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China Increased Both Natural Gas Imports and Domestic Production in 2021

In 2021, an average 35.5 billion cubic feet per day (Bcf/d) of natural gas was consumed in China, more
natural gas than in any previous year. More than half of the natural gas consumed in China in 2021 came
from domestic production, but China also imported record amounts of natural gas by pipeline and as
liquefied natural gas (LNG), based on data from Global Trade Tracker and China’s General Administration
of Customs.
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Figure 1

China's Natural Gas Supply, Imports and Domestic Production (2010-2021)
billion cubic feet per day

40

35

30 pipeline imports

15

LNG imports
25
2 I [ astic pr

coalbed methane
shale gas

tight gas

other natural gas

2010 2012 2014 2016 2018 2020

Source: Graph by the U.S. Energy Information Administration, based on China’s National Bureau of Statistics,
China’s General Administration of Customs, Global Trade Tracker, and IHS Markit.

Note: Other natural gas refers to natural gas that is produced from discrete gas reservoirs and associated gas
from oil production.

Government policies promoting coal-to-natural-gas switching to reduce air pollution and meet emissions
targets have been a major factor in the rapid growth of both domestic natural gas production and natural
gas imports in China. In March 2022, China’s government released its 14th Five-Year Plan (2021-25),
which sets the domestic natural gas production target at 22.3 Bcf/d by 2025, or 3.0 Bcf/d more than
domestic production in 2021.

In 2021, 56% of domestic natural gas production in China was natural gas produced from discrete gas
reservoirs and associated natural gas from oil production. Production of natural gas from tight gas, shale
gas, and coalbed methane collectively accounted for 44% of domestic natural gas production in China
during 2021. Various government subsidy programs supported these projects. China’s development of
natural gas from sources that use hydraulic fracturing is a key part of the government’s strategy to secure
domestic natural gas supply.
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Figure 2
China’s Tight Gas, Shale Gas, Coalbed Methane, and Synthetic Gas Producing Areas
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Source: U.S. Energy Information Administration.

Tight gas production in China has grown since 2010, when companies initiated an active drilling program
that lowered the drilling cost per vertical well and improved well productivity (Aizhu, 2013). In 2021, China
produced 4.6 Bcf/d from tight gas formations, compared with 1.6 Bcf/d of tight gas produced in 2010.

Shale gas development in China has increased steadily in the past few years, growing 21% annually since
2017 (Aloulou, 2015). In 2021, shale gas production totaled 2.2 Bcf/d, which was below the government
target of 2.9 Bcf/d by 2020.

Coalbed methane development in China faces significant challenges, including relatively low well
productivity and relatively high production costs. Last year, coalbed methane production reached 1.0
Bcf/d, or 5% of China’s total natural gas production.

In China, production of synthetic natural gas from coal, which involves gasifying coal into methane at five
available plants, totaled 3% of domestic production in 2021.
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As of 2021, China Imports More Liquefied Natural Gas than any Other Country
In 2021, China imported more liquefied natural gas (LNG) than any other country, according to data from
Global Trade Tracker and China’s General Administration of Customs. Prior to 2021, Japan had been the

world’s largest LNG importer for decades, according to data from Cedigaz.!

Figure 3

World's Largestimporters of Liquefied Natural Gas (2010-2021)
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Source: Graph by the U.S. Energy Information Administration, based on data from Japan’s Ministry of Finance,
China’s General Administration of Customs, South Korea’s Customs Institute, India’s Directorate General of
Commercial Intelligence and Statistics, and Taiwan’s Ministry of Finance via Global Trade Tracker.

China’s LNG imports averaged 10.5 billion cubic feet per day (Bcf/d), a 19% increase compared with 2020.
LNG imports accounted for more than half of China’s overall natural gas imports and 30% of China’s total
natural gas supply in 2021 (Aloulou and Zaretskaya, 2022a).

China began importing LNG in 2006 and, with the exception of 2015 (EIA, 2016), has imported more LNG
each year since then. China has rapidly expanded its LNG import capacity, which was estimated at 13.9
Bcf/d in 2021. By the end of 2022, China’s regasification capacity could increase by 2.8 Bcf/d to 16.7 Bcf/d,
according to data from S&P Global Platts.? In 2021, China imported LNG from 25 countries. The largest
six suppliers—Australia, United States, Qatar, Malaysia, Indonesia, and Russia—provided 8.9 Bcf/d, or
85%, of China’s total LNG imports.
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Figure 4

China's Natural Gas Imports by Source Country (2021)
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Source: Graph by the U.S. Energy Information Administration, based on data from
China’s General Administration of Customs and Global Trade Tracker.

Since China lowered tariffs on LNG imports from the United States from 25% to 10% in 2019, U.S. LNG
exports to China have increased and in 2021 averaged 1.2 Bcf/d (Jaganathan and Aizhu, 2020). The United
States was the largest supplier of spot LNG volumes to China last year.

During 2022 and 2023, several new long-term contracts between China and the United States are
expected to start from the Sabine Pass and Corpus Christi terminals for a combined estimated volume of
up to 0.5 Bcf/d. The new U.S. LNG export terminal at Calcasieu Pass will supply China’s two national energy
companies—Sinopec with 0.13 Bcf/d (Jaganathan and Aizhu, 2021) and CNOOC with 0.2 Bcf/d (Venture
Global LNG, 2021)—starting next year.
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Figure 5

China Monthly LNG Imports (2017-2022)
billion cubic feet per day
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Source: Global Trade Tracker.

Figure 6

China Monthly Natural Gas Pipeline Imports (2017-2022)
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Source: Global Trade Tracker.

After becoming the world’s largest LNG importer in 2021, China reduced its LNG imports by approximately
one-third in the first seven months of this year. From January through July 2022, China’s LNG imports
averaged 7.0 Bcf/d, a 34% decline compared with 10.5 Bcf/d 2021 annual average. LNG imports in China
have decreased this year for the first time since 2015. The decline in LNG imports was driven in part by
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the slower economic growth, high spot LNG prices, robust growth in hydro and non-hydro renewable
power generation that displaced more expensive gas-fired power-generation, as well as government
policies, which this year reprioritized supply security and economic stability over emissions targets.

China’s natural gas imports by pipeline have also declined in the first seven months of this year (January
through July) by 11% compared to 2021 annual average. From January through April 2022, China’s
pipeline imports averaged 5.7 Bcf/d, and were higher than the 5-year average, but declined from May
through July and averaged 4 Bcf/d, trending at the 5-year minimum level.

Overall so far this year (January through July) China has reduced natural gas imports by both pipeline and
LNG by about a quarter (26%), with imports averaging 12 Bcf/d over this period, compared with 16 Bcf/d
annual average in 2021.

Endnotes

This article draws from Aloulou and Zaretskaya (2022a) and Aloulou and Zaretskaya (2022b).

1 https://www.cedigaz.org/

2 https://www.spglobal.com/commodityinsights/en
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