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FOR GAS, THE US SHALE REVOLUTION IS BEHIND US… 

Source: SG Cross Asset Research, US DoE 

2007– 2012: +25% 
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…AND PICKING UP IN OIL! 

Source: SG Cross Asset Research, US DoE 

2012 – 2014e: +30% 
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OVERVIEW OF THE OLD GAS MARKETS 

Gas-to-gas competition 

Gas-to-coal competition 

+ 

Oil-linked LT contracts  

Oil-linked LT 

contracts 

Gas-to-gas 

competition 

Source: SG Cross Asset Research 
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OVERVIEW OF PRICES 

Source: Datastream, SG Cross Asset Research 

0

20

40

60

80

100

120

140

Nov-07 May-08 Nov-08 May-09 Nov-09 May-10 Nov-10 May-11 Nov-11 May-12 Nov-12 May-13 Nov-13

NBP ($/boe) HH ($/boe) Brent ($/b)



CONSEQUENCE #1 
US coal is displacing Russian gas in Europe 
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EU PRIMARY ENERGY CONSUMPTION PEAKED IN 2006 
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Source: SG Cross Asset Research, BP Statistical Review 
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PRIMARY ENERGY CONSUMPTION VS GDP (1980-2012) 

Source: SG Cross Asset Research, IMF, BP Statistical Review 
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Even when EU will see an economic recovery it is unlikely that EU energy consumption will grow 

With more renewable, which energy is then the most likely to witness continue decrease? 
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EUROPEAN GAS DEMAND REACHED A PEAK IN 2005 

Source: IEA for historical data, SG Cross Asset Research estimates 
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GAZPROM TO RECLAIM LEADING GAS SUPPLIER POSITION 

Source: IEA for historical data, SG Cross Asset Research estimates 
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GAZPROM VS EXXONMOBIL WORLD GAS PRODUCTION 

Source: SG Cross Asset Research / company data 
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SG GAS PULSE: -0.4% IN JAN-SEP 2013 VS JAN-SEP 2012 

Source: SG Cross Asset Research/Commodities, Fluxys, GRT Gaz, TIGF, National Grid, Enagas, REN, Snam, GTS Netherlands 

-100

-80

-60

-40

-20

0

20

40

60

80

100

sept..11 déc..11 mars.12 juin.12 sept..12 déc..12 mars.13 juin.13 sept..13

T
W

h
 

Y
o

Y
 c

h
a

n
g

e
 

Spain Belgium France GB Italy Portugal NL



CONSEQUENCE #2 
US LNG is already a game changer 
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US: THE NEXT QATAR? 

US LNG exports projects (with DoE and FERC status) Capacity (mtpa) 

Cheniere Sabine Pass (FTA, non-FTA & FERC approved) - 18 mtpa under construction 16 

Freeport (FTA & non-FTA approved (for 9 mtpa) – FERC filed) 18 

Lake Charles (BG) (FTA & non-FTA approved – FERC filed) 15 

Dominion Cove Point (FTA & non-FTA approved –FERC filed) 5 

Jordan Cove (FTA approved – FERC filed) 9 

Sempra LNG Cameron (FTA approved – FERC filed) 12 

Gulf Coast LNG Export (FTA approved ) 21 

Gulf LNG Liquefaction (FTA approved – FERC filed) 11 

LNG Development (FTA approved – FERC filed) 10 

Southern LNG Elba Island (FTA approved – FERC filed) 4 

Excelerate Energy (FTA approved – FERC filed) 10 

Golden Pass (FTA approved) 16 

Cheniere Corpus Christi (FTA approved – FERC filed) 14 

CE FLNG (FTA approved) 8 

Pangea (FTA approved) 8 

Main Pass Energy Hub (FTA approved) 24 

Total US 201 

Total Canada 36 

Source: SG Cross Asset Research/Commodities, US DoE, Canada National Energy Board 
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WITH CHEAPER LNG CAPEX 

Source: SG Cross Asset Research, company data 
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TOP 3 2020E LNG PRODUCERS 

Source: SG Cross Asset Research 
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CONSEQUENCE #3 
US could impose its gas spot pricing model 
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Gazprom (oil)
22%

