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SUMMARY 

⚫ US oil and gas production and exports continue to rise. The second Trump administration has promoted 

fossil fuels and pursued deregulation and other measures, while securing commitments from other 

countries to purchase US energy through tariff negotiations. 

⚫ Heightened geopolitical risks, including the Russia-Ukraine war, which has continued since 2022, and 

escalating tensions in the Middle East since February 2026, could further increase global demand for US 

fossil fuels. 

⚫ Rising energy prices may improve the economic viability of expanding US production. However, increasing 

exports will require the development of transport infrastructure from drilling sites to export terminals. This 

process is expected to create business opportunities for Japanese companies. It will be important for 

Japanese companies that choose to participate to assess global fossil fuel demand and form alliances with 

the public sector. 

1. THE US BECOMES A NET ENERGY EXPORTER 

The closure of the Strait of Hormuz amid escalating tensions in the Middle East prompted importing countries 

to consider diversifying their sources of supply, as volumes equivalent to 20% of global oil demand and 20% of 

global LNG (liquefied natural gas) demand pass through the strait. The US produces abundant oil and natural 

gas, and no apparent serious chokepoints are affecting maritime transport. Increased procurement from the US 

offers a means of diversifying risk, but many challenges remain. This report assesses the relative position of 

US oil and gas compared with supplies from the Middle East and Russia and examines the prospects for 

increased exports from the US.1 

1-1. PRODUCTION AND EXPORTS CONTINUE TO RISE DESPITE CHANGES OF 

ADMINISTRATION 

The US had prohibited crude oil exports since 1975. Although there was no ban on gas exports, the country 

was still building LNG import terminals into the 2010s. The US has since become a net exporter of oil and gas 

and achieved energy independence.2 This major transformation was driven by the shale revolution of the 2010s, 

 
1 Japan would need to modify its domestic refineries, which are designed primarily to process Middle Eastern crude, in order to 

import and use US light crude. However, due to space constraints, this report focuses on whether exports from the US will increase in 

the future. 
2 The US became a net exporter of natural gas in 2017 and of petroleum products, including refined products, in 2020. It remains a net 

importer of crude oil alone, with net imports of approximately 2.2 million barrels per day in 2025, primarily from Canada, which 

supplied approximately 3.5 million barrels per day. 
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and in 2015 the country lifted its 40-year ban on crude oil exports. 

In general, the Democratic Party places greater emphasis on environmental protection, while the Republican 

Party prioritizes fossil fuels. However, somewhat unexpectedly, it was the Democratic Obama administration 

that lifted the crude oil export ban. This was followed by three changes of administration—to the Republican 

first Trump administration, the Democratic Biden administration, and the second Trump administration—which 

also brought shifts in energy policy. In particular, the Biden administration revoked the permit for the Keystone 

XL Pipeline project, which was intended to transport Canadian oil sands to the US,3 and temporarily suspended 

reviews of new LNG exports to countries with which the US does not have a Free Trade Agreement (FTA).4 It 

also promoted the adoption of electric vehicles (EVs) by tightening vehicle emissions and fuel economy 

standards and introducing tax credits for EV purchases, while also imposing emissions regulations on thermal 

power plants, creating headwinds for fossil fuels. However, compared with the highly volatile clean energy 

sector, where changes of administration have led to the introduction or withdrawal of massive subsidies, the 

effects of policy shifts have been limited, and crude oil and gas production and exports have continued to trend 

upward (Figure 1). 

 

1-2. GROWING INTEREST IN US ENERGY AMID THE RUSSIA-UKRAINE WAR 

The Russia-Ukraine war, which has continued since February 2022, has increased the prominence of US LNG. 

This is because European countries, which had relied on imports from Russia, shifted their main source of 

supply to the US following the outbreak of the war (Figure 2). In 2025, US LNG exports nearly reached the limit 

of the country’s liquefaction capacity, making it the world’s first exporter to exceed 15 billion cubic feet per day. 

 

 
3 Executive Order 13990, issued on January 20, 2021, his first day in office, revoked the permit. 
4 The pause remained in effect from January 26, 2024, under the Biden administration, until January 20, 2025, the first day of the 

second Trump administration. 
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2. THE SECOND TRUMP ADMINISTRATION SUPPORTS INCREASED 

PRODUCTION AND EXPORTS 

2-1. “DRILL, BABY, DRILL” AS A FLAGSHIP POLICY  

The second Trump administration, which took office in January 2025, adopted the slogan “Drill, baby, drill,” 

clearly signaling its support for fossil fuels. 

