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Impact of Covid-19 on East Med gas 
• Covid-19 has led to cancellation of drilling for gas in the East 

Med, but has also affected gas development in general 
•  The global gas industry was in trouble due to over-production 

of gas and LNG, much before Covid-19. The pandemic has 
made it much more difficult 

•  The economies of all countries around East Med have been 
affected badly by Covid-19 and recovery will be challenging 



East Med gas 
• EEZ disputes – a hotch-potch of claims and counter-claims 
• Natural gas is the excuse, not the driving factor 
• Resolution only through discussion and negotiations 
• Resumption of drilling may be delayed until 2022 or after 
• East Med gas is expensive to produce 
•  IEA warned that "higher cost development projects…look 

increasingly difficult to justify," including the East Med 
• Difficult to secure sales in global gas markets 
• Global gas/LNG markets oversupplied – prices low 
• Europe does not need East Med gas 
•  The future is local and regional energy markets 
• Gas to be used as base-load, unlocking renewable 





Cartoon by the Economist 



Global LNG supply-demand outlook 
Post-Covid-19  
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2 / Looking ahead

Markets: Growing trade, hubs 
and derivatives 

Existing major gas consuming regions, such 
as North America, Russia and the Middle 
East, will increasingly consume their gas 
production domestically. A similar trend 
could play out with Africa as it starts to step 
up production significantly. 

Pipeline flows in the near term are set 
to rise with major new infrastructure 
developments, most notably from Russia to 
China via the Power of Siberia, and Eurasia 
to Europe via Trans-Anatolian Natural 
Gas Pipeline (TANAP) and Trans-Adriatic 
Pipeline (TAP). Still, developments on new 
major transnational pipelines that traverse 
multiple countries tend to face many 
obstacles and delays, including logistical 
complexity and political alignment. For 
emerging Asian countries, the rise of LNG 
has tempered the need for progressing 
these major pipeline projects.

Asia will begin to see a rising trend in natural 
gas imports, both in the form of pipeline gas 
supply and LNG, the latter supporting much 
of the growth. China is projected to have 
54% of its demand met through gas imports 
in 2040, and India’s import share will rise 
from 48% in 2018 to 58% by 2040. South and 

Southeast Asian region, where LNG is being 
used to fill a gap left by falling domestic gas 
production, sees a similar trend. The share 
of international gas trade, as a proportion 
of global supply, is expected to grow from 
20% in 2018 to 24% in 2040 (Figure 36) – 
according to the IEA.

After a major year of final investment 
decisions (FID) on LNG supply projects in 
2019, the global LNG market is not expected 
to need new supply until after 2030, based 
on BloombergNEF’s latest supply-demand 
balance (Figure 37). New under-construction 
LNG capacity is expected to be added during 
2023-26. Efforts to sustain LNG production 
at facilities built in the 1970s-80s with new 
gas and plant rejuvenation work will see 
some operational capacity hold out until 
2030, but retirements are still assumed 
by 2040. Some legacy suppliers across the 
Middle East and Africa are expanding their 
liquefaction capacity, while others are 
looking to turn their plants into tolling LNG 
production hubs to prolong supply. The 
fate of many LNG producers though lies in 
finding new sources of gas supply through 
additional exploration investments.

Figure 36: Natural gas trade
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 Figure 37: Global LNG supply-demand outlook
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Global upstream spending to 2025, 
versus pre-crisis forecast 
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East Med maritime dispute escalation 
• Greece-Turkey confrontation has reached dangerous levels 
• Until recently, with German mediation, there were hopes the 

dispute was on the way to be defused 
• But Turkey sent its drilling rig back to the disputed area on 12 

October, scuppering discussions 
• Not clear what Turkey is aiming for – could be to divert 

domestic public opinion – worsening economy and Covid-19 
• But is this meaningless if gas exports are not commercially 

viable? Are the two countries “fighting windmills”? 
• Gas is not the driving factor 
•  The time has come to find a way to bring the two countries 

away from the brink of confrontation, back to negotiation and 
if need be referral to international courts 



State of the IOCs 
•  The oil and gas sector is in crisis worldwide 
•  First half 2020 results show massive losses 
•  IOCs: have announced 20-50% spending and staff cuts in 

2020 and more in 2021 
• Restructuring and consolidation is taking place and recovery 

may take 2-3yrs 
• European IOCs are transiting to renewables 
•  The IOCs are going for large projects, easy to develop, with 

high returns. Where this is not the case, they are looking into 
divesting assets. East Med does not fit into this 



Global markets and prices 
•  There was already a glut of LNG in global markets in 2019 

that kept prices low – competition with renewables is also a 
major and increasing factor  

• Covid-19 and its devastating impact on the global economy 
and energy demand, and the oil price collapse, brought 
gas/LNG prices down to very low levels 

• And yet more LNG is coming into the market, with demand 
not catching up. The IEA and Bloomberg forecast longer-
term overcapacity and oversupply   

•  This means that low prices will be with us for the rest of the 
decade, making it very difficult for expensive East Med gas 
to secure sales in global markets – the future is regional 



Environmental factors 
•  The world, with Europe in the lead, is steadily but surely 

going greener 
• EU’s Green Deal will start impacting gas demand by 

mid-2020s  
• Europe has all the gas it needs and does not need any 

more large import pipelines 
•  The East Med has abundant renewable resources 
•  The energy future of East Med countries should rest on 

maximising the development of renewables and exploiting 
gas resources regionally – requiring resolution of regional 
problems - the EU could become a catalyst to achieve this 



Unlocking the future 
Post-Covid-19, East Med should unlock a regional future. It 
should 
• With exports to global markets becoming difficult, take a 

more realistic view of the future of East Med gas 
• Greece and Turkey can give the lead in rapprochement. 

Post-Covid-19 both countries must lift their economies. 
They can do this only by eliminating conflict through 
negotiations, or referral to ICJ if required 

• Such a development could also help Cyprus concentrate on 
solving Cyprob, decoupled from unrealistic energy 
aspirations 

•  For East Med gas the future is local and regional energy 
markets, with emphasis on renewables 


