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ABSTRACT

1. Background and Objectives

U.S. President Donald Trump intends to encourage the
development and production of fossil fuels in the U.S. and to
promote exports of them. For that to happen, he argues that
regulations put in place in the energy sector have to be eased or
repealed. All these represent a significant change of direction from
former President Barack Obama's energy policies, where ambitious
actions on climate change were taken and efforts to reduce the use
of fossil fuels were made.

This policy change in the U.S., a main producer of crude oil and
natural gas and a leading country in the renewable energy industry,
would have a significant impact not only on the U.S. energy industry
but on the global oil and gas markets, the renewable energy industry,
and climate change policies. With the new administration taking
office in the States, its energy policy is expected to change
significantly. Therefore, it is very meaningful to make efforts to
study changes in U.S. energy supply and its impact on the world
markets and, of course, to find ways for the Republic of Korea to
deal with them. It is particularly so because Korea relies heavily on

foreign energy resources.
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The purpose of this study is to draw implications for Korea by
reviewing changes in the U.S. energy policy during the early days of
the Trump administration, interpreting and analyzing the content and
meaning of relating measures taken by the administration, and
predicting the impact of the changes on the energy sector around the

world including the US and the direction they head.

2. Summary

After President Trump took office, there have been many changes
in the U.S. energy and climate policies. As the phrase "America
First," which means to put the national interests of the U.S. first, has
been applied as a principle to every policy under the Trump
administration, the new energy policy has been announced under the
name of America First Energy Plan.

As proposed in the America First Energy Plan, the Trump
administration has been trying to expand the development of fossil
fuels in the U.S., to lift regulations related to the energy industry,
and to limit the role of the U.S. Environment Protection Agency
(EPA) by using executive orders and the Congressional Review Act
(CRA), and nominated the heads of federal departments and agencies
like the Department of Energy (DOE), the Department of State
(DOS), and EPA with those who have the similar view on the
energy policy as the President himself. Coinciding with the crude oil

production cut by the OPEC (Organization of the Petroleum



Exporting Countries), the U.S. productions of oil and gas have been
sharply increasing. The crude oil production in the U.S. in the first
week of April 2017 jumped to 9.24 million barrels a day, compared
to the annual average of 8.9 million barrels a day in 2016. The
crude production in the U.S. has increased by more than 30 thousand
barrels a day compared to 2016, equivalent to a quarter of OPEC's
production cuts. As the crude production of the U.S. in 2018 has
been expected to increase by one million barrels a day from 2016,
the U.S. influence in the global oil market will likely grow, and low
oil prices could last longer. In fact, U.S. crude oil exports had not
increased significantly in 2016, right after lifting ban on crude oil
exports, but they have been expanding in 2017 thanks to the WTI -
Brent spread has been increased.

It is certain that the share of natural gas in the U.S. energy
exports will grow. From the perspective of energy security, natural
gas is less important than crude oil somehow, and not many concern
about massive exports of natural gas. Moreover, the price of natural
gas in the U.S. is expected to be stable due to the relatively low
production costs, and natural gas production exceeds the domestic
consumption, allowing more gas to be exported. Liquefied natural
gas (LNG) is predicted to lead U.S. natural gas exports going
forward. When oil prices are low, LNG from the Middle Ease could
have a competitive edge due to oil-price indexation. However, U.S.

LNG 1s more flexible in terms of contracts since not tied to
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take-or-pay and destination clause. Also, the competitiveness of U.S.
LNG could be improved if the domestic price of the U.S. natural gas
stays lower under the Trump administration.

In the long term, the use of coal-fired power plants in the U.S.
will sharply decrease while the use of natural gas-fired power plants
and renewable energies will continue to grow. The generation by
natural gas-fired power plants is expected to exceed that of coal-fired
power plants by the mid- 2020s, and even the generation by
renewable energies is expected to surpass that of coal-fired power
plants around 2030. However, if the CPP (Clean Power Plan), halted
by Supreme Court and currently being reviewed by EPA following
the President Trump's executive order, was eliminated, the generation
by natural gas-fired power plants would exceed that of coal-fired
power plants by the mid-2030s, and the generation by renewable
energies would not reach that of coal-fired power plants, though the
renewable energy industry would continue to grow. Nevertheless,
natural gas-fired power plants and renewable energies would grow
continuously in the long run, and coal -fired power plants would not
reverse its horizontal trend to upward. In spite of the President
Trump's skepticism towards renewable energies and his policies to
promote fossil fuels, investments in renewable power generation
facilities and generation by them are expected to expand
continuously thanks to federal tax credits which are effective until

around 2020, advances in renewable energy technology, and growing



competitiveness of the U.S. renewable energy industry.

