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Global LNG markets heading towards supply glut; likely to benefit India’s gas
offtake: ICRA

e Nearly ~193 MMT of LNG production capacity to be added from CY2024 to CY2028 leading to LNG
supply glut amid modest global demand growth expectations

e India’s natural gas consumption to grow 6-8% YoY with offtake driven by city gas distribution and the
refinery sectors amid subdued LNG prices

ICRA highlighted that after two volatile years in terms of natural gas supplies and pricing in CY2022
and CY2023, the global liquified natural gas (LNG) markets are now heading towards significant supply
glut with large capacity additions planned from CY2024 to CY2028. Globally, about ~193 MMT of the
LNG production and liquefaction capacity is slated to be added over the course of the next four years.
Significant capacity addition amid expectation of modest demand growth in the global natural gas
consumption will keep the LNG prices under check, benefitting India.

Speaking on this, Girishkumar Kadam, Senior Vice President and Group Head, Corporate Ratings,
ICRA Ltd, said: “Global natural gas consumption is expected to witness modest growth, given the focus
of the major natural gas consumers in regions of European Union, Japan & Korea towards other
sources of energy. Amidst these demand headwinds, the LNG capacity addition over the next four year,
which is equivalent to ~41% of the current global LNG production capacity, is expected to result in a
downward pressure on the global LNG prices. India thus stands to benefit in terms of availability of
LNG at reasonable prices over the medium term, notwithstanding the near-term volatility amid geo-
political tensions in West Asia.”

India’s gas consumption, after witnessing headwinds in FY2023 owing to the elevated LNG prices,
recovered sharply to 187.9 mmscmd in FY2024 (~17% increase YoY) with easing of LNG prices.
Consumption in India is expected to grow by 6-8% YoY in FY2025, supported by softer LNG prices and
an uptick in the domestic gas production. This growth is supported by the City Gas distribution (CGD)
sector, followed by the refineries’ offtake. The demand from the CGD sector is underpinned by the
CNG segment, which remains robust owing to the strong economic advantage over alternate fuels,
following the strong uptick in CNG vehicle sales in the last couple of years. The increasing adoption of
electric vehicles in the passenger vehicle and bus segments will remain key threats for the CNG offtake.
Additionally, ability of the CGD entities to ensure availability of CNG at competitive prices going
forward will remain a key challenge, given the falling share of the APM gas in the overall gas mix. The
fertiliser segment will remain the largest off-taker of natural gas, albeit the demand from hereon is
not expected to grow, given there are no further capacity expansions in the urea segment.

Going forward, domestic gas production will witness marginal growth over the course of FY2025 and
FY2026 with the ramp up of production from ONGC’s KG-98/2 basin in Q4 FY2025 and on-streaming
of few stranded gas production fields. Given the expectation of a growth of 6-8% YoY in natural gas
consumption in the country, the reliance on LNG will, however, remain material. The share of LNG in
the gas mix is projected to increase from 48% in FY2024 to 50% in FY2025. However, since domestic
production is expected to start moderating from FY2028 onwards, the reliance on LNG would further
rise as India looks to increase the share of natural gas in the energy mix.
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EXHIBIT 1: TREND IN NATURAL GAS PRODUCTION IN INDIA, MMSCMD
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EXHIBIT 2: TREND IN DOMESTIC AND LNG GAS CONSUMPTION IN INDIA, MMSCMD
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Click here to access our previous press releases on the sector.
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All information contained herein has been obtained by ICRA from sources believed by it to be
accurate and reliable. Although reasonable care has been taken to ensure that the information
herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness
or completeness of any such information. Also, ICRA or any of its group companies, while publishing
or otherwise disseminating other reports may have presented data, analyses and/or opinions that
may be inconsistent with the data, analyses and/or opinions presented in this publication. All
information contained herein must be construed solely as statements of opinion, and ICRA shall not
be liable for any losses incurred by users from any use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your
newspaper / magazine / agency. The Press Release may be used by you in full or in part without
changing the meaning or context thereof, but with due credit to ICRA Limited. However, ICRA Limited
alone has the sole right of distribution of its Press Releases for consideration or otherwise through
any media including, but not limited to, websites and portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency. Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group
ICRA). ICRA is a Public Limited Company, with its shares listed on the Bombay Stock Exchange and the
National Stock Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s
largest shareholder.
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