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North American Natural Gas 
Market Outlook, Fall 2012

ABOUT NAVIGANT’S NORTH AMERICAN 
NATURAL GAS MARKET OUTLOOK »
Navigant’s bi-annual natural gas forecast provides a long-term outlook for the 
North American natural gas market—including supply, demand, imports and ex-
ports, and prices at key market points. The Outlook represents Navigant’s view of 
the market direction and serves as a reference point for market analysis and sce-
nario development, and other commercial and planning purposes for our clients.* 

On December 1, 2012, Navigant released North American Natural Gas Market Out-
look, Fall 2012, focusing on the trends and factors that will characterize North Amer-
ica’s future natural gas market through 2035. Key conclusions highlighted in North 
American Natural Gas Market Outlook, Fall 2012 include:

 » Continued expansion of natural gas use in the power generation sector

 » Modest revival of the U.S. industrial sector and consequent growth of demand 
for natural gas

 » Sustained development of onshore natural gas resources

 » A more optimistic view on future North American LNG exports

The North American Natural Gas Market Outlook, Fall 2012 spotlights healthy long-
term prospects for the North American natural gas market, with Henry Hub prices 
returning to above $5/MMBtu after 2020 and at $6.75/MMBtu by 20351.
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ABOUT NAVIGANT »

Navigant (NYSE: NCI) is a special-
ized, global expert services firm 
dedicated to assisting clients in  
creating and protecting value in 
the face of critical business risks 
and opportunities. Through senior 
level engagement with clients, 
Navigant professionals combine 
technical expertise in Disputes and 
Investigations, Economics, Financial 
Advisory and Management Con-
sulting, with business pragmatism 
in the highly regulated Construc-
tion, Energy, Financial Services and 
Healthcare industries to support cli-
ents in addressing their most critical 
business needs.

1 All prices in this article are reported in real 2011 U.S. dollars.
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NORTH AMERICAN NATURAL  
GAS DEMAND GROWTH EXPECTED 
TO COME FROM MAINLY  
ELECTRIC GENERATION AND 
INDUSTRIAL SECTORS »
Navigant projects that North American consumer natural gas 
demand2 will increase from 76.4 Bcfd in 2012 to 104.6 Bcfd in 
2035, as illustrated in Figure 1. 

Most of the significant growth in the sector will occur over 
the next decade, driven by a combination of greater use of 
gas-fired generation plants and higher natural gas demand 
for industrial use. Projected domestic consumption of natu-
ral gas will grow at an average of 1.6 percent per year from 
2012 through 2020, with the growth rate moderating to an 
average of 1.1 percent per year thereafter. 

Much of the projected growth prior to 2020 will be due to 
increased coal-to-gas substitution in the power sector as a 
result of persistently low natural gas prices, and scheduled 
retirements of existing coal-fired generation plants across the 
U.S. The anticipated renaissance of the U.S. industrial sector, 

propelled by low natural gas prices, combined with contin-
ued growth in the industrial use of natural gas in Canadian 
oil sands production will also contribute to the projected in-
crease in natural gas demand. Total North American natural 
gas consumption for gas-fired generation and industrial use 
are projected to grow at average annual rate of 3.1 percent 
and 1.6 percent respectively through 2020. Between 2020 
and 2035, projected natural gas demand growth will slow 
to 2.2 percent annually for gas-fired generation and 0.6 per-
cent annually for industrial use. Regardless of this slow down, 
all indications are for healthier development of the North 
American natural gas market.

Throughout the forecast period, natural gas consumption in 
the residential and commercial sectors will remain flat with 
an average annual growth rate of 0.1 percent, primarily be-
cause the impact of household growth is offset by efficiency 
gains. Similarly, the projected growth of fuel demand for nat-
ural gas vehicles (NGVs) will be limited to 0.3 Bcfd from 2012 
to 2035. Due to the significant capital requirements for large 
scale infrastructure development, as well as slow vehicle 
fleet turnover rates, Navigant maintains a conservative view 
towards the penetration of NGVs into the U.S. vehicle fleet.

APPALACHIA, EAGLE FORD, AND 
WCSB SHALES WILL SUPPORT 
NORTH AMERICAN DRY NATURAL 
GAS PRODUCTION GROWTH »
Continued development of the abundant North American 
onshore shale resources largely dictates the future land-
scape of regional natural gas production. Despite low natu-
ral gas prices in 2012 (due to slow economic recovery and 
a warm 2011-2012 winter), overall dry natural gas output in 
the U.S. has remained steady throughout the year as a result 
of higher drilling efficiency, increased drilling in liquids-rich 
plays, and infrastructure expansions, especially in the U.S. 
Northeast region. As gas prices recover in the coming years, 

