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In brief
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Gas outlook
(continued from page2)

n November crude o i l  pr ices
jumped by $ 10/Bbl rocketing to

their historical highs nearly hitting $
100/Bbl  for  the WTI.   In addi t ion,
November oil prices registered a high
volat i l i ty  induced by part ic ipants
trading in futures markets.
The rebound in oi l  pr ices has been
spurred by the combination of several
factors, of which:

�����   Persisting downward trend of US
distillate stocks.

�����   Surge of heating fuel prices due to
a snap of cold weather in the North
East of the USA

�����   Dollar declining against the Euro
reaching record high of 1.48 by the
end of November.

�����    Bad weather conditions in the North
Sea inducing the preventive shutdown
of nearly 9 oil and gas platforms in
Norway

�����   Resurgence of violence in Nigeria
with a new attack against the Forcados
oi l  terminal inducing a cut in Shel l
production by nearly 500 000 B/d.
In addi t ion,  severa l  factors  have
hampered the upward trend in prices
through November:

�����    Anticipated increase of OPEC output
during the 5 December Meeting in Abu
Dhabi

�����   IEA estimates trimming world oil
demand in 2007 and 2008.

�����   Fears over a slackening US economy
and its negative impacts on world oil
demand

�����  Recent firming up of the $ against
the Euro.

 Highlights

Long term Oil transactions up by
63 %

E x t r e m e  v o l a t i l i t y  o f  o i l  p r i c e s
and  the bullish trend in the market
p u s h e d  w o r l d  l o n g  t e r m  o i l
t r a n s a c t i o n s  b y   6 3  %  o v e r
the first 9 months in 2007 compared
t o  t h e  p r e v i o u s  y e a r.

 OPEC

D

Indonesia intends to privatise
Pertamina in 2012

Indones ia intends to pr ivat ise
Pertamina in 2012 via takeover and
optimise the company's portfolio. The
Indonesian company seeks to se l l
part of its assets especially in the real
estate so as to concentrate on its
core act iv i ty.  Some Pertamina
af f i l ia tes would se l l  part  o f  the i r
cap i ta l  segment as f rom 2008 or
2009.

The world exploration-production
investments should be up by 11 % in 2008

Accord ing to the latest  Lehman
Brothers yearly study on the major
international oil and gas companies,
investments in  explorat ion-
product ion should reg ister  a
sustained growth in 2008 (11%) for
the s ixth consecut ive year.  Deep
water  of fshore works should
contribute to the expected growth by
a total  level  of  $ 369 bi l l ion. The
study covers 344 companies.  The
latter have drawn their 2008 budget
on a hypothetical price of 68 dollars
per barrel.

�����

�����

(Continued on page 2)

O

uring their meeting held in Abu
Dhabi, United Arab Emirates, on 5

December 2007, the OPEC countries
decided to maintain their current
production ceiling, emphasizing their
determination to take every measure
deemed necessary to keep market
stability through the maintenance of
supply and demand in balance.
Having reviewed the oil market outlook,
including the overall demand/supply
projections for the year 2008, in particular
the first and second quarters, the
Conference observed that market
fundamentals have essentially remained
unchanged, with the market continuing
to be well supplied and commercial crude/
product stocks remaining at comfortable
levels in terms of days of forward cover.
At the same time, however, the
Conference observed, with concern, that
world oil prices remained volatile, in major
part due to the perception of market

Production ceiling  maintained

(Continued on page 3)

tightness by market players, exacerbated
by non-fundamental factors, including the
heavy influx of financial funds into
commodities and speculative activity in the
markets, while geopolitical developments
have contributed to price volatility.
Given the need for extreme vigilance in
assessing the market during the coming
months, the Conference decided to
convene an Extraordinary Meeting in
Vienna, Austria, on Friday, 1 February
2008. The Conference also confirmed that
its next Ordinary Meeting will be held on
5 March 2008, in Vienna.
The Conference unanimously agreed that
Members Angola and Ecuador should have
a production allocation of 1.9 mb/d and
520,000 b/d, respectively.

