Future of Global Gas Pricing
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Introduction

- Strong gas demand growth, led by Asia and Emerging Markets
» Supply challenges are substantial
- Competition between Europe and Asia for LNG supplies

- How will gas, in particular LNG, be priced in these markets?

- Could new gas finds help drive global price convergence?
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Economic growth In turn drives - B
strong gas demand growth
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But where will the gas come from? scrove |23
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Global gas supply challenge (2010-2020) Pe GROLP B

5000

bcma

4000 -

3000 -

200 | 9.5% pa

2000 -

—— = == —

1000 -

2010 demand Production decline Demand increase  New supply required
by 2020

Sources: BG Group, BG Group interpretation of Wood Mackenzie



BG GROUP B

3000 1 pcma 182 149 2909
242

268 |
272

Regional Call on Supply 2011-2025

2000 - 320

363 .
s 1

1000 -
655

North Russia & Other China Europe Africa Middle South India Call On
America C. Asia Asia East America Supply




BG GROUP B

Europe and Asia will compete for LNG
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Asian LNG demand outlook increasing

mtpa
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What has changed - markets: Japan
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‘No nukes return’ scenario
— All nuclear capacity offline

— 50% replaced by LNG
— New gas-fired power capacity required

‘Nuclear slowdown’ scenario (base)

— 3 units back on in late 2012
— gradual ramp-up to 67% online by 2020
— units retired at 40 years old

‘Post quake’ scenario

— 4.5 GW permanently lost (Fukushima)
— unaffected units return 2012/13
— affected units return 2013-15

— post 2016, new construction balances
retirements
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Global LNG trade - 2011
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LNG Is not a freely-traded global commodity
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Gas pricing mechanisms by region
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LNG and gas prices
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Growing LNG demand in 2025 e B
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Long-term supply challenges

Supply prospects for 2020 (mtpa)
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Rapidly changing market
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Can LNG drive global gas price convergence?
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