Figure 1. North American Natural Gas Demand Outlook

Source: Navigant North American Natural Gas Market Outlook, Fall 2012
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2 Includes residential, commercial, industrial, electric generation and vehicle fuel sectors.
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drilling activities are expected to return to dry plays includ-
ing Haynesville, Fayetteville and Barnett, which will contrib-
ute to an overall increase in U.S. natural gas production. The 
bulk of the U.S. dry natural gas production growth, however, 
is projected to come from the Appalachia and Eagle Ford, 
and the collective projected dry natural gas output growth 
from these shale basins will account for 81 percent of the to-
tal U.S. dry natural gas production growth from 2012 through 
2035. In comparison, natural gas volumes produced from U.S. 
conventional resources, such as offshore Gulf of Mexico, are 
projected to decline. Similarly, growth in the Western Cana-
dian Sedimentary Basin (WCSB) shales more than offsets the 
projected steep decline in Canadian conventional produc-
tion. As a result, the percentage of unconventional gas that 
makes up North American dry natural gas production is pro-
jected to grow from 33 percent in 2012 to 63 percent in 2035. 
As illustrated in Figure 2, the overall North American dry natu-
ral gas production will grow by 43 percent from 83.7 Bcfd in 
2012 to 119.6 Bcfd in 2035.

Figure 2. North American Natural Gas Supply Outlook

Source: Navigant North American Natural Gas Market Outlook, Fall 2012
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THE U.S. :  A NET NATURAL GAS 
EXPORTER IN 2019 »
Rapid expansion of domestic natural gas production, primar-
ily from shale resources, has changed the U.S.’s dependency 
on imported pipeline natural gas and LNG. Not only have 
most U.S. LNG import terminals been left vastly underutilized, 
but the recent domestic natural gas production growth has 
also affected U.S. pipeline natural gas imports from Canada. 
Development of the Marcellus and Utica shales has altered 
the natural gas supply picture in the Northeast region of the 
U.S. and has started to push Canadian gas back through the 
traditional import route along the TransCanada Mainline. 
Supply volume from the Rockies to the Northeast and Mid-
west regions are also being diverted to the West due to the 
significant developments of Marcellus and Utica shales. This 
will serve to partially displace Canadian natural gas imports 
and exert pressure on the traditional gas import routes from 
the WCSB (Alliance, Northern Border and Great Lakes that 
serve the U.S. Midwest, and even GTN-NW and Westcoast 
systems to the far West) and cause Alberta and British Co-
lombia natural gas volumes to look for new destinations. 

Navigant estimates the U.S. will become a net LNG export-
er in 2016 and net natural gas exporter in 2019. In addition 
to pipeline exports to Mexico (3.2 Bcfd in 2035) and eastern 
Canada (2.0 Bcfd in 2035), the U.S. is projected to export 
domestically domestically-produced gas in liquid form to 
the global market. As illustrated in Figure 3, Navigant’s North 
American Natural Gas Market Outlook, Fall 2012 includes 
4.0 Bcfd of LNG export capacity from the Gulf Coast, with 
projects coming online from 2015, and 0.8 Bcfd from the 
U.S. West Coast, with projects starting up in 2017. Together, 
with another 2.0 Bcfd of LNG export capacity projected to 
be built along the coast of British Columbia, Canada, these 
facilities will result in a total of up to 6.8 Bcfd of LNG exports 
from North America by 2020.
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STABLE LONG-TERM PRICES POINT 
TO A HEALTHY NORTH AMERICAN 
NATURAL GAS MARKET »
Over the short term, North American natural gas prices are 
projected to recover from 2012 lows, but will stay at moder-
ate price levels for the next few years. As shown in Figure 4, 
the natural gas prices at Henry Hub are projected to aver-
age $3.74/MMBtu between 2013 and 2015. From 2016 to 
2020, Henry Hub prices are expected to rise to more than 
$5/MMBtu as a result of a combination of factors including 
increased gas-fired power generation, higher natural gas 
consumption for industrial use and a number of LNG export 
projects coming online. 

After 2020, natural gas prices are projected to continue the 
upward trend — albeit at a slower rate — reaching $6.75/
MMBtu in 2035. These projected price levels are supportive of 
natural gas drilling economics, and therefore enable sustain-
able upstream development. At the same time, end users, 
industrial players and utility operators will continue to benefit 
from moderate and stable natural gas prices. 

Overall, the estimated magnitude of this massive resource, 
particularly from onshore shale resources, will provide the 
North American natural gas industry the ability to better 
manage its resources and therefore its markets, resulting in 
increased capability to achieve a balance between supply 
and demand. As a result, natural gas prices in North America 
are expected to stabilize, demonstrating less volatility over 
the long-term, and helping to support a healthier market en-
vironment for both producers and end consumers.

Figure 4. Henry Hub Outlook
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Figure 3. North American LNG Export Outlook

Source: Navigant North American Natural Gas Market Outlook, Fall 2012
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* The information contained in “North American Natural Gas Market Outlook, Fall 2012,” is a summary and reflects Navigant’s 
current expectations based on market data and trend analysis. Navigant’s market predictions and expectations are inherently 
uncertain and actual results may differ materially from those contained in this press release or the Outlook. Navigant undertakes 
no obligation to update any of the information contained in the Outlook.