President Donald Trump, a fierce critic of climate change policies
during the presidential campaign, has ordered to roll back many of
the Obama administration’s climate change mitigation efforts since
his inauguration. For the U.S. withdrawal from Paris Agreement,
which has been paid the most attention, many have been skeptical
about the possibility of the U.S. withdrawal because it would bring
little benefit to the U.S. and even many U.S. energy companies are
against it. Nonetheless, President Trump announced that he would
pull the U.S. out of the climate deal, citing American interests come
first. In accordance with Paris Agreement, it takes up to four years
to effectively withdraw from the agreement, meaning the U.S will
remain as a party to the Paris deal until at least November 4th, 2020
and for most of Trump’s presidency. Therefore, the Trump
administration is expected to repeal or rewrite a number of federal
regulations not bound by Paris Agreement. The concern that the U.S.
exit will severely weaken global efforts to combat climate change
has been somewhat relieved after the EU, China, India, and other
major players have pledged to uphold their commitments to the
Agreement and reiterated their willingness to pursue further
emissions reductions with or without the US. Considering the U.S. is
the second-largest emitter of greenhouse gases in the world, however,
its exit would have an unavoidable impact on the new climate

regime.
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3. Research Outcome and Policy implications

In response to the U.S. policies to expand fossil fuels production
and to promote their exports, Korea should take necessary actions.
Crude oil imports need to be determined with careful consideration
in terms of their prices, shipping costs, and suitability to domestic
refineries, and refineries in Korea should continue to try to import
crude oil at the best prices possible, securing the suitability to the
domestic refining facilities. Advances in crude oil production
technologies and growing oil production in the U.S. are highly likely
to improve the competitiveness of U.S. crude oil. The fact that the
prices of U.S. crude oil remain lower than Dubai and Brent crudes
and their price differences have grown compared to those in 2016
can be seen as another positive sign.

U.S. natural gas production is expected to grow continuously,
allowing more gas to be sold overseas. Under the circumstance, the
Trump administration would double the efforts to lift LNG exports.
Korea has already secured LNG supply to meet the domestic gas
demands until 2025 and signed contracts to import 5.6 million tons
of U.S. LNG each year. With deals of about 9 million tons of LNG
set to expire by 2025, the country is likely to negotiate new
contracts, during Trump’s presidency, on the LNG supply for after
2025. In case of low oil prices below $60 per barrel, where U.S.
LNG prices would likely be higher than the prices of other
oil-indexed LNGs, an increase in U.S. LNG imports may lift the

Vi



importing costs, driving up the domestic price of natural gas in
Korea. The medium- and long-term recovery of oil prices above $80
per barrel, by contrast, will enhance price competitiveness of U.S.
LNG. This price advantage will be further improved when U.S. oil
and gas production technologies continue to advance and its shale oil
and gas productions keep growing. Thus, the competitiveness of U.S.
LNG is to be monitored constantly and additional contracts for U.S.
LNG imports should be carefully made by analyzing the impact from
the commercial perspective considering the advantages and changing
price- competitiveness of U.S. LNG and the nature of the contracts,
lasting over 15 years.

In March 2017, the Korean government established legal basis to
consider environmental effect and safety as well as economics when
crafting electricity supply and demand plan and determining a
dispatch order. This policy change may impose -constraints on
electricity generation from fossil fuels and nuclear power, resulting
in favorable conditions for natural gas-fired electricity generation to
increase. This will highly likely increase natural gas imports, and
U.S. LNG could become one of the options.

Market conditions are less favorable for renewable energy and new
energy industry under the Trump administration. A successful
penetration of the Korean companies to the U.S. renewable market
requires meticulous research on the local market and different laws

and regulations by state. At the same time, it is needed to expand
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the Korean domestic market, diversify the export markets other than
America, and implement strategies to maintain the U.S. market to
cope with a phase-out of federal tax credits, because the U.S. is one
of the advanced markets with a well-functioning market system.
Building up track records in the target markets and cost reduction
efforts are the keys to strengthen the competitiveness in the advanced

markets including the U.S.
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20) Reuters, 2017.4.13., ‘Dakota Access Pipeline to start interstate service May 14’
(http://www.reuters.com/article/us-north-dakota-pipeline-idUSKBN17F2TO, A<
d: 2017.4.13)

21) Wt ) A}o] E(https://www.whitehouse.gov/the-press-office/2017/01/24/presiden
tial-memorandum-regarding-construction-american-pipelines, &Y 2017.1.27.)
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e Power Sector Carbon Pollution | 3} ¥H 4 CO2 vi&AI7]=
=474 | PM
Standards('13.6) nhE 2 A
R from Devlopment | 2% 4 54E 5
PM . . AejA ol o] 7158 FF
and Encouraging Related Private Qs 9 g 27
Investment('15.11)
=] 3 le) X
M Clima.te Change and National Ejt‘o;é@:rgiol\] %%7}%}; ;g A
Seeurty(165) A5zt 9% w8l A
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' =A 71 5Hsds & 29
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Environmental Policy Act
Reviews('16.8)

Carbon Pollution Emission
Guidelines for Existing 71E gz tg co2
Stationary Sources: Electric ] S A

Utility Generating Units('16.8)

RG

Standards of Performance for

Greenhouse Gas Emissions from
New, Modified, and Al
Reconstructed Stationary Hl)
Sources: Electric Utility
Generating Units('16.8)

