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Terms of Use

The accompanying materials were prepared by IHS Cambridge Energy Research Associates (IHS 
CERA) and are not to be redistributed or reused in any manner without prior written consent, with the 

• IHS CERA content and information, including but not limited to 

exception of client internal distribution as described below. 

IHS CERA strives to be supportive of client internal distribution of IHS CERA content but requires that

g
graphs, charts, tables, figures, and data, are not to be disseminated outside of a client 
organization to any third party, including a client’s customers, financial 
institutions, consultants, or the public.

• Content distributed within the client organization must display IHS CERA’s legal notices and 
attributions of authorship.

Some information supplied by IHS CERA may be obtained from sources that IHS CERA believes to 
be reliable but are in no way warranted by IHS CERA as to accuracy or completeness. Absent a 
specific agreement to the contrary, IHS CERA has no obligation to update any content or information 
provided to a clientprovided to a client.
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Global Gas/LNG Status Mid 2010Global Gas/LNG Status Mid 2010

• Short-term Surplus—The “Triple Whammy”

— Recession easing, but demand is not back to pre-recession levels
N th A i U ti l ti— North American Unconventional surge continues

— LNG supply surge also continues
Oil-linked contracts “Bend but don’t break”

• Long-term Rebalancing—New Projects Will Require 
Contractual Supportpp

— New LNG supply projects—at a price...
— But how far does the unconventional revolution go?
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World Economic Growth:
A Multispeed Recovery
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Plentiful and Low-Cost
North American Shale Gas Displaces Any Need for LNG
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North American Shale Gas Displaces Any Need for LNG

US Natural Gas Reserves and Resources

Breakeven Henry Hub Price for Natural Gas 
Resources in Analyzed Plays
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The LNG Capacity Surge
(Li f ti C it Additi 2009 10)(Liquefaction Capacity Additions 2009–10)
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Global LNG Supply
(Nameplate Capacity)
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…What does It Mean for Latin 
America?
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…What does It Mean for Latin America?

Latin America growing participation in LNG markets begs forLatin America growing participation in LNG markets begs for 
the following questions….

— How will LNG impact Latin America’s natural gas supply and 
demand balances ―specifically in 
Chile, Argentina, Brazil, Peru, and Mexico?

— How will the LNG presence affect regional gas prices?

— What investments and arbitrage opportunities will arise? 

© 2010, IHS CERA Inc. No portion of this presentation may be reproduced, reused, or otherwise distributed in any form without prior written consent.
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World Economic Growth:
Recovery in Unison
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Increasing Demand:
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Strong Economic Growth Drives Natural Gas Demand

Gas Demand EvolutionGross Production
CAGR = 4.6% (2010 – 2020)
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CAGR = 3.8% (2010 – 2020)
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Latin America: From a Regional to a Global 
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Solution

• A growing gas supply gap
Main drivers for LNG
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• Main drivers for LNG
— Security of supply
— Diversification
— Flexibility
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LNG in The Center Stage: Diverse Motivations
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Gas 
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The Gas Potential in Presalt
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Power Sector Gas Demand Seasonality Calls for 
Added Flexibility in Gas SupplyAdded Flexibility in Gas Supply
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Transport Bottlenecks Highlights the Role of 
LNG.LNG.

Planned

Operating

Remaining Constraints

Pipeline telescopes in the north 
of the region.

Gas Security for Northeast

Gasene pipeline already onlinep p y

Santos Cluster Potential Bottleneck

Regasification plants in the region are 
under discussion.

© 2010, IHS CERA Inc. No portion of this presentation may be reproduced, reused, or otherwise distributed in any form without prior written consent.
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Estimated Break Even Price for Presalt FLNG
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Estimated Break Even Price for Presalt FLNG

Sensitivity Analysis
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year ( 13.3 MMcm per day)

Operational 
Expenditures -3% +3%

y ( p y)

• All Capital development and 
operating costs  are alocated 
to oil development

US dollars

Expenditures 
( +/- 50%)

p

© 2010, IHS CERA Inc. No portion of this presentation may be reproduced, reused, or otherwise distributed in any form without prior written consent.

6.6
US dollars 

per
MMBTU

5.0 8.2
Source: IHS CERA.



Competitiveness of Presalt FLNG at 
Guanabara Bay

Weighted Average Cost of New Liquefaction Projects in Selected Regions* 
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ArgentinaArgentina



Declining Oil and Gas ReservesDeclining Oil and Gas Reserves
Oil and Gas Proved Reserves
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Subsidies and Imported Volumes Become 
Significant in Argentina
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Argentine LNG Price Outlook
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Argentine LNG Price Outlook
• High Regas cost and price premium add significantly to LNG Cost

— Regas cost is about $1.40 more than in the US Gulf Coast
Premium adds 20 35% to the cost— Premium adds 20-35% to the cost
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Wellhead Gas Prices Recovering Slowly as 
Residential Prices Do Not MoveResidential Prices Do Not Move

• Differentiated prices for each
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Latin America: Pricing Dichotomy
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— Only Mexico has an international gas 

LNG gradually sets price 
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markets (gas, oil, substitute fuels)
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Oil-Gas Price Relationship
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Oil Gas Price Relationship
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Henry Hub Might Not Be the Right Benchmark
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Henry Hub Might Not Be the Right Benchmark
• Relatively low prices in the United States are likely to keep 

significant amounts of LNG away from Henry Hub
Next competing market becomes the Northwest Europe (NBP prices)— Next competing market becomes the Northwest Europe (NBP prices)
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Latin American LNG
Key Messages
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Key Messages
• Challenges

— Increasing gas demand driven by sustained economic growth in the 
iregion

— Slowing productive capacity additions give rise to growing need for LNG

• Uncertainties
— Scale and development strategy of Pre-Salt
— Will Bolivian production keep up with committments?p p p
— Can governments continue to pay for “expensive” LNG while preserving 

subsidization?
— Will unconventional gas spread over Europe and Latin America

• Key Implications
— Significant amounts of LNG will stay away from Henry Hub which will 

cause problems to Mexico and other likely importers in the Caribbean.
— LNG volumes directed to largest markets in South America like Brazil and 

Argentina will compete against northwest Europe maintaining linkage to 
oil prices

© 2010, IHS CERA Inc. No portion of this presentation may be reproduced, reused, or otherwise distributed in any form without prior written consent.
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