onat rach  sen ior  and h igh
execut ives ,  the  CEO o f  the

Ho ld ing  SVH the  CEO o f  the
a f f i l i a tes  STH,  SOTRAZ,  SOMIZ,
ANDALUS and SAFIR,  were  in
at tendance at  the meet ing.  As  a
reminder,  Hyproc  Sh ipp ing  S.A.
which is a wholly-owned affiliate of
the Group, reporting to holding SVH,
has been entrusted by the Board of
D i rec tors  to  modern ize  i t s
management  in  order  to  meet
e f f i c ient ly  the  ever  increas ing
requirements of  the internat ional
shipping market.
Mr. Larbi Cherif, General Director of
Holding SVH, speaking on behalf of
The Market ing  Act iv i ty  V ice

President, has recalled the objectives
of mid and long term hydrocarbon
products  t rad ing (o i l ,  re f ined
products and gas) on international
and domest ic  markets .  Protect ing
captive market shares and capturing
new remote ones, entails an active
and qua l i ta t ive  par t i c ipat ion  o f
Hyproc  sh ipp ing  " ins t rument" ,
therefore,  the or ientat ions of  the
Marketing Activity Vice President and
the Board of Directors of Holding SVH
are entirely grounded as they seek
to manage the company in a modern
and state-of-the-art way through the
standardization of the "one ship-one
management" technique to a l l  the
units of the fleet.

S

Shipping

Hyproc Shipping S.A. organized from 12 to 13 December 2007 in Oran, a Seminar
followed by a brainstorming on "Ship management" regrouping the sailing and
coastal teams of the company.

n Zeebrugge, Day Ahead prices
registered the same trend as NBP

pr ices.  Opening the month around
38.5 pence/th, Zeebrugge Day Ahead
prices closed at nearly 45 pence/th
with a positive differential of the price
average compared to NBP estimated
at nearly 0.75 pence/th. Increasing
pr ices are mainly due to dropping
temperatures and fears  over
uncertain supplies from Norway and
the North Sea.

Indeed,  in  November 2007,  the
Interconnector operated main ly in
forward d i rect ion (wi th a pos i t ive
differential of Zeebrugge spot prices
compared to NBP, estimated at nearly
0.75 pence/th).  In November,  the
Inteconnector registered 12 changes
of direction. In addition, the average
flow registered was 63 GWh/d against
196 GWh/d a month earlier, namely
down by 67.8 %.

F i rst  Month NBP forward pr ices
(December 2007 contracts) showed a
significant increase in comparison to
the previous month and reached in
average near ly  52.2 pence/th ($
10.8/MMBtu).  Opening the month
around 52 pence/th, First Month prices
rose considerably and reached 57.8
pence/th ($12/MMBtu), then dropped
and closed at 46.4 pence/th.

S imi lar ly,  Zeebrugge F i rst  Month
pr ices reached in  average 52.1
pence/th ($ 10.8/MMBtu) against
nearly 46.6 pence/th ($9.5/MMBtu) in
the previous month, namely a 5.5
pence/th increase ($1.3/MMBtu)
compared to a month earlier.

Futures pr ices were in the upward
trend for Q1-2008 and Q2-2008 ICE
contracts with an average of 54.80
pence/th ($ 11.3/MMBtu) and 45.3
pence/th ($ 9.4/MMBtu), respectively.

USA :

In November 2007, US Natural gas
pr ices mainta ined the i r  upward
trend increasing by $   0.7/MMBtu,
namely an average leve l  s l ight ly
be low  $ 8/MMBtu.  Thus,  opening
the month  at  $ 8.021/MMBtu,
f i rs t  Month pr ices (December
2007 contract) reached  $ 8.64/MMBtu
then fell and closed at $ 7.20/MMBtu
at the end of the month.

