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Global spot prices are “disconnected” - with Asia prices close to oil parity
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Europe is being influenced by a humber of external factors including

> Pacific Basin and LNG dynamics

 Demand in Japan post Fukushima
« Pacific Basin demand and lack of proximate supply
« Qatar behaviour

* Increased shipping rates
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The Libyan civil war has removed 10bcm of Italian pipe import capacity but the market

Is well supplied — production is expected to resume before end of 2011

Italy - available import capacity (2011) and

supply/demand (2010)
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Is GreenStream resumption going to have an effect on Europe?
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increase in the oil price — however there could be additional risks

Algeria Libya Egypt

Pipeline: 45 bcm Pipeline: 10 bcm Pipeline: 5.2 bcm
LNG: 18.9 bcm LNG: 0.4 bcm LNG: 9.8 bcm
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The major effect of the “Arab Spring” on the gas market has been via the

Iran

Pipeline: 7.7 bcm
LNG: 0.0 bcm
LNG share: 0.0%

Qatar

Pipeline: 20.7 bem
LNG: 75.0 bcm
LNG share: 25.2%

UAE

Pipeline: 0.0 bcm
LNG: 8.2 bcm
LNG share: 2.8%

Oman

Pipeline: 0.0 bcm
LNG: 12.0 bcm
LNG share: 4.0%

Yemen

Pipeline: 0.0 bcm
LNG: 5.5 bcm
LNG share: 1.8%
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Europe is being influenced by a humber of external factors including

> The “Arab Spring”
« Libya impact in Italy and Europe

« Other North African and Middle Eastern issues
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Ongoing nuclear uncertainty in Japan presents further upside potential —
however infrastructure constraints and gas vs oil prices could limit it

Japan Nuclear Generation Japan LNG Demand
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Pacific LNG import by country
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The Pacific requires increasing quantities of remote LNG to satisfy demand...
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...Wwhile Qatar LNG exports to NW Europe are increasing much faster than that
into the Pacific
Qatar LNG export by region (annual) Qatar LNG export by region (2011 monthly)
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Rising charter rates for LNG ships reflects sub-optimal LNG shipping flows

Spot/short term chart rates vs long term range LNG shipping differential between NW Europe and
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Europe’s over-supply will be relieved by the inevitable decline in overall LNG
imports, as LNG is drawn to higher priced markets in Asia Pacific

Europe LNG Imports
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Conclusions

> As Europe becomes increasing import dependent it is increasingly subject to external shocks

> The major effect of the “Arab Spring” on the gas market has been via the increase in the oil
price — however there could be additional risks

> Growing demand in the Pacific will reduce the increasing LNG availability that Europe has
counted upon in the last few years

> Prices in Europe are expected to increase to oil-indexed levels — with upside risks along
temporary imbalances
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Wood Mackenzie Disclaimer

> This presentation has been prepared by Wood Mackenzie Limited for delivery at the “Ofgem
Winter Outlook” conference, 27 Sep 2011. It has not been prepared for the benefit of any
particular attendee and may not be relied upon by any attendee or other third party. If,
notwithstanding the foregoing, this presentation is relied upon by any person, Wood

Mackenzie Limited does not accept, and disclaims, all liability for loss and damage suffered
as a result.
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Global Contact Details Global Offices
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Americas +1 713 470 1600 Brazil WEEVSE United Kingdom
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Email energy@woodmac.com China Singapore

Website www.woodmac.com India South Korea

NVESTORS Wood Mackenzie is the most comprehensive source of knowledge about the world’s energy and metals industries.
N PEOPLE Gold We analyse and advise on every stage along the value chain - from discovery to delivery, and beyond - to provide
clients with the commercial insight that makes them stronger. For more information visit: www.woodmac.com
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