Sonatrach (oil)
9%

Norway (oil)
6%

Other oil index
12%UK market (spot)

17%

Other spot (incl. of 
Gazprom, Norway 

and GasTerra)
34%

EUROPEAN SUPPLY: RECENTLY MOSTLY SPOT-INDEXED… 

Source: SG Cross Asset Research 

Estimated split of European gas supply in 2013e 

49% oil-indexed 

No way back 

ENI – Statoil 

arbitration and 

ongoing 

renegotiations 

could reduce 

further oil 

indexation 
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Source: company data, SG Cross Asset Research/Commodities 

€2.4bn net in 2009-2012 

€2.1bn @ end H1 2013 

Thanks to Sonatrach / ENI agreement to 

reduce the amount of contractual 

deliveries for 2013 and 2014 
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INCREASED CORRELATION EVEN IN ITALY 

Source: Platts, SG Cross Asset Research 
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SHALE GAS IN EUROPE? 

 In 2012, the difference between US and European gas prices has 

resulted in an added $130bn gas bill for Europe (or 0.8% of GDP) 

 

Unlikely to be a game changer in Poland 

 

Could mitigate decline in conventional fields in the UK 

● Exploration to estimate the reserves and the costs 

● “Social licence” to produce 

 

 If the UK manages to produce shale oil & gas, continental Europe will 

follow 

 

But unlikely to make a major contribution this side of 2020e 
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GAS PRICING IN 2015E 

 In the US, a commodity traded on supply-demand fundamentals 

● 22% of worldwide consumption 

● High liquidity - Spot pricing 

 

 In Europe, analysts need to look at government and company 
strategies, traders’ psychology, etc.  

● 14% of worldwide consumption 

● Will prices differ based on final use? 

Long-Term Take or Pay contracts 

– Some degree of oil indexation for residential customers where utilities have the ability to 

pass on increases to customers 

Poor liquidity & Foreign National Oil Companies control c.50% of European supply  

– Some spot pricing for industrial uses - One major European index hub 

Fuel switching  

– Emergence of an electricity-linked gas price to boost gas as a fuel for power generation – 

CCGT to operate on a long-term tolling basis 

● But for how long?  
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… to supply growing markets 

Source: SG Cross Asset Research, BP Statistical Review, US DoE, Russia Energy Ministry 
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US: THE 2020E LNG HUB? 

Storage capacity: 122 bcm 
 

LNG exports/imports 

Source: SG Cross Asset Research, 

www.freeworldmaps.net 

 

Storage capacity: 14 bcm 
 

2012 Demand 

 
 

Canada: 110 bcm 

 

 

 

 

US: 710 bcm 
 

 

 

 

 

 

25% of world 

41% of world 

storage capacity 
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OVERVIEW OF GAS MARKETS IN 2020E (IN $/MBTU) 

Spot 

(HH + 6) 

Spot (HH + 7) & 

Oil-indexation 

Spot 

HH 

Source: SG Cross Asset Research, After the US shale gas revolution, T.Bros 



CONSEQUENCE #4 
Producers need to adapt 
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FROM A “GOLD-PLATED” TO A “LOW-COST” INDUSTRY? 

Buyers don’t want oil-indexation any longer 

 

Shah Deniz 2: first new gas project (16 bcm/y from 2020e) not 

oil-indexed 

 

From a rent to an economic margin for producers 

Who will lose? 

● Over-expensive upstream projects 

 

Shale gas in Europe needs to be competitive (a price taker) 

Price curve could move down when market participants view 

material shale gas production possible 
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HH WILL GUARANTEE GAZPROM EUROPEAN RENT IN 2020E 
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GAZPROM READY TO EXTRACT INCREASED VALUE? 

Source: SG Cross Asset Research 

Major storage operators in Europe post Gazprom-BASF and E.ON deals 
(working capacity on an equity basis) 



CONSEQUENCE #5 
Resource nationalism to ebb? 
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RESOURCE NATIONALISM & ROYALTY TAXES 

 

Argentina renationalisation of YPF: last or first? 

 

Russia to increase Mineral Extraction Tax: more income or adjusted 

income for the State? 

