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RISK INDICATOR
RISING ENERGY COSTS

Huge potential

W
ORLD ENERGY PRODUCTION 
is shifting on its axis, and this will 
transform pricing and demand, 
which could reverberate through 
the global economy for decades.

The USA is at the centre of this 
energy boom, with production of 
shale oil and gas increasing at 
unprecedented rates. According to 
the latest forecast from the Interna-

tional Energy Agency (IEA), the USA is set to become the world’s largest oil pro-
ducer within a decade – overtaking Saudi Arabia by 2020.

Tapping into its huge gas deposits means that the USA will also become a net 
exporter by 2020. These natural riches will help revitalise the troubled economy 
and perhaps also act as a bulwark against the increasing might of China.

Global oil prices have risen steadily for decades: the cost of a barrel of West 
Texas Intermediate (WTI) increased from $11.69 (€9) in 1998 to $141.06 in 
2008. Further, while the barrel price dipped sharply at the end of 2008 to $30.28 
because of the financial crisis, prices have been increasing since. At the time of 
writing, the barrel cost of WTI was just above $86. According to the IEA, global 
demand for oil is about 87.4 million barrels per day (mb/d) and this is set to rise a 
further 7 mb/d by 2020, to about 95 mb/d, putting more pressure on prices.

However, shale oil production is expensive and becomes viable only when 
oil prices are above the $80-per-barrel mark. So, the USA is likely not to over-
produce for export or risk pushing down the price the below the $80 mark.

In November 2012, the Organisation for Economic Co-operation and Devel-
opment said China’s economy would become larger than the combined econo-
mies of the eurozone countries by the end of the year and pass the USA before 
2017. Yet with China now the world’s largest energy consumer and the USA set to 
become its biggest producer, China’s drive towards global economic dominance 
may be forestalled through its rival’s potential financial resurgence.

Whether this happens depends mostly on China’s energy industry. The IEA 
estimates that China has the largest shale-gas reserves in the world.  Accessing the 
gas will prove challenging though, owing to geological issues. However, China is 
determined to find a solution as its gas consumption is increasing.

Gas demand has risen by about 15% per year since 2000, and levels should 
double within three years. While consumption per capita is still relatively small 
compared with other major economies, China’s vast population and industrial 
size mean any increase has enormous significance on prices and global supplies.

Shale gas o"ers relatively cheap energy opportunities, hence its increasing 
popularity despite the environmental controversy regarding the possibility of 
contamination that surrounds fracking – the main method of extraction. Until 
such concern becomes of legal significance, however, shale gas production is 
likely to expand and help to keep prices stable at a time of global rising demand.

These discoveries of new sources of oil and gas mean supply (and demand) 
has never been more plentiful. However, in the coming decade, the use of fossil 
fuels is likely to be challenged by renewable energy. Subsidies for renewable 
energy were $88bn in 2011; by 2035, they are expected to have tripled to $240bn. 

Renewable energy is the way forward for cheap, plentiful energy in the long 
term but for the immediate future at least prices will continue to be dictated by 
the production capacity of the global superpowers and a bunch of old fossils. SR

The USA is set to become the biggest oil producer 
in the world, which should help its problematic 
economy and thwart the rise of China

TOP FIVE
Data security breaches

“SOUNDBITES”
“As long as governments 
stick to austerity and to these 
measures, the public sector 
will remain at the heart of 
the contention.”
Pepe Egger, Exclusive Analysis
>> see News Feature, page 10

“Climate experts forecast 
more frequent extreme 
weather and greater impact. 
Depending on how telecom 
providers handle this risk, 
there could be an increased 
impact on them.”
Dr Marnix Dekker, ENISA
>> see Risks, page 20

“Being embedded where I am 
gives me an understanding 
of all aspects of the business.”
Sabrina Hartusch , Triumph
>> see Viewpoints, page 14

1. Heartland Payment Systems 
In 2008, 134 million credit cards 
were exposed by hackers using 
SQL injection to install spyware 
on the firm’s data systems.
2. TJX Companies Inc
In 2006, hackers accessed more 
than 94 million credit card 
details, taking advantage of a 
weak data encryption system. 
They stole data during a wireless 
transfer between stores.
3. Epsilon
Hackers stole the names and 
emails of millions of customers 
from Epsilon’s client list of more 
than 2,200 global brands in 2011.
4. RSA Security
Up to 40 million employee 
records were stolen in March 2011, 
costing the company about €51m.
5. Sony – €132m
Hackers shut down the 
PlayStation network in April-June 
2011 and stole full names, logins, 
passwords, home addresses,  
and credit card numbers from  
77 million accounts.

Sources: BP, International Energy Agency, 
WTI, Y Charts
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Hydroelectricity consumption 
(global) million tonnes oil equivalent

 
2001 587.2
 
2010 778.9
 
2011 791.5

Global oil demand 

2011 87.4 mb/d
 
2020 c95 mb/d
 
2035 exceeds 99mb/d

Global oil price (WTI)

1998  $11.69 per barrel
 
2008  $141.06 per barrel
 
2008  $30.28 per barrel
 
2012  $86.46 per barrel

Global headlines 

2011  Global renewables subsidies total 
$88bn

 
2020 USA to become net exporter of natural 

gas and world’s largest oil producer, 
overtaking Saudi Arabia

2035  Demand for natural gas increases by 
50% to 5 trillion cubic metres

2035 Subsidies for renewable energy reach 
$240bn

Natural gas production 
(global) billion cubic metres
 
2001 2,477.2
 
2010 3,178.2
 
2011 3,276.2

Natural gas consumption 
(global) billion cubic metres
 
2001 2,453.6
 
2010 3,153.1
 
2011 3,222.9

World consumption 
million tonnes oil equivalent 

Coal

Renewables

Hydroelectricity

Nuclear energy

Natural gas

Oil

Ten-year gas and 
oil price range

 Turning
up the heat


