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Who we are

Independent publishers and analysts of energy markets,
supply and strategy

— Gas, power and carbon market reports, plus retail energy price
report

Original and leading European gas & power price index

— Heren Indices
« Daily & monthly, NBP, Zeebrugge Hub, Dutch TTF

— Day-ahead gas quote sets price for UK prompt gas



Changing markets

Growing demand for gas
Declining indigenous production
More imports

EU liberalising, leading to gas-on-gas
competition and market-set pricing

LNG arbitrage links Europe to other gas markets



(Gas price revolution

Old oil-indexed gas contracts existed because of lack of
gas-to-gas competition

Gas trading provides a robust gas index that reflects real
risk exposure

European markets are moving towards gas price
Indexation in long term contracts

— New LNG contracts into northern Europe all gas indexed

— Spot price indexation is steadily being factored into existing
contracts



European gas trading

« Last two years have shown that spot trading will provide
reliable price benchmarks for Europe

« 3 developments have boosted liquidity:
— Wholesale prices have fallen from the spike of 2005
— The number of import routes into Europe is diversifying
— Financial institutions and funds are taking a bigger roll
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Europe’s gas trading points
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Many ways to measure liquidity
— volumes, churn ratios etc.

Data from hub operators often reflects the
amount of gas being delivered

But how feasible is it for a trader to buy and sell
gas ?
Look at the bid/offer spread
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Liquidity in comparsion to other major European hubs

NBP 19
TTF 15
Zeebrugge 12
EGT 9
PEG Nord 7
BEB 4
CEGH 0
PSV 0

*Liquidity rated out of 20 during the summer of 2007

Liquidity of NBP hub

Within-day <EUR 0.5/MWh spread* 1 Month-ahead <EUR 0.3/MWh spread* 1
Day-ahead <EUR 0.5/MWh spread* 1 Next quarter <EUR 0.3/MWh spread* 1
Month-ahead <EUR 0.5/MWh spread* 1 Next season <EUR 0.3/MWh spread* 1
Next quarter <EUR 0.5/MWh spread™ 1 Two seasons ahead <EUR 0.3/MWh spread* 1
Next season <EUR 0.5/MWh spread* 1 Two years ahead <EUR 0.3/MWh spread* 1
Two seasons ahead <EUR 0.5/MWh spread* 1 Three years ahead <EUR 0.3/MWh spread* 0
Two years ahead <EUR 0.5/MWh spread* 1 Exchange-based balancing market 1
Three years ahead <EUR 0.5/MWh spread* 1 Brokers widely used 1
Within-day <EUR 0.3/MWh spread* 1 Independent daily price quotes published 1
Day-ahead <EUR 0.3/MWh spread* 1 Active futures exchange 1
Total 19

*Typically available every day to all interested counterparties



« Europe’s most mature and liquid trading hub

— Virtual, Open and transparent access, good data
flows

« But it's not perfect
— Credit crunch could put a brake on growth
— No info on offshore flows

— Link to lesser-liberalised continent can cause
problems

— Liquidity on the curve tails off further than 1 year



|deally placed for a trading hub

But liguidity has stagnated

— Problems with varying gas quality

— Primarily a transit hub

— Access capacity controlled by incumbent
— NBP principle price driver

New Zee Platform promises much
Improved connections will boost trade
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TTF, Holland

Closest thing continental Europe has to an
Independent pricing point

Volumes have increased rapidly

Virtual hub easy to trade

Growing price correlation with the UK since the
summer 2006

Storage dominated by incumbent GasTera

Big news: Merger of Dutch grid with BEB’s in
Germany
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Germany’s BEB and EGT

German market now consolidated in to 14 zones
BEB and Eon Ruhrgas’ EGT main trading zones

Hubs are virtual, with firm delivery and diversified
supply sources

But will main price driver continue to be the TTF?
Major barrier to trade remains lack of TPA
Further zone mergers will boost liquidity
Regulator must impose UIOLI on transport
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Central European Gas Hub , Austria

Most easterly traded gas market in Europe
Major transit point for Russian gas

Volumes have grown quickly in the last year , but
liquidity remains constrained

— Difficulty in obtaining transit capacity

— Difficulty of buying gas if not already Gazprom
customer

CEGH to be the “European Nymex™ ?

Problem: Gazprom’s almost total supply dominance
In the region
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PEGs (Points d’Echange de Gaz), France

« Slow to develop liquidity
— Only 4 main traders on PEG Nord
— TIGF’s southern zone not yet active trading point

« Hubs are virtual and firm, but problems for accessing import
capacity as well as bottlenecks between zones

« Regulated tariffs further stifle liquidity

« Dramatic increase in spot trade expected in 2009
— GRTgaz merges its four zones into two
— Bottlenecks eliminated
— more entry capacity available
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PSV (Punto di Scambio Virtuale), Italy

Italy suffers high prices and has strong demand
yet no real spot market

PSV is a virtual delivery point based on the NBP

Volumes traded have increased but wide spreads
remain

Oil-linked formula from Eni’'s gas release is the
main benchmark

Remains little more than a bulletin board
New import routes offer best hope
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Emergence of a European price benchmark?

Until recently people talked of the development of
a “Herring Hub” (NBP, ZH, TTF)

— NBP deepest market, TTF and Zeebrugge follow
NBP

But now two more possibllities:
— Merged Gasunie-BEB network
— Eon Ruhrgas’ EGT trading zone

16



p/th

Price convergence

NBP vs TTF vs Zeebrugge: Q1 "08 Price Assessment
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Outlook

2008 another significant year

Old barriers dissolving

Gas pricing moving away from oil indexation
Liquid market pricing will increasingly dictate
behaviour of producers
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