The rebound in prices is mainly due
to increased demand fo l lowing
the winter blast especially in the North
East.

Spot  markets  and stock markets
registered the same trend. Indeed,
spot prices in the North East registered
in average $ 8.00/MMBtu whereas
pr ices in  the Gul f  o f  Mexico
(Henry Hub) stood in  average at
$ 7.12/MMBtu.

Stock market :

Reaching a h is tor ica l  record on
7 November (1 $ against 2.108 $),
the £/$ parity registered successive
decreases and c losed at  2.056
by the end ob November.

Co2 market :

CO2 Quota pr ices for  the second
phase (  December 2007 contract)
cont inued the i r  downward t rend
then c losed at  0.01 Euros /Ton
against  0.09 Euros / ton in
the prev ious month,  whereas
quota prices for, the second phase
( 2008 and 2009 contracts) showed
a s l ight  increase and c losed
in average at  22.59 and 23.12
Euros/ton, respectively.

Evolution of natural gas flow on the Interconnector
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Ship management at the center of our concerns

However, in order to optimize LNG
value,  producers seek more and
more the access to natura l  gas
downstream through leas ing
regasification capacity on   different
termina ls .  Th is  new s i tuat ion has
created new relat ionships between
the producers and the consumers, a
relat ion more partnership-oriented
than the c lass ica l  sa le/  purchase
relation.
To round off,  to adapt to the new
developments,  Sonatrach has
implemented an approach centred on
a scheme offering it more flexibility
and arbitrage opportunities between
different markets to add value to its
LNG. Such a scheme plan has already
been implemented through leasing
of regasification capacity in Isle of
Grain (UK) and short ly in Montoir
(France) and also leasing of transport
capacity in Medgaz and Galsi gas line
projects.

In addi t ion,  the Conference has
unanimous ly  admit ted that  LNG
access is a real challenge for most
of the operators due to rising costs
of EPC contracts. In this regard, no
l iquefact ion project  has been
announced for the mid term.

(continued from page3)

Sonatrach present at World LNG
Summit
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Evolution of Brent prices in November

Gas outlook

Natural  gas Spot pr ices in the UK
reg i s te red  a  s t rong  inc rease  in
November  2007 ,  reach ing  an
average of 48.5 pence/th ($ 10.1/
MMBtu).

Thus, opening the month at nearly
38 pence/th ($ 7.9/MMBtu), NBP Day
Ahead pr ices  gradua l ly  f i rmed up
and reached 58 pence/th  ($11.9/
MMBtu) by mid month then dropped
and closed at 45 pence/th ($ 9.3/
MMBtu) by the end of the month.

The rise in prices is due to a high
gas demand in the UK spurred by
temperatures dropping lower than
last month records and also due to
disruptions of gas suppl ies on the
UK network gas transport (NTS).

North Europe

(continued on page 4)

By Kamel Tichouchai

UK and US price evolution
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NBP (Day Ahead)

NBP (first month)

Nymex (first month)

T

ithin the frame of the
construction of the East-West

motorway, Naftal concluded two
agreements for the supply of bitumen.
The first agreement was signed with
the Japanese consortium COJAAL on
21st November 2007, and the second
agreement was concluded with Chinese
Group CITIC-CRCC on 28th November
2007 in presence of Naftal CEO and
the General Director of Holding SVH,
General Director of the projects and
representatives of the workers.

