China’s Oil Imports Soon to Dwarf Those of US
by Gary Lamphier
August 21, 2013: Edmonton - China will overtake the U.S. as the world’s top crude oil importer by 2017, Wood Mackenzie predicts, presenting huge growth opportunities for Canada and other major oil exporting nations.
In a new report, the global energy consulting firm says China’s oil imports will reach 9.2 million barrels per day by 2020.  That’s up about 70% from the current level, and some 270% above the 2005 level.
U.S. imports, which have dropped steadily while output from North Dakota’s Bakken field and other so-called ‘tight oil’ plays grows, will sag to just 6.8 million barrels a day by 2020, the firm says.  The U.S. now imports about 7.75 million barrels of crude per day, down from a high of 10.1 million barrels a day.
“China and the U.S. are heading in opposite directions,” says William Durban, Wood Mackenzie’s Beijing-based president of global markets, in a release announcing the report’s findings.  “Although the U.S. was the largest import market before, China will surpass U.S. demand for oil imports and peak (spending).  Notable also is a change in traditional suppliers — China will look towards OPEC supply more, as the U.S. relies on it less,” he says.  “These are trends that suppliers should look out for, but equally, a trend China must consider in evaluating its cost structure.”
The total value of China’s crude imports is expected to hit $500 billion US by 2020, as the country’s vehicle fleet expands exponentially.  That’s about 50% greater than the value of U.S. crude imports at their historic peak.
By 2020, America’s declining need for imported crude will push the value of total imports down to just $160 billion, Wood Mackenzie says, or less than 1/3 the value of China’s imports.  The big projected run-up in the price tag for China’s imports reflects both increased volumes asnd its dependence on higher-priced Brent crude, the benchmark international grade.
The rapidly unfolding shift in supply-demand fundamentals for the world’s 2 largest oil consuming nations is expected to have a dramatic ripple effect worldwide, with OPEC’s members supplying 66% of China’s oil imports by 2020, up from just 52% in 2005.
Western Canada’s growing oil production is also expected help meet China’s fast-expanding needs, Wood Mackenzie predicts.  One of the 2 proposed oil pipelines from Alberta to the west coast expected to be in operation between 2018 and 2020.
“This demonstrates that there is going to be growing market demand and opportunity for Canadian crudes coming off the west coast, be they heavy oil, diluted bitumen from the oil sands, or even tight oil or synthetic crude,” Harold (Skip) York, Wood Mackenzie’s principal oil market analyst, told the Journal.  “So there is a growing appetite for crude in Asia — China in particular — and if you’re growing production like Alberta is, you’d like to sell it into a market where demand is growing.  That’s where the 2 markets marry up very well,” he notes.
“The other big impact will be in the Middle East.  As North America pushes crude (imports) out — because of the growth of heavy oil production in Canada and tight oil production in the U.S. — those Middle Eastern supplies will need to find another home.  China offers that alternate market to sell into,” he says.
Although there has been fierce opposition in British Columbia to both Enbridge’s proposed Northern Gateway pipeline to Kitimat, and Kinder Morgan’s expanded Trans Mountain pipeline to Burnaby, York says Wood Mackenzie remains confident that both pipelines will eventually get built.
“Our working assumption is that both pipelines will eventually go, but they won’t come on at the same time.  Now that the Trans Mountain expansion is almost as big as Northern Gateway, they’re a bit (interchangeable).  But we think we’ll get one of them in the 2018 to 2020 range.  And then the next one comes on beyond 2020, sometime in the next decade.  But we believe they’re both necessary,” he says.
“The interesting dynamic that’s now been introduced is that TransCanada’s successful open season for (the proposed) Energy East (pipeline to New Brunswick) opens another way to get crude to Asia.  It’s a more expensive and longer route, but if the west coast pipelines don’t show up, or don’t (get built) on time, Energy East offers Alberta producers an alternate way to get to that growing production to market.”
York says Wood Mackenzie also expects TransCanada’s proposed Keystone XL pipeline to finally be approved by U.S. President Barack Obama, after years of delays.  “We still think Keystone XL makes a tremendous amount of sense.  The debate — I wouldn’t say it’s been decided — but XL’s proponents have a pretty strong position.  So we’ll review the timing, but in all likelihood we’re going to simply push it out to 2018 or 2019.”
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