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The Middle East is becoming more important in the global gas
scene, though not yet in proportion to its massive reserves. A new
age is now dawning in the Middle East, as it awakens to the oppor-
tunities offered by natural gas. Gas presents an important bridge:
to a cleaner future for the world, and to an even greater role for the
Middle East in meeting the world’s energy needs.

I am grateful for the opportunity to
take part in this conference. From
my point of view, as chief executive
of Shell’s global Gas & Power busi-
ness, it is an exciting time in the Mid-
dle East.

My presentation this morning will
complement those of my fellow pan-
ellists, as I will be focusing on natural
gas rather than oil. Although the
conference title draws our attention
to “Middle East Oil Markets”, 1
would like to emphasise that:

e the Middle East is becoming more
important in the global gas scene,
though not yet in proportion to its
reserves;

e anew age is dawning now in the
Middle East, as it awakens to the op-
portunities offered by natural gas;

e and that gas presents an impot-
tant bridge — to a cleaner future for
the world, and to an even greater role
for the Middle East in meeting the
wortld’s energy needs.

Let’s look at the Middle East’s
current position on the global gas
stage.

Total gas consumption in the
Middle East region grew to 190 bem
in 2000, realising an annual growth
rate of almost 7% over the previous
decade, largely driven by increasing
use for power generation. (Fig. 7:
Middle East Gas Growth)

In the same period we saw gas
exportts rise by a factor of seven,
from 3 bem in 1990 to 23 bem in
2000.

LNG from here in Qatar has
made a massive contribution, provid-
ing more than half of these exports
from its world-class industrial com-
plex in Ras Laffan.

Oman LNG, commissioned in
2000, is another example: a world

cost leader in the liquefied natural gas
industry, and already a major con-
tributor to Oman’s economy.

And the pipeline project between
Iran and Turkey has reached comple-
tion, with first gas delivered in De-
cember 2001.

Gas is now a considerable busi-
ness in the Middle East, though still
small relative to its potential.

We all know the oil picture.
Clearly, the Middle East is uniquely
positioned with its share of global
liquid petroleum reserves.

The gas picture is a bit less famil-
iar. Fig. 2 shows the various gas re-
gions of the world, re-sized geo-
graphically in proportion to their
share of global gas reserves. It high-
lights the importance of the Middle
East — which is on a par with Russia
in this context.

Some regions are taking full ad-
vantage of their resources and gas
market development, and producing
and making use of their “full share”.
(Fig. 3: Making the Most of Reserves)
Others, as you can see, have some
way to go to develop their gas re-
serves.

The Middle East has some 35%
of the wotld’s reserves but in 2000 it
had only 9% of the global gas pro-
duction. But this can change.

An example of this sort of change
is Nigeria, where gas developments
have had a significant impact over
the last two years.

The liquefied natural gas business
in Nigeria — decades in the making —
began delivering in 2000 with the
start-up of the first two trains of the
Nigeria LNG project.

The third train is under construc-
tion and due to start up within one
year. And the shareholders just

“The Middle
FEast has
some 35% of
the world’s
reserves

but in 2000

1t had only
9% of the
global gas
production.”
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approved the construction of Trains
4 and 5. Once they are completed at
the end of 2005, the total LNG ca-
pacity will be 17 Mtpa.

With Train 6 on the drawing
boatd, as well as other industty pro-
jects, Nigeria will be the world’s third
largest LNG producer by 2011. At
that time, revenues from natural gas
will be responsible for more than
25% of the country’s hydrocarbon
revenues.

The Middle East has an even big-
ger potential — which puts it firmly at
the front of the global gas stage as we
move into the future.

Paths to the future

What does the future hold?

Opver the long term, we expect to
see ongoing decarbonisation of the
fuel chain, facilitated by advances in
technology, but driven by changes in
social and personal priorities — a
greater demand for clean energy in
our world. (Fig. 4: Decarbonising the
Fuel Chain)

It’s also a realistic expectation that
the rise in human-induced CO> emis-
sions will be halted — without jeop-
ardising our ability to respond to the
needs of society and business.

Increasing the role of natural gas
in the global energy portfolio can fa-
cilitate these outcomes. This process
is described in two different long-
term global scenarios developed by
Shell. These are not “either or” views
of the wotld, but they illustrate direc-
tions the world may take over the
next 20 to 30 years.

The “Business Class” scenario
describes a world that is run with the
efficiency of a business, with an em-
phasis on freedom of individual
choice. The global economy is
shaped by an interconnected web of
global elites.

This is a volatile world, but one
where energy markets continue to
open up and become more integrated
and sophisticated.

The other scenario, what we call
the “Prism wotld”, has different

priorities and agendas. People are still
interested in economic wellbeing —
but they place increased importance
on their roots and their values. Di-
versity is prized over global homog-
enisation.