East-West motorway- bitumen supplies

Signing of agreements between Naftal, COJAAL and CITIC-
CRCC

r ansac t i ons  r eached  172 .1
m i l l i on  con t ra c t s ,  name l y,

630  MBD,  whe reas  B ren t
transact ions on the ICE increased
by  on l y  39  %,  i . e ,  44 .7  m i l l i on
contracts (164 MBD), WTI US crude
t r ansac t i ons  doub l ed  t o  38 .3
m i l l i ons  con t r a c t s  (140  MBD) .
t rong presence o f  t raders  in  OTC
transactions on the ITC. It includes
production, refining and oil trading
compan i e s .  I ndeed ,  i n  t he  t h i r d
qua r t e r  2007 ,  t r ade r s  a ch i eved
55 .9  % o f  t he  OTC  t r ansac t i ons
on the ITC against only 44 % over
the same period in 2006. Banks and
f i nanc i a l  i n s t i t u t i ons  ma in ta i ned
the i r  sha re  on  t he  I TC  wh i ch
has remained stab le  at  near ly  21
% ove r  seve ra l  yea r s ,  whe reas
Hedge funds share dropped to 23
% in  t he  t h i r d  qua r t e r  2007 ,
compared to              35.6 % in
July- September 2006.

India: Indian refiners invest in
heavy oil processing

Essar Oil has approved a $ 6 billion
investment plan for the expansion
o f  Vad ina r  r e f i ne ry  i n  I nd i a
with a current processing capacity
o f  150  000  B /D  t o  be  l i f t ed  t o
210 000 B/D. The new installations
will treble the capacity to 680 000
B/D  and  p rocess  a  w ide  r ange
o f  c rude  o i l  i n c l ud ing  heavy  o i l .
The works should end by 2010 and
the  r e f i ne ry  w i l l  have  a  Ne l son
complex index of 12.8 and comply
with Euro IV et Euro V environment
s tandards .  Essa r  i s  no t  the  on ly

Indian company heavily investing in
r e f i n i ng .  Re l i ance  i ndus t r i e s  i s
cu r r en t l y  cons t ru c t i ng  a  se cond
complex of $ 6 bil l ion on Jamnagar
s i t e ,  c on t i guous   t o  t he  ex i s t i ng
cons t ru c t i ons  hav i ng  a  capac i t y
of 660 000 B/D, the complex should
process 580 000 B/D by mid 2008,
and crude with a 24 °API.

Brazil
Golfinho output increased

The Brazi l ian state-owned company
Pe t rob ras  has  announced  FPSO
barge operat ions with in the f rame
of  the  second deve lopment  phase
of its Golf inho offshore f ield in the
Esp i r i t o  San tos  bas i n .  The  new
ins ta l l a t i on  owns  a  p ro ces s i ng
capacity of nearly 20 00 B/D of light
oil (28 ° API). Linking  the two other
producing f ie lds by the end of the
year will gradually l ift output to 70
000  b /d  by  m id  2008 ,  i n c reas ing
production to 200 000 b/d offshore
Espirito Santo, against a current 120

000  b /d .  B raz i l  shou l d  p roduce
nea r l y  1 .8  MBD o f  l i qu i d
hydrocarbons in 2007.

Libya: upgrading of Oxy contracts

After the Italian company ENI, the
US  g roup  Occ i den ta l  Pe t r o l eum
(Oxy)  has  announced  s i gn i ng
ag reemen t s  w i t h  t he  L i byan
company Nat iona l  O i l  Corporat ion
(NOC) to upgrade several exist ing
oil contracts. The new agreements,
which span over 30 years, relate to
the  s tudy  and  imp lementa t ion  o f
redevelopment programmes of the
major deposi ts  and explorat ion in
the prol i f ic Sirte Basin. The group
has announced that over the next
f i v e  yea r s ,    $  5  b i l l on  w i l l  be
i nves ted  i n  t he  f i e l d s  hav i ng
recoverable reserves of 2.5 bi l l ion
bbls. The overal l  production would
treble to reach 300 000 b/d, against
100 000 b/d currently. The projects
w i l l  s i gn i f i c an t l y  con t r i bu te  t o
Libya's objective to reach 3MBD.

w �  The Japanese consortium COJAAL is
in charge of constructing the eastern
section of 399 in length, requiring 330
000 MT of bitumen to be completed in
2 years from 1st January 2008 to 31st
December 2009.
�  The Chinese group CITIC-CRCC will
construct the central section which covers
169 km in length. The quantity of
bitumen required for this section is 180
000 MT and will last two years from
1st January 2008 to 31ST December
2009.