In contrast to Democratic administrations, which have subsidized the clean energy sector, the second Trump 

administration essentially promotes the industry through deregulation. Its main policy tools include accelerating 

the permitting process for fossil fuel-related projects and authorizing extraction on federal lands.5 

2-2. SECURING COMMITMENTS TO PURCHASE US ENERGY THROUGH TARIFF 

NEGOTIATIONS WITH OTHER COUNTRIES 

The Trump administration is also supporting the fossil fuel industry by using purchases of US energy as a 

diplomatic bargaining chip. Following the introduction of reciprocal tariffs in April 2025, Japan and other 

 
5 For the shift in energy policy following the transition from the Biden administration to the second Trump administration, see the 

MGSSI Monthly Report, “The Sharp Policy Shift in US Decarbonization Policy Under the Trump Administration―The Growing 

Importance of Accounting for Both Federal and State-Level Factors―” (September 2025). 

https://mitsui365.sharepoint.com/sites/00377/report/The%20Sharp%20Policy%20Shift%20in%20US%20Decarbonization%20Policy

%20under%20the%20Trump%20Administration.pdf 

https://mitsui365.sharepoint.com/sites/00377/report/The%20Sharp%20Policy%20Shift%20in%20US%20Decarbonization%20Policy%20under%20the%20Trump%20Administration.pdf
https://mitsui365.sharepoint.com/sites/00377/report/The%20Sharp%20Policy%20Shift%20in%20US%20Decarbonization%20Policy%20under%20the%20Trump%20Administration.pdf
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countries approached the US to negotiate tariff reductions. As part of the resulting agreements, these countries 

committed to purchasing US energy (Figure 3). 

 

 

Japan also committed to arranging investment and financing projects in the US totaling USD 550 billion by the 

end of President Trump’s term.6 As an initial project under this framework, Japan and the US announced that 

USD 2.1 billion would be provided to build crude oil export infrastructure in Texas (Figure 4). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
6 By January 19, 2029. 
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2-3. FURTHER GROWTH IN RELATIVE INTEREST IN US ENERGY AMID 

TENSIONS IN THE MIDDLE EAST 

Escalating tensions in the Middle East since late February 2026 have increased interest in US oil and gas. The 

closure of the Strait of Hormuz made it urgent for importing countries to secure alternative sources, with the US 

emerging as a leading candidate. Since March, countries in Europe and Asia that had relied heavily on the 

Middle East have moved to increase procurement from the US. 

3. CAN FAVORABLE CONDITIONS LEAD TO FURTHER GROWTH IN PRODUCTION 

AND EXPORTS? 

3-1. 2025 FELL SHORT OF THE ADMINISTRATION’S RHETORIC  

Despite the inauguration of the fossil fuel-friendly second Trump administration, US oil and gas production and 

exports showed no significant growth in 2025, apart from gas exports. Crude oil exports declined year on year, 
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while the number of drilling rigs, an indicator of production activity, fell from 576 shortly after the administration 

took office to 550 immediately before the attack on Iran.7 Weak economic viability was a common factor behind 

the sluggish growth in oil and gas production and exports. 

For oil, the break-even price for new drilling in the US is generally estimated at around USD 60–70 per barrel 

of WTI crude. In light of the wave of bankruptcies among related companies following the shale revolution, there 

is unlikely to be sufficient incentive for new drilling unless crude oil prices remain high over the medium to long 

term.8 WTI prices surged above USD 120 in 2022 as the post-pandemic recovery in demand coincided with 

supply concerns arising from the Russia-Ukraine war. They subsequently continued to decline and had fallen 

below USD 60 immediately before the US attack on Iran. 

The same basic principle applies to gas, with producers increasing output when strong demand is expected. 

However, weakening demand, particularly in Asian markets such as China and Japan, meant that US 

production did not rise beyond the volumes committed under long-term contracts.9 However, around 40% of 

US gas production consists of “associated gas” produced alongside oil extraction. Large volumes may therefore 

be produced regardless of domestic or overseas gas demand, meaning that prices and production are less 

closely linked than for oil. It would make economic sense to export surplus gas to importing countries, but this 

is physically impossible because exports have already reached the capacity limit of liquefaction facilities.10 

3-2. ECONOMIC VIABILITY MAY IMPROVE AMID TENSIONS IN THE MIDDLE 

EAST 

Oil and gas prices temporarily surged amid escalating tensions in the Middle East, but began to stabilize 

immediately after the US and Iran signed a memorandum11 in June aimed at ending the fighting.12 However, 

restoring supplies from the Middle East to previous levels will take considerable time, and intermittent closures 

of the Strait of Hormuz could recur depending on the course of US-Iran negotiations. Regarding the medium- 

to long-term outlook for crude oil prices, a survey by the Federal Reserve Bank of Dallas found that the average 

forecast for WTI in five years was USD 79 per barrel, above the break-even level for new drilling (Figure 5). 