People in the Prism world are
sceptical that markets and companies
can adequately deliver energy secu-
rity, a clean environment, and energy
services to the poor.

So governments have a more sig-
nificant role in this world. In differ-
ent countries and regions, they find
different ways of protecting the eco-
nomic and social wellbeing of their
citizens.

Whichever wotld we inhabit, the
trends and views incorporated in the
development of both scenarios show
natural gas growing in importance.
At the same time, forecasts show
growth in oil production slowing
down.

In fact, in about two decades, we
can foresee global gas demand — for
the first time — outstripping that of
oil on a barrel equivalent basis. (Fig.
5: Energy 2020 — Business Class)

So the Middle East’s huge gas re-
serves are extremely important, to
the region and to the rest of the
world.

They provide a bridge to the fu-
ture development of the Middle
East’s role in energy — and a bridge
to a cleaner future, with greater em-
phasis on sustainable development.

A new dawn of opportunities

To fully realise the potential of these
reserves, progress is required in four
different dimensions. Let’s look
briefly at each of these.

First, further development of the
infrastructure to meet local and re-
gional demand is required.

We already see progress in this
direction, with the projected pipeline
from Qatar to Kuwait, and the Dol-
phin project from Qatar to the
United Arab Emirates.

There’s also the important Saudi
Natural Gas Initiative with its aim to

“The Middle
FEast has an
even bigger
potential—

which puts it

firmly at the
front of the
global gas
stage as we
move into the
future.”

“To fully
realise the
potential of
these reserves,
progress is
required in
four different
dimensions.”
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“The next
technology
currently
poised to
make a real
difference is
Gas to
Liquids.”

“All of this will
lead to
stronger
linkages:
between the
vast reserves

in the Middle
FEast and the
markets they
can serve.”

integrate upstream gas development
with downstream petrochemicals,
power generation and desalination.

Projects of these types boost in-
vestment in important local infra-
structure — infrastructure that can
often provide the foundation for ad-
ditional industrial development.

The second dimension to realising
the Middle East’s gas potential is
concerned with regulatory frame-
works.

If the region wishes to progress
towards privatisation and encourage
foreign direct investment, interna-
tional energy companies need clear
and stable rules on which they can
base their investment and commer-
cial decisions.

The third dimension is technol-
ogy. LNG technology has already
made its mark in the Middle East —
and with more to come.

The next technology currently
poised to make a real difference is
Gas to Liquids — with projects under
consideration in both Qatar and Iran.

By converting natural gas into ul-
traclean liquid products, GTL will
have environmental as well as com-
mercial benefits — and could produce
thousands of tons of water per day,
suitable for irrigation.

Finally, an expansion of the mar-
kets for Middle East gas reserves
needs to be realised — both domestic
and export.

Natural gas production within the
Middle East for local and export
matkets is forecast to mote than dou-
ble over the decade.

I have already mentioned some
projects that will be key to delivering
this growth — in the Emirates and
Saudi Arabia.

There are several other encourag-
ing developments taking place.

In Egypt, for instance, we have
the construction of domestic trans-
port and distribution systems, Nat-
Gas and Fayum Gas. These projects
are helping to set the foundation for
distribution and marketing to both
businesses and consumers.

Growing Middle East gas exports
will call for expansion of existing
LNG projects in Qatar and Oman —
and the addition of new ones.

Feasibility studies are under way
already for multiple projects in both
Iran and Egypt. Longer term, major
new pieces of pipeline infrastructure
can be envisaged.

The LNG projects and pipelines
will deliver natural gas to traditional
markets in Europe and the Asia Pa-
cific, and also the “gas markets of the
future” in India and China.

So, where will all of this take us?

Although we cannot predict the
future, there are clear signs that gas
will become more important in the
Middle East in the coming years.

One forecast shows gas sales in
the Middle East growing to 480 bcm
over this decade. (Fig. 6: Middle East
Gas Sales) This is driven by increased
local gas demand as well as exports —
both of pipeline gas, LNG and GTL.

Gas revenues by 2010 could ap-
proach 10% of current oil revenues
in the Middle East, contributing a
substantial amount to local economic
development, diversification and em-
ployment.

Gas presents a bridge

The global trend towards cleaner
fuels and advances in technology will
present the opportunity for the Mid-
dle East to realise its gas potential.

But with it will come new chal-
lenges — the challenge of local infra-
structure development, attracting for-
eign investment, establishing regula-
tory frameworks, stimulating local
demand and accessing new custom-
ers.

All of this will lead to stronger
linkages: between the vast reserves in
the Middle East and the markets they
can serve — both local and global.

There are many ways to look at
the future — but in all reasonable sce-
narios, natural gas presents a bridge:
to a cleaner future, and to the future
development of the Middle East’s
role in energy.
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