LNG market

ev iew of  the h is tor ica l
fundamentals which contributed

to the development of  the gas
industry and constitute the present
foundation of the market structure.
Long term contracts have been one
of the corner stone of this industry
and have ensured long term
investments with a fair risk sharing
between the producers and buyers.
The take-or-pay c lause,  a  stab le
regulatory env i ronment and the
governments commitment in
different projects have also highly
contributed to the development of the
gas industry. Due to the lack of world
price reference, natural gas prices
have a lways been negot iated
between the sellers and the buyers
who have aimed to cover the costs
of their investments, maximise the
value of their products and maintain
compet i t ion of  natura l  gas pr ice
against  other  a l ternate energy,
respectively.
Today, although the gas industry has
remained highly capital ist ic i t  has
undergone drastic changes since late
90's with the end of the monopolies,
the emergence of  new majors
following mergers and takeovers and
also the expansion of LNG trading
inducing price interaction between
regiona l  markets.  The change of
environment has brought about a
higher risk for the different players.
Thus,  one of  the main changes
operated in the gas market is the
development of LNG trading which
has t reb led i ts  vo lumes over  the
period 1990-2006, shifting from 72
bcm /year to nearly 211 bcm/year.
According to analysts, the growth will
be far more important for LNG share
to reach nearly 40 % of natural gas

Sonatrach present at World LNG Summit

R

In average ,  da i l y  demand  has
increased by 46 Mm3 in November
then  s tood  a t  near l y  312  Mm3/d
against 266 Mm3/d in the previous
month.

In  add i t i on ,  a  compar i son  o f  the
average demand level in November

2007 and demand registered for the
same per i od  in  2006  shows  an
inc rease  o f  near l y  13 .5  Mm3/d .
However,  Day Ahead pr ices are in
average  h igher  by  near l y  10 .5
pence/th (nearly $ 2/MMBtu) over
those registered last year during the
same per iod.
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I n his closing address, Dr. Chawki
Mohamed Rahal, has expressed

his entire satisfact ion with Hyproc
launch ing  i t s  revamping process
by organ iz ing  the  bra ins torming
dea l ing  w i th  sh ip  management ,
a key word for Hyproc functioning and
has confirmed that Sonatrach Group
ambi t ions  to  back  the  company
in its task.
He congratulated all the participants
and expressed h is  w ish  for
other  meet ings  to  address  o ther
top ics  as  much impor tant  and
promised a  s t rong par t i c ipat ion
of the Marketing Activity executive
staff in the future.
He a l so  reca l led  the  const ra in ts
l inked to  the  navy s ta f f  tasks
to whom he expressed his gratitude.
The meet ing  has  served as
a  p la t form for  the  exchange
of  f ru i t fu l  in format ion  between
the executive staff and the shipping
pro fess iona ls  and has  shown
the h igh degree  o f  commitment
between the  members  o f  the
corporat ion whose act iv i t ies  of fer
few opportunities for meeting.

The bra ins torming on sh ip
management  cons is ted  o f  f i ve
workshops  mon i tored by  Ernest
& Young Counsellors.
The work sessions dealt with:

�  Improv ing vesse l -ear th
communicat ion
Improving vessel performance

�       The workshops rounded off the
sess ions and submit ted proposa ls
and recommendat ions  for  the
company to  def ine the object ives
and implement solutions.

