. It may also 
be a union dispute which escalates to includes 
port workers who refuse to unload or receive an 
LNG tanker, which triggers industrial disputes in 
solidarity across borders. Media coverage of such 
an incident would lead to more questions asked 
about LNG potentially triggering market responses 
as speculation over the supply chain runs rampart. 

A security scare or blockage 
of Malacca, Suez or Panama 
Key maritime choke points, through which 
major volumes of energy and LNG flow, 
include the Strait of Malacca as well as 

the Suez and Panama canals. A blockage, or 
threat to block, would result in re-routing of ships 
and a spike in insurance premiums. The impact on 
world oil markets (and access) is well understood. 
However, for LNG it could result in greater variance 
in regional natural gas prices, which may be 
exacerbated as ships are re-routed and non-
contracted gas is sent to countries avoiding the 
choke point. Avoiding the Strait of Malacca and 
using the Sunda or Lombok Straits would add an 
additional 1.5 days and 3.5 days respectively. This 
possibility is particularly relevant to the Australian 
energy industry given its reliance on sea-based 
trade, although it ships most its product on a north-
south axis as opposed to the east-west movement 
from the Persian Gulf.  
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Based on the historical experience of LNG and 
other energy transitions, it is quite likely there 
will be several LNG tipping points over the 
coming decade. Even a continuation of current 
trends will change the nature of maritime 
security concerns and make them central to 
energy security and trade. The reorganisation 
of the LNG producer-consumer mix is already 
occurring. As Australia is increasing its LNG 
production capacity, ASEAN nations are 
beginning a transition to become net importers 
of LNG, ending their roles as traditional suppliers. 

Indonesia’s LNG transition, as an established 
oil supplier, means that it will soon become 
concerned about naval routes for imported 
energy in an increasingly contested maritime 
region. Importantly, newer LNG importers China 
and India are starting to influence the market. 
The South China Sea and access to the Indian 
Ocean are thus gaining eminence as regional 
flashpoints where energy security, foreign policy 
interests and competition among major powers 
are heavily intertwined. 

LNG TIPPING POINTS AND INDO-PACIFIC MARITIME SECURITY 

In the current period of oversupply and excess 
capacity, the LNG market would be able to 
respond to most supply shocks without major 
difficulties. Approaching 2022, when the market 
is predicted to return to balance, there will be 
less flexibility and a supply shock could create 
a larger price movement (and potentially 
supply shortages) which would quickly create 
economic and geopolitical repercussions. 
When the US becomes a larger LNG exporter, it 
may link this trade with geopolitical objectives. 

Several of the tipping points outlined above 
would encourage greater levels of US-Japan 
LNG trade and cooperation. This would make 
the supply of LNG more of a geopolitical tool 
akin to oil and may result in closer producer-
supplier relations, reversing the trend of 
substantial LNG market liquidity. Severely 
reducing supply or restricting the movement 
of natural gas during a tight market with rising 
prices, could produce more extreme political 
and geopolitical responses. 

Previous page:
3 May Darwich, “Political stability: the mysterious case of Qatar”, Middle East Political and Economic Institute, 13 February 2011, http://www.
mepei.com/in-focus/4608-political-stability-the-mysterious-case-of-qatar (accessed 30 January 2017).
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The adoption of FLNG and the increased 
miniaturisation of LNG technologies has 
contributed to its increased use in shipping 
and transport, as well as smaller scale 
industrial applications. New and potential 
LNG applications are starting to garner 
significant attention. During any physical breaks 

in oil supply, these transport and industrial 
offerings would come into focus. Similarly, in a 
deteriorating security environment, expanding 
the use of natural gas and LNG transport and 
industrial applications may stimulate more local 
gas extraction and processing. 

The University of Western Australia established In the 
Zone in 2009 as a strategic forum for business leaders, 
policymakers and researchers. This globally-significant 
conference provides an ideal setting for regional 
leaders, both current and next generation, to grapple 
with the issues facing nations throughout the Indo-Pacific 
region. Since its launch, In The Zone has attracted more 
than 5000 participants from the Indo-Pacific to Perth, 
Western Australia. This year’s event – The Blue Zone - will 
focus on the Indo-Pacific maritime realm.