 

How to attract investment in Middle East vs Mozambique? 

 

How to price Canadian LNG to suit buyer? 
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APPENDIX - DISCLAIMER 

ANALYST CERTIFICATION  

Each author of this research report listed on the cover hereby certifies that the views expressed in the research report accurately reflect his or her personal views, including 

views about subject securities or issuers mentioned in the report, if any.  No part of his or her compensation was, is or will be related, directly or indirectly to the specific 

recommendations or views expressed in this report.  

The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities or other financial instrument and including any 

expression of opinion, has been obtained from or is based upon sources believed to be reliable but is not guaranteed as to accuracy or completeness although Société 

Générale (“SG”) believe it to be fair and not misleading or deceptive. SG, and their affiliated companies in the SG Group, may from time to time deal in, profit from the trading 

of, hold or act as market-makers or act as advisers, brokers or bankers, in relation to the securities, or derivatives of persons, firms or entities mentioned in this publication, or 

be represented on the board of such persons, firms or entities. Employees of SG, and their affiliated companies in the SG Group, or individuals connected to them may from 

time to time have a position in or be holding any of the investments or related investments mentioned in this publication. SG and their affiliated companies in the SG Group are 

under no obligation to disclose or take account of this publication when advising or dealing with or for their customers. The views of SG reflected in this publication may change 

without notice. To the maximum extent possible at law, SG does not accept any liability whatsoever arising from the use of the material or information contained herein. Dealing 

in warrants and/or derivative products such as futures, options, and contracts for differences has specific risks and other significant aspects. You should not deal in these 

products unless you understand their nature and the extent of your exposure to risk. This publication is not intended for use by or targeted at retail customers. Should a retail 

customer obtain a copy of this report they should not base their investment decisions solely on the basis of this document but must seek independent financial advice.  

The financial instrument discussed in this report may not be suitable for all investors and investors must make their own informed decisions and seek their own advice regarding 

the appropriateness of investing in financial instruments or implementing strategies discussed herein.    The value of securities and financial instruments is subject to currency 

exchange rate fluctuation that may have a positive or negative effect on the price of such securities or financial instruments, and investors in securities such as ADRs effectively 

assume this risk.  SG does not provide any tax advice.  Past performance is not necessarily a guide to future performance.   Estimates of future performance are based on 

assumptions that may not be realized.  Investments in general and derivatives in particular, involve numerous risks, including, among others, market, counterparty default and 

liquidity risk.  Trading in options involves additional risks and is not suitable for all investors.  An option may become worthless by its expiration date, as it is a depreciating 

asset.  Option ownership could result in significant loss or gain, especially for options of unhedged positions. Prior to buying or selling an option, investors must review the 

"Characteristics and Risks of Standardized Options" at http://www.optionsclearing.com/publications/risks/riskchap.1.jsp.  

CONFLICTS OF INTEREST  

This research contains the views, opinions and recommendations of Société Générale (SG) analysts and/or strategists. Analysts and/or strategists routinely consult with SG 

sales and trading desk personnel regarding market information including, but not limited to, pricing, spread levels and trading activity of a specific fixed income security or 

financial instrument, sector or other asset class. Trading desks may trade, or have traded, as principal on the basis of the analyst(s) views and reports. In addition, analysts 

receive compensation based, in part, on the quality and accuracy of their analysis, client feedback, trading desk and firm revenues and competitive factors. As a general matter, 

SG and/or its affiliates normally make a market and trade as principal in fixed income securities discussed in research reports. 

 

. 
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APPENDIX – DISCLAIMER (CONT’D) 

Notice  to French Investors:  This publication is issued in France by or through Société Générale ("SG") which is authorised and supervised by the Autorité de Contrôle Prudentiel and 
regulated by the Autorite des Marches Financiers.  

Notice to U.K. Investors:  This publication is issued in the United Kingdom by or through Société Générale ("SG"), London Branch. Société Générale is a French credit institution (bank) 
authorised and supervised by the Autorité de Contrôle Prudentiel (the French Prudential Control Authority). Société Générale is subject to limited regulation by the Financial Services Authority 
(“FSA”) in the U.K. Details of the extent of SG's regulation by the FSA are available from SG on request. The information and any advice contained herein is directed only at, and made 
available only to, professional clients and eligible counterparties (as defined in the FSA rules) and should not be relied upon by any other person or party. 