Gas prices may also remain elevated for some time, as restoring part of Qatar’s supply capacity could take 

several years and planned expansion investment may be delayed.13 

Although global decarbonization could accelerate sharply, demand for US oil and gas is expected to remain 

firm for the time being. For Asian countries, including Japan, oil and gas shipped from the US Gulf Coast are 

less competitive than Middle Eastern supplies in terms of transit time.14 However, given the risk that supplies 

may fail to arrive altogether, increasing imports from the US is a rational choice. 

 
7 Based on data from Baker Hughes, a major US oilfield services company (as of January 24, 2025, and February 27, 2026). 
8 According to US law firm Haynes Boone, more than 600 oil and gas companies filed for bankruptcy between 2015 and 2021, 

primarily due to price collapses caused by oversupply. 
9 For China, the main factors were the economic slowdown, increased domestic renewable energy supply, and additional tariffs on US 

LNG imposed amid trade friction with the US, which made it less cost-competitive than supplies from the Middle East and Russia. In 

Japan, the main factors included a decline in overall LNG demand following the restart of nuclear power plants and the expansion of 

renewable energy. As shown in Figure 2, US exports to both China and Japan were lower than in 2021. 
10 Associated gas that cannot be transported is mainly flared, raising environmental concerns. 
11 The two countries are continuing negotiations with the aim of reaching a final agreement on issues including Iran’s nuclear 

development and the lifting of US sanctions against Iran within 60 days of signing. 
12 As of February 27, 2026, before the start of hostilities between the US and Iran, the WTI crude oil price was USD 67.02 per barrel, 

the European natural gas price was EUR 31.96 per MWh, and the Japan-Korea natural gas price was USD 10.72 per million British 

thermal units (MMBtu). As of June 18, 2026, immediately after the announcement that the US-Iran memorandum had been signed, the 

respective prices were USD 77.15 per barrel, EUR 41.37 per MWh, and USD 15.31 per MMBtu.（Trading Economics, Accessed June 

19, 2026） 
13 Analysis by analysts at Commerzbank, a major German bank（The Wall Street Journal, June 16, 2026; accessed June 19, 2026.）. 
14 According to the Petroleum Association of Japan, the one-way voyage for crude oil from the Middle East to Japan takes 

approximately 20 days. The voyage from the US Gulf Coast via the Panama Canal takes approximately 25 days. However, because 

large tankers cannot transit the canal, shipments by such vessels take approximately 55 days via the Cape of Good Hope. 

https://tradingeconomics.com/
https://www.wsj.com/finance/commodities-futures/european-gas-prices-expected-to-stay-elevated-despite-recent-drop-1dcd06f9
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3-3. EXPANDING EXPORT INFRASTRUCTURE IS A CHALLENGE 

Once economic viability is established, the main remaining challenge to increasing exports is infrastructure 

development. New and expanded LNG liquefaction facilities are already planned to supplement existing plants 

operating at full capacity. By 2031, total processing capacity is expected to exceed 35 billion cubic feet per day, 

more than double the level in the first quarter of 2026 (Figure 6). 

However, experts in the US point out that additional LNG liquefaction facilities alone will not be sufficient to 

increase exports and that infrastructure must be strengthened across the entire chain, from upstream to 

downstream. Upstream, pipelines from production wells to export terminals remain inadequate. Midstream, 

compressor stations are needed to improve pipeline transport efficiency. Downstream, storage tanks are 

required to hold oil and gas temporarily, along with port facilities deep enough to accommodate very large crude 

carriers (VLCCs). Some projects are already underway, but further expansion of export capacity will depend on 

whether similar projects follow (Figure 7). 
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4. CAPTURING RELATED BUSINESS OPPORTUNITIES 

Finally, this section summarizes the business opportunities arising from this infrastructure development. If these 

projects move forward, opportunities for Japanese companies to participate are expected to increase, including 

through the supply of materials and services. However, energy infrastructure requires substantial investment, 

so participation must be considered carefully. At a minimum, the following factors should be assessed. First, it 

will be necessary to determine how global fossil fuel demand changes in response to developments in the 

Middle East. The transition to decarbonized fuels could accelerate. However, decarbonization had already 

stalled due to limits on the fiscal burden that countries could bear, making it important to closely monitor policy 

developments in major nations. 
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Second, the availability of public-sector support must be assessed. Changes of administration in the US have 

had only a limited impact on fossil fuel production and exports. However, in the current political environment, 

where policy tends to swing between extremes, exports could prompt greater concern than in the past over 

their environmental impact and effects on domestic prices. State governments also have extensive regulatory 

authority over project sites, so backing at both the federal and state levels will be important. Support from the 

Japanese government will also be important because these projects are closely linked to economic security. If 

Texas GulfLink, which is being developed under the Japan-U.S. Strategic Investment Initiative, proceeds 

smoothly, it could become a model combining support from the US and Japanese public sectors. 

The key will be to assess whether global fossil fuel supply, demand, and trade patterns are reaching a turning 

point and to form alliances involving the public sector so that opportunities can be captured when they arise. 
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