While LNG security will not have the same level 
of importance as oil security, an LNG tipping 
point or incident may result in global challenges. 
As the Blue Zone in the Indo-Pacific is home 
to more LNG shipments and great levels of 
consumption, the prospects for a tipping point 
occurring in this region increase with each year. 
While a lot of attention is directed to breaks in oil 
supply, it is time that hypothetical LNG tipping 

points are used to help policy makers consider 
volatility and shocks which will require action. 
Earlier energy crises and transitions show how 
many forecasts were wrong, leaving leaders flat 
footed in their responses to unforeseen events. 
Additionally, tipping points in global oil supply 
have a historically demonstrated propensity to 
directly affect LNG demand.
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IMPLICATIONS FOR AUSTRALIA AND WESTERN AUSTRALIA
LNG tipping points are extremely important for 
Australia and even more so for Western Australia 
as a large energy exporter. Western Australian 
LNG capacity will reach almost 50-million tonnes 
per annum, following the commissioning of the 
Gorgon, Wheatstone and Prelude facilities. Any 
substantial changes or temporary shocks to 
regional LNG markets will have a direct impact 
on Western Australia. While the long-term nature 
of LNG contracts mitigates against the swings 
experienced in the iron ore industry, its large 
size will mean that any slumps will be felt across 
the economy. While Perth has been interlinked 
with East Asian energy and political trends ever 
since it sent the first shipment of LNG to Japan 
in 1989, there is a need to continuously fine tune 
our understanding of the region and consider 
tipping points which could alter the status quo.  

Western Australia’s experience with booms 
and busts provide us with an understanding of 
volatility on the revenue side of the equation. 
However, the state is an established component 
of the energy security calculations of other 
nations in the Indo-Pacific region. At the 
federal level, Australian political discourse has 
only engaged in proxy debates over LNG. For 
example, the indirect subsidy or support for the 
original LNG agreement with Japan through the 
take or pay contract for domestic supply of gas; 
the domestic gas reservation policy, prompted 
by the link between domestic and international 
gas prices; and the unsuccessful 2001 Shell 
takeover of Woodside.4 In this new and 
uncertain era, there will be different challenges 
which may have greater impact. For example, 
the prospect of the US exporting larger volumes 
of LNG to Japan or South Korea will bring it into 
direction competition with Australia. 

How will Australia respond when questions 
of international markets clash with alliance 
relations and the priorities of international oil 
companies? LNG deals and agreements within 
Western Australia have always been dealt with 
at the highest level of government. However, 
what happens when the Premier of the day 
needs to balance geopolitical and market 
concerns relating to the differing objectives 
of Indo-Pacific capitals, Canberra and 
Washington? Aside from being energy literate, 
there is an increasing need for geopolitical 
literacy and nuance from both leaders and their 
opposition counterparts. 

LNG exports from Western Australia have long 
been understood as a component of a long 
and expensive supply chain. The sequential 
sanctioning and commissioning of multi-billion 
dollar LNG plants may have lulled the country 
into a belief that this period of smooth sailing 
would continue. This approach, which resulted 
in Western Australia becoming a leading 
LNG exporter may not be helpful for the 
next phase of industry development and the 
possibility of future tipping points. The Roman 
stoic philosopher Seneca remarked: “If a man 
knows not to which port he sails, no wind is 
favourable.” Historically, growth in the LNG 
sector has been important, but the future of this 
industry is demonstrably uncertain. How Western 
Australia responds to the next great LNG tipping 
point may influence the direction and state of 
the industry which emerges.

4 This refers to the unsuccessful 2001 attempt by Royal Dutch Shell to takeover Woodside Petroleum. Then Treasurer Peter Costello blocked the 
deal on national interest grounds under the Foreign Acquisition and Takeovers Act. One of the main concerns which was cited related to the 
promotion and marketing of North West Shelf gas. 
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