=L 1M 3
RG " 47710 gk Co2

T 3t
A

e

Federal Plan Requirements for
Greenhouse Gas Emissions From
AHE RG | Electric Utility Generating Units
Constructed on or Before
January 8, 2014('16.10)

CPP °o|JAE mAZE T
s e 71E AY At

Legal Memf)randum CPP Bel WA o]z T3t
AM | Accompanying Clean Power o

Plan for Certain Issues('16.8)

Federal Land Coal Leasing
Moratorium(Discretionary el

SO | Programmatic Environmental o 2 7E 239 ganE
Impact Statement to Modemize | =

the Federal Coal Program)('16.1)

Oil and Natural Gas Sector:

RG Emission Standards for New, {7t BE AR
Reconstructed, and Modified A wlETE e
Sources('16.6)

Oil and Gas; Hydraulic ANERA " A3

RG | Fracturing on Federal and Indian | Aol A9 $tuba B
Lands('15.3) 371 94 ey 3
General Provisions and HAY  EX A ATt

RG | Non-Federal Oil and Gas N PYafel] mE BA7E
Rights('16.11) 4 B5olF 73}

AAE | RG |Management of Non Federal Oil | 37499 43}E 9%
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and Gas Rights('16.11)

=
Waste Prevention, Production AWUEA  H AN EX Y
RG | Subject to Royalties, and ARt AL A S2AFE
Resource Conservation('16.11) T 2% HE A

Final Rule for Model Year 2017
and Later Light-Duty Vehicle
RG | Greenhouse Gas Emissions and
Corporate Average Fuel
Economy Standards('12.18)

2022~2025L4@ 8k
1715 uig A4

Emission Standards for Cars and EJ_ A

RP | Light Duty Trucks - Model

=]
Years 2022-2025('17.1) G71120] % 23_3]7]1 o

A4 <%)

RG | Clean Water Rule('15.5)
TALOE A&

: RG: Regualation (7A Ee AdAdA AR 2 - A= Al), EO:

Executive order (5% A=), PM: Presidential Memorandum (TH&

), SO: Secretary’s Order(AWF# A& W¥H), AM: Agency Memorandum

(SFEA 2 A o] v R), RP: Reports (B R1L4), GD: Guidance (X13)
Ag: Wbyt ¢ Ako] E(www.whitehouse.gov)S EUE AAZ}F ATA

Ct oL X| 2 AHSIME ?let 2| =ZxE F=Z

u]l 9]3]= 9|34 AFH(Congressional Review Act, CRA)l| 2] A3}
o #HEHE A 6043 371Y) ol AW AH7]F(federal
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ABEE v FHUAHHIYI(US. Securities and Exchange
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U2 EX#2] = (Bureau of Land Management)2] Aol tst =

Al oAy,
R4 AR, REANEY 505 AT AReE & AelRick

Perry) A BlALA FRA}, 8T o= P28 2]<S(Rex Tillerson) A

25) Congressional Research Service, 2001.10.10., ‘Disapproval of Regulations by
Congress: Procedure Under the Congressional Review Act’, p.2
26) AR AAATY, 2017.2.13. “AA AR A QAACIE A|17-45°, p.45
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27) Forbes, 2017.1.11. ‘Rex Tillerson To Congress: ‘I Am A Realist”
28) Reuters, 2017.1.19. ‘Trump’s energy pick Perry softens stance on climate change’
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29) CNN, 2017.1.18. ‘Trump’s EPA pick: Human impact on climate change needs

more debate’
30) Washington Post, 2017.4.14., ‘Scott Pruitt calls for an ‘exit’ from the Paris

accord, sharpening the Trump White House’s climate lift’
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Z}E: Forbes(2017.1.11.), CNN(2017.1.18.), Reuters(2017.1.19.), Washington
Post(2017.4.14.)
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31) Office of Management an Budget, ‘America First : A Budget Blueprint to Ma
ke America Great Again’(https://www.whitehouse.gov/sites/whitehouse.gov/files/
omb/budget/fy2018/2018_blueprint.pdf, H<Y: 2017.4.1.)

HI3E ERZ AEEO| oUX| U 7ISHH v

s

41



VARG IS PNES

2018 o akeba2 oA oF 2809 & E HjAste] Hd
il oF 5.6% AHetdh mlAlU AR+ 20001d ] o] % olvA]|, &7
AAE Aol g3t ml=e] QHEeoF MY FHE= A A o
ATE Al o] & FslA v=e] AI|AA 2B W3} oA 7] )
& StE S3 T T AR Fdska )t 2018 ol 4kqk
A& FAet vRIHAZ dFriER 2G-Sl et il &
ok oA oA AT F AR 2 S HY = o B
3l T2 659 2HE miASAL F7HEl(Yucca Mountain)
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32) Office of Management an Budget, ‘America First : A Budget Blueprint to
Make America Great Again, pp.19~20
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33) Office of Management an Budget, ‘America First : A Budget Blueprint to
Make America Great Again, pp.33~34

34) Office of Management an Budget, ‘America First : A Budget Blueprint to
Make America Great Again, pp.41~42
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