Notice to Polish Investors: this publication has been issued in Poland by Societe Generale S.A. Oddzial w Polsce (“the Branch”) with its registered office in Warsaw (Poland) at 111 
Marszałkowska St. The Branch is supervised by the Polish Financial Supervision Authority and the French “Autorité de Contrôle Prudentiel”. This report is addressed to financial institutions 
only, as defined in the Act on trading in financial instruments. The Branch certifies that this publication has been elaborated with due diligence and care. 

Notice to US Investors: SG research reports issued by non-US SG analysts or affiliates on securities are issued solely to major US institutional investors pursuant to SEC Rule 15a-6. Any US 
person wishing to discuss this report or effect transactions in any security discussed herein should do so with or through SG Americas Securities, LLC to conform with the requirements of US 
securities law. SG Americas Securities LLC has its registered office at 1221 Avenue of the Americas, New York, NY, 10020. (212) 278-6000. 

Notice to Canadian Investors: This publication is for information purposes only and is intended for use by Permitted Clients, as defined under National Instrument 31-103, Accredited 
Investors, as defined under National Instrument 45-106, Accredited Counterparties as defined under the Derivatives Act (Québec) and "Qualified Parties" as defined under the ASC, BCSC, 
SFSC and NBSC Orders. 

Notice to Singapore Investors:  This publication is provided in Singapore by or through Société Générale ("SG"), Singapore Branch and is provided only to accredited investors, expert 
investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289.  Recipients of this publication are to contact Société Générale, Singapore Branch in 
respect of any matters arising from, or in connection with, the publication.  If you are an accredited investor or expert investor, please be informed that in SG's dealings with you, SG is  relying 
on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) the exemption in Regulation 33 of the Financial Advisers Regulations (“FAR”), which exempts SG from 
complying with Section 25 of the FAA on disclosure of product information to clients; (2) the exemption set out in Regulation 34 of the FAR, which exempts SG from complying with Section 27 
of the FAA on recommendations; and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from complying with Section 36 of the FAA on disclosure of certain interests in 
securities. 

Notice to Hong Kong Investors:  This report is distributed in Hong Kong by Société Générale, Hong Kong Branch which is licensed by the Securities and Futures Commission of Hong Kong 
under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) ("SFO"). This publication does not constitute a solicitation or an offer of securities or an invitation to the 
public within the meaning of the SFO.  This report is to be circulated only to "professional investors" as defined in the SFO. 

Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, which is regulated by the Financial Services Agency 
of Japan.  This publication is intended only for the Specified Investors, as defined by the Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly 
by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, and under no circumstances should it be forwarded to any third party. The products mentioned in this report may not be 
eligible for sale in Japan and they may not be suitable for all types of investors. 

Notice to Australian Investors:  This publication is issued in Australia by Société Générale (ABN 71 092 516 286) ("SG").  SG is regulated by APRA and ASIC and holds an AFSL no. 
236651 issued under the Corporations Act 2001 (Cth) ("Act"). The information contained in this publication is only directed to recipients who are wholesale clients as defined under the Act.   

  

http://www.sgcib.com. Copyright: The Société Générale Group 2013.  All rights reserved. 

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates. 
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SG LEADER IN GLOBAL CROSS ASSET RESEARCH 

Macro & Strategy 

#1 Global Strategy 

#1 Multi Asset Research 

#3 Global Economics 

Fixed Income 

#1 Overall Credit Strategy  

#1 Overall Trade Ideas 

#1 in Sovereigns 

#1 in 3 sector teams 

2013 

Commodities Equity 

#2 Equity Quant 

#2 Index Analysis 

#3 SRI Research 

12 sector teams in the Top 10 

2013 

2013 

  

#1 Best Overall Commodity Research 

#1 Research in Oil 

#1 Research in Natural Gas Europe 

#1 Research in Base Metals 

#1 Research in Coal 

* Euromoney - Primary Debt Poll 


