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LNG import terminals:
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Contentious ISSUEes:

Commoditization of natural gas

Globalization of natural gas market, etc.

But natural gas Is

Fundamentally a local based energy source.

Clear limits to commoditization and globalization.
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Changes in Western gas market

1. U.S. and U.K. market
- highly liberalized market
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Great changes in LNG business
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Changes in Western gas market

2. Continental Europe
- towards liberalization but diversified market
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Changes in Western gas market

3. Industry restructuring

- promoted by market liberalization

B Restructuring with M&A and new entrants

Accelerating changes in LNG business
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Changes in Western gas market
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Rigid & expanding Asian gas market

B LNG import volume has been selidly expanding
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Rigid & expanding Asian gas market
l New mfrastructure developments China

Increase In PNG supply unllkely to
change structure of market S|gn|f|cantly
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Rigid & expanding Asian gas market

B Market liberalization has lost momentum.
B Short & spot transaction volume has increased.

. But LNG supply will be based on leng-term contracts
t

W Asian short-term
B Asian Long-term




Rigid & expanding Asian gas market
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Atlantic market
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LNG market polarization

Atlantic market

Moving ter Liguid NG market

-Abundant internal resources
-PNG dominated

-Integrated NG market

-Well established infrastructure

-Flexible LNG

- High volatility in NG prices

Asia-Pacific market

Stayinaiin RIgId NG market

-Poor internal resources
-High dependence on imports
-LNG dominated
-Fragmented NG markets
-Poor supply infrastructure
-Conventional LNG contracts

- Relatively high NG prices

Pursuing market liberalization

No incentive for market liberalization
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Implications of LNG market polarization

1.Short and mid-term perspective

Natural gas consumption in each market

year-on year change
25%

20%
15% ] ‘

USA

| | B L o

short- to mid-term

Oversupply conditions are likely to continue over the |

U7
-5% ‘

-10%
-15%

|- ‘_|_| |

-20%

~

-25%

Jan-08

Mar-08

May-08
Jul-08

Sep-08

Nov-08
Jan-09
Mar-09
May-09

W OSAKA GAS
DO




Implications of LNG market polarization

1. Short- and mid-term perspective-Western market

B Price

Market based ST & Spot price < Oil linked LT price

B Market development

Oversupply may enhance compatibility
between PNG and LNG due to increase
market liquidity
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Implications of LNG market polarization

1.Short- and mid-term perspective-Asia-Pacific market

B Price

Market based spot price < OIil linked LT price

B Market development

Decrease In spot purchase volume due to
weak demand and contractual restrictions
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Implications of LNG market polarization

1.Short- and mid-term perspective
- term contract negotiations

B Price disparity created by polarization
will' be adjusted

by reintroduction of S-curve formula
B Decreasing term contract volumes IS one option

Monitoring of Atlantic market by Pacific market players
may be necessary

Linkage between Pacific and Atlantic markets via LNG
grow stronger along with the slump in demand
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Implications of LNG market polarization

2. Long-term perspective

Fall in gas price Demand stagnation

Government policy assistance
IS required due to security Issues

Stagnation for
[AVestment Inf REW projects

RISE IR gas) price

Tightening
supply and demand
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Implications of LNG market polarization
2. Long-term perspective

Substitute when
luclear power operation
suspended

Natural gas will be required to respond to
greater demand fluctuations

By
Pursuing Atlantic-type market

or
Implementation of the policy as a measure for security
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Thank you
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