Main themes
����� « "Introduction and prospects »
   M.Mohammedi, PDG

�����     « Ship management concepts »
   S.L.Ghomri DG/
   Second Captain A.Charef

����� « TMSA & Risk Assessment »
   A.Benali /
   Commanding officier  N.Behlouli

�����  « Marketing Vision of Sonatrach
   Marketing Activity »  COM

�����     « Situation & Performance of 2007
   Fleet»  M. Boukerche /
   A.Ziri / K.Benariba

�����  « Reporting & Communication -
    Board-Coast Commanding
    Officer » L.Relimi

�����  « Authority & Responsibility-
   Commanding Officer »
    M.Moualid

Ship management at the core of
the concerns

global market.
Growth has created interact ion
between prices in different regional
markets inducing trading patterns less
r ig id  than the former models  and
specif ical ly with the introduction of
new concepts of deviation and margin
sharing. Therefore, the point-to-point
model is less and less envisaged as
i t  const i tutes a constra int  to  the
different actors who seek to optimize
LNG va lue.  L ike the other  LNG
producers,  Sonatrach has a l ready
implemented this pattern through its
position on the Isle of Grain terminal
(UK).  Indeed,  in  2007,  Sonatrach
used only 16 % of its capacity in this
terminal against 75 % in 2006. Most
of the LNG dedicated to this terminal
has been deviated towards the US and
Asian markets with most attractive
marg in leve ls .  Thus,  Sonatrach 's
future product ion wi l l  not  be
exc lus ive ly  ded icated to a s ing le
market but will be dedicated to the
most valuable. So, the real question
today, is this one: is the challenge
securing supply or securing markets.
The pro l i ferat ion of  regas i f i cat ion
termina l  projects  in  the d i f ferent
markets and their utilization rate offer
ample access opportunities. The US
and Spanish termina ls  are a good
example in sofar as only 40 to 44 %
of the global capacity has been used
in 2007. However,  the s i tuat ion is
ent i re ly  d i f ferent  in  the upstream
where most of the liquefaction projects
have been delayed due to the rise in
EPC contracts costs. In the future, the
increase in cost prices will inevitably
lead to an increase of  natural  gas
pr ices.  As a result ,  access to LNG
presents obviously a real challenge for
some operators.

Sonatrach Marketing Activity attended the work sessions of the World LNG
Summit   organized by CWC Group from 3rd to 6th December 2007 in Rome
and addressed the theme of :"The opportunities for securing the supplies and
the challenges for securing the markets : The point of view of a producer".
The main points of the presentation dealt with:

(continued on page 4)
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- Anticipation over increase of OPEC output
ceiling,
- IEA downward review by nearly 0.5 MBD of
oil world demand in the fourth quarter 2007 ,
- Firming up of the $ against the Euro,
- Fears over a slackening  US economy.

- Snap of cold weather in the North East of the
USA,
- Attack against Forcados Shell operated oil
terminal  in Nigeria,
- Depreciation of the $ against the Euro,
- Accidental shutdown of upgrading unit in the
Alberta province operated by Royal Dutch Shell.

- Downward trend of consumer confidence index
in the USA in November,
- Anticipation over increase of OPEC production
ceiling ,
- Firming up of the $ against the Euro.

Ò
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Gas outlook

Natural  gas Spot pr ices in the UK
reg i s te red  a  s t rong  inc rease  in
November  2007 ,  reach ing  an
average of 48.5 pence/th ($ 10.1/
MMBtu).

Thus, opening the month at nearly
38 pence/th ($ 7.9/MMBtu), NBP Day
Ahead pr ices  gradua l ly  f i rmed up
and reached 58 pence/th  ($11.9/
MMBtu) by mid month then dropped
and closed at 45 pence/th ($ 9.3/
MMBtu) by the end of the month.

The rise in prices is due to a high
gas demand in the UK spurred by
temperatures dropping lower than
last month records and also due to
disruptions of gas suppl ies on the
UK network gas transport (NTS).

North Europe

(continued on page 4)
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UK and US price evolution
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NBP (first month)

Nymex (first month)

T

ithin the frame of the
construction of the East-West

motorway, Naftal concluded two
agreements for the supply of bitumen.
The first agreement was signed with
the Japanese consortium COJAAL on
21st November 2007, and the second
agreement was concluded with Chinese
Group CITIC-CRCC on 28th November
2007 in presence of Naftal CEO and
the General Director of Holding SVH,
General Director of the projects and
representatives of the workers.

East-West motorway- bitumen supplies

Signing of agreements between Naftal, COJAAL and CITIC-
CRCC

r ansac t i ons  r eached  172 .1
m i l l i on  con t ra c t s ,  name l y,

630  MBD,  whe reas  B ren t
transact ions on the ICE increased
by  on l y  39  %,  i . e ,  44 .7  m i l l i on
contracts (164 MBD), WTI US crude
t r ansac t i ons  doub l ed  t o  38 .3
m i l l i ons  con t r a c t s  (140  MBD) .
t rong presence o f  t raders  in  OTC
transactions on the ITC. It includes
production, refining and oil trading
compan i e s .  I ndeed ,  i n  t he  t h i r d
qua r t e r  2007 ,  t r ade r s  a ch i eved
55 .9  % o f  t he  OTC  t r ansac t i ons
on the ITC against only 44 % over
the same period in 2006. Banks and
f i nanc i a l  i n s t i t u t i ons  ma in ta i ned
the i r  sha re  on  t he  I TC  wh i ch
has remained stab le  at  near ly  21
% ove r  seve ra l  yea r s ,  whe reas
Hedge funds share dropped to 23
% in  t he  t h i r d  qua r t e r  2007 ,
compared to              35.6 % in
July- September 2006.

India: Indian refiners invest in
heavy oil processing

Essar Oil has approved a $ 6 billion
investment plan for the expansion
o f  Vad ina r  r e f i ne ry  i n  I nd i a
with a current processing capacity
o f  150  000  B /D  t o  be  l i f t ed  t o
210 000 B/D. The new installations
will treble the capacity to 680 000
B/D  and  p rocess  a  w ide  r ange
o f  c rude  o i l  i n c l ud ing  heavy  o i l .
The works should end by 2010 and
the  r e f i ne ry  w i l l  have  a  Ne l son
complex index of 12.8 and comply
with Euro IV et Euro V environment
s tandards .  Essa r  i s  no t  the  on ly

Indian company heavily investing in
r e f i n i ng .  Re l i ance  i ndus t r i e s  i s
cu r r en t l y  cons t ru c t i ng  a  se cond
complex of $ 6 bil l ion on Jamnagar
s i t e ,  c on t i guous   t o  t he  ex i s t i ng
cons t ru c t i ons  hav i ng  a  capac i t y
of 660 000 B/D, the complex should
process 580 000 B/D by mid 2008,
and crude with a 24 °API.

Brazil
Golfinho output increased

The Brazi l ian state-owned company
Pe t rob ras  has  announced  FPSO
barge operat ions with in the f rame
of  the  second deve lopment  phase
of its Golf inho offshore f ield in the
Esp i r i t o  San tos  bas i n .  The  new
ins ta l l a t i on  owns  a  p ro ces s i ng
capacity of nearly 20 00 B/D of light
oil (28 ° API). Linking  the two other
producing f ie lds by the end of the
year will gradually l ift output to 70
000  b /d  by  m id  2008 ,  i n c reas ing
production to 200 000 b/d offshore
Espirito Santo, against a current 120

000  b /d .  B raz i l  shou l d  p roduce
nea r l y  1 .8  MBD o f  l i qu i d
hydrocarbons in 2007.

Libya: upgrading of Oxy contracts

After the Italian company ENI, the
US  g roup  Occ i den ta l  Pe t r o l eum
(Oxy)  has  announced  s i gn i ng
ag reemen t s  w i t h  t he  L i byan
company Nat iona l  O i l  Corporat ion
(NOC) to upgrade several exist ing
oil contracts. The new agreements,
which span over 30 years, relate to
the  s tudy  and  imp lementa t ion  o f
redevelopment programmes of the
major deposi ts  and explorat ion in
the prol i f ic Sirte Basin. The group
has announced that over the next
f i v e  yea r s ,    $  5  b i l l on  w i l l  be
i nves ted  i n  t he  f i e l d s  hav i ng
recoverable reserves of 2.5 bi l l ion
bbls. The overal l  production would
treble to reach 300 000 b/d, against
100 000 b/d currently. The projects
w i l l  s i gn i f i c an t l y  con t r i bu te  t o
Libya's objective to reach 3MBD.

