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Abstract : South Korea cannot import natural gas in any form other than LNG because of the division of South and North
Korea. Further, the high proportion of natural gas in the national energy mix makes this resource crucial for energy security in
Korea. Expansion of Panama Canal will allow for reducing the cost of shipping between the Far East and U.S East. Panama
Canal expansion can have significant impacts on South Korea. Due to this situation, we review the natural gas optimal portfolio
by considering the uniqueness of the Korean Natural gas market and expansion of Panama Canal. In order to assess Korea’s
natural gas optimal portfolio, we developed natural gas portfolio model. The model comprises two steps. First, to obtain the
optimal long-term spot contract ratio, the study examines the price level and the correlation between spot and long-term
contracts by using the Markowitz, portfolio model. The optimal long-term spot contract ratio follows the efficient frontier of the
cost/risk level related to this price level and degree of correlation. Second, by applying the obtained long-term contract
purchase ratio as the constraint in the linear programming portfolio model, we determined the natural gas optimal import
portfolio that minimizes total intangible and tangible costs. Using this model, we derived the optimal natural gas portfolio
considering the expansion of Panama Canal. Based on these results, we assess the portfolio for natural gas import to Korea
from the perspective of energy security and present some relevant policy proposals.
Keywords : natural gas, Panama Canal, portfolio analysis, South Korea
Conference Title : ICGPCS 2017 : International Conference on Gas, Petroleum and Chemical Sciences
Conference Location : Rome, Italy
Conference Dates : May 04-05, 2017

World Academy of Science, Engineering and Technology
International Journal of Chemical and Materials Engineering

Vol:11, No:05, 2017

O
pe

n 
Sc

ie
nc

e 
In

de
x,

 C
he

m
ic

al
 a

nd
 M

at
er

ia
ls

 E
ng

in
ee

rin
g 

Vo
l:1

1,
 N

o:
05

, 2
01

7 
pu

bl
ic

at
io

ns
.w

as
et

.o
rg

/a
bs

tr
ac

ts
/6

75
69

.p
df

ISNI:0000000091950263International Scholarly and Scientific Research & Innovation 11(05) 2017 1

https://publications.waset.org/abstracts/67569.pdf

