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Overview
Visionary

Take-Aways
	China is progressing in its quest to switch from coal to natural gas.
	Beijing has created the state-owned National Oil & Gas Pipeline Group.
	China’s natural gas industry is liberalizing, opening opportunities for foreign investors and operators.


Recommendation
Think of a big city in China, and what do you imagine? A bustling metropolis, 5,000 years of history and art, a meteoric rise from poverty to wealth in only a few decades, and of course, dirty, smoggy white skies. Big cities in China have a hazy reputation, but that may soon change, thanks to Beijing’s new focus on making natural gas a more common means of creating energy. In this special report from the Boston Consulting Group’s Center for Energy Impact, Alex Dewar explains what the new state-owned National Oil & Gas Pipeline Group might mean to people in China – and to foreign investors. 

Summary
China is progressing in its quest to switch from coal to natural gas.
Beijing is taking steps to reach emissions reduction goals and turn its urban centers’ skies from gray to blue. Natural gas is a key part of the strategy. Today, China is one of the top three nations, globally, in terms of natural gas consumption. That demand is expected to increase as China incentivizes a shift away from coal. 
“Demand for natural gas is expected to rise by more than 8% per year through 2025.”

At the end of 2019, Gazprom, a Russian energy corporation, opened the “Power of Siberia” pipeline. By 2022, the pipeline will provide as much as 10% of China’s gas supply. At 8,100 kilometers, the pipeline is a physical manifestation of Beijing’s commitment to natural gas. 
Beijing has created the state-owned National Oil & Gas Pipeline Group.
China has three national oil and gas companies (NOCs): the China National Offshore Oil Corporation, the China National Petroleum Corporation, and the Sinopec Group. The new National Oil & Gas Pipeline Group will control the pipeline assets of all three companies.
“By providing better access to the transmission network, Beijing aims to increase and expand sources of gas supply, develop a broader gas market and encourage private investment.”

Coal and oil are still cheaper than natural gas, but the creation of the holding company might lower gas prices, making it more accessible. In the past, oil and gas companies focused on raising revenue. Current changes will make gas similar to a regulated utility, with tariffs that defray the costs of growing the network.
China’s natural gas industry is liberalizing, opening opportunities for foreign investors and operators.
So far, it’s unclear how the National Oil & Gas Pipeline Group will operate, but it is likely that China will enlist the skills of third-party operators. Inland China lacks transmission infrastructure. Independent operators would be best positioned to raise funds and build pipeline networks.
“The business opportunity is substantial, given that BCG estimates that the gross margin pool in midstream and downstream gas within China could grow to more than $12 billion by 2025.”

Regulations and tax policy in China have long created difficulties for foreign investors trying to repatriate funds. They may find that coming changes in the energy market will favor investments in the gas industry.
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