w �  The Japanese consortium COJAAL is
in charge of constructing the eastern
section of 399 in length, requiring 330
000 MT of bitumen to be completed in
2 years from 1st January 2008 to 31st
December 2009.
�  The Chinese group CITIC-CRCC will
construct the central section which covers
169 km in length. The quantity of
bitumen required for this section is 180
000 MT and will last two years from
1st January 2008 to 31ST December
2009.

LNG market

ev iew of  the h is tor ica l
fundamentals which contributed

to the development of  the gas
industry and constitute the present
foundation of the market structure.
Long term contracts have been one
of the corner stone of this industry
and have ensured long term
investments with a fair risk sharing
between the producers and buyers.
The take-or-pay c lause,  a  stab le
regulatory env i ronment and the
governments commitment in
different projects have also highly
contributed to the development of the
gas industry. Due to the lack of world
price reference, natural gas prices
have a lways been negot iated
between the sellers and the buyers
who have aimed to cover the costs
of their investments, maximise the
value of their products and maintain
compet i t ion of  natura l  gas pr ice
against  other  a l ternate energy,
respectively.
Today, although the gas industry has
remained highly capital ist ic i t  has
undergone drastic changes since late
90's with the end of the monopolies,
the emergence of  new majors
following mergers and takeovers and
also the expansion of LNG trading
inducing price interaction between
regiona l  markets.  The change of
environment has brought about a
higher risk for the different players.
Thus,  one of  the main changes
operated in the gas market is the
development of LNG trading which
has t reb led i ts  vo lumes over  the
period 1990-2006, shifting from 72
bcm /year to nearly 211 bcm/year.
According to analysts, the growth will
be far more important for LNG share
to reach nearly 40 % of natural gas

Sonatrach present at World LNG Summit

R

In average ,  da i l y  demand  has
increased by 46 Mm3 in November
then  s tood  a t  near l y  312  Mm3/d
against 266 Mm3/d in the previous
month.

In  add i t i on ,  a  compar i son  o f  the
average demand level in November

2007 and demand registered for the
same per i od  in  2006  shows  an
inc rease  o f  near l y  13 .5  Mm3/d .
However,  Day Ahead pr ices are in
average  h igher  by  near l y  10 .5
pence/th (nearly $ 2/MMBtu) over
those registered last year during the
same per iod.
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I n his closing address, Dr. Chawki
Mohamed Rahal, has expressed

his entire satisfact ion with Hyproc
launch ing  i t s  revamping process
by organ iz ing  the  bra ins torming
dea l ing  w i th  sh ip  management ,
a key word for Hyproc functioning and
has confirmed that Sonatrach Group
ambi t ions  to  back  the  company
in its task.
He congratulated all the participants
and expressed h is  w ish  for
other  meet ings  to  address  o ther
top ics  as  much impor tant  and
promised a  s t rong par t i c ipat ion
of the Marketing Activity executive
staff in the future.
He a l so  reca l led  the  const ra in ts
l inked to  the  navy s ta f f  tasks
to whom he expressed his gratitude.
The meet ing  has  served as
a  p la t form for  the  exchange
of  f ru i t fu l  in format ion  between
the executive staff and the shipping
pro fess iona ls  and has  shown
the h igh degree  o f  commitment
between the  members  o f  the
corporat ion whose act iv i t ies  of fer
few opportunities for meeting.

The bra ins torming on sh ip
management  cons is ted  o f  f i ve
workshops  mon i tored by  Ernest
& Young Counsellors.
The work sessions dealt with:

�  Improv ing vesse l -ear th
communicat ion
Improving vessel performance

�       The workshops rounded off the