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Introduction
I am happy to join you this morning at the “LNG Supplies for Asian Markets
2012” conference. And to the overseas participants, I would like to wish you a warm
welcome to Singapore.
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Since the last LNGA conference in March 2011, the global LNG market has
evolved significantly. On the demand side, the Fukushima nuclear incident increased
Japan’s use of gas for power generation, which in turn increased its spot imports of
LNG. LNG demand in China, India and Middle East have also grown rapidly due to
urbanisation and economic growth1. On the supply side, United State’s Department
Of Energy has approved some LNG exports from the US, which through the
discovery of shale gas, has turned from a net importer of gas to a potential major
exporter. Unconventional gas is not unique to the US. Other regions in the world,
including China, Australia and Europe can also tap on their unconventional gas
reserves. Some analysts have estimated that total unconventional gas output in
China could reach 11.3 mtpa in 2015 and 21.9 mtpa in 20202. This conference is
thus a timely opportunity for LNG buyers and sellers to share your views on market
trends and key developments in this sector.

A Tight Market in the Near Term?
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From my discussions with various industry players, most people agree on one
point – that the LNG market is likely to tighten over the next few years. This is mainly
due to rising Asian LNG demand, driven by the fast-growing economies of China and
India.
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However, there is an additional factor at play, and that is Japan’s growing
LNG demand following the Fukushima incident. Since Fukushima, LNG imports in
Japan shot up 12% by volume and 52.5% by cost in 2011. However, it is unlikely that
the upward trend will continue unabated as there is a limit to Japan’s capacity for
LNG import and gas-fired power generation. Overall, Wood Mackenzie believes that
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the Asian LNG market is expected to be tightest in 2014, as the region will require
over 40 Mtpa of incremental LNG.
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On the supply side, there is a significant amount of liquefaction capacity
coming on-stream, but these will take a few years. The next wave of LNG projects
will be led by Australia, which will add about 33 Mtpa of new supply from 2016. While
this is good news for LNG buyers, the period between now to 2015 or 2016 will be
tight.

Emergence of Unconventional Gas in United States
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The rise of unconventional gas in the US will add to global supply in the latter
half of this decade. Back in mid-2008, when Henry Hub was priced around
US$12/mmBtu, most people could not have imagined that by 2011, the US would
become completely self sufficient in natural gas, Henry Hub would fall to less than
US$3, and the US could be exporting as much as 45 Mtpa of LNG within this
decade. In addition, the shale gas revolution has led to a “decoupling” of oil and
natural gas prices in the US, and hopefully, this could have some knock-on effects
on prices here in Asia.
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There are some initial signs of this development. LNG cargoes that were
initially meant for the US market have been diverted to the more premium markets of
Asia and Europe. Spot market sales have increased to 20% of the global LNG trades
in 2010 compared to just 2% a decade ago. Facts Global Energy recently reported
that Qatar is changing its pricing strategy by giving buyers a discount for the first 4-5
years if the buyer signs onto a 20 year contract.

Floating LNG production
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Another interesting development is the emergence of floating LNG
technology, which has the potential to liquefy offshore gas fields at lower costs and a
smaller environmental footprint than conventional liquefaction terminals. It can be
used to monetize offshore gas fields that are too small to justify building multi-billion
dollar liquefaction plants and pipelines.
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For the past decade, a number of industry players have invested substantial
amounts of time and money in floating LNG production. An example is the Prelude
FLNG project in Australia. The success of FLNG could bring even more LNG supply
projects online, and open up more supplies and choices for LNG buyers.
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Singapore’s LNG terminal project
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Coming closer to home, I am happy to report that Singapore’s LNG terminal is
about 80% complete and is on track to commence operations in the second quarter
of 2013. It will have an initial capacity of 3.5 Mtpa, and this will increase to 6 Mtpa by
end 2013 when a third tank and additional regasification facilities are added. When
fully developed, the terminal can accommodate up to 7 tanks and will go a long way
towards enhancing Singapore’s energy security and meeting our gas demand.
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Singapore’s domestic LNG uptake has also surpassed initial expectations. We
had initially projected LNG demand to reach 3 Mtpa by 2018. So far, BG, who is
currently the LNG Aggregator for Singapore, has sold about 2.65 Mtpa (or 88%) of
their 3 Mtpa franchise and they expect to reach the 3 Mtpa mark either by this year
or next year.
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Over the past few months, we have been discussing with industry players and
studying how other countries have procured LNG, and whether these models are
applicable to Singapore. EMA plans to launch a public consultation paper later this
month on the possible LNG import frameworks that Singapore could adopt. The
consultation exercise is expected to take around 3 months, and can be accessed via
EMA’s corporate website. I would like to invite everyone present to participate
actively in the consultation process. We welcome your feedback and comments to
help EMA chart the way forward in our journey to secure reliable and competitivelypriced LNG for Singapore.

Conclusion
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Let me conclude by congratulating the organisers for a very successful event
and I wish all of you a fruitful conference ahead. Thank you.
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