Evolution of the LNG market
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2005 Atlantic Basin LNG flows:

tendency for gas to flow east to west
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* 3 major trade-flows
* Algeria to Europe
* Trinidad to US
* Nigeria to Europe
* Emerging suppliers
* Egypt
* Qatar
» US, Spain attract marginal cargoes




Response to market signals

marginal cargoes flow west to east in 1Q 06
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* Low Europe and Asia-Pac storage
* cold winter

 low hydro + nuclear outages

* Indonesian shortfalls

High US storage —
mild 1Q, stable
production
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Diversion of cargoes from US market in 1Q
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Source: US D.O.E., Platts
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Final Thoughts ;:%

» The Atlantic Basin trade is affecting the Pacific trade

» Current supply tightness
— Infrastructure build always slower than forecast

» But, gas demand forecasts, especially gas to power, lower
than a few years ago

« The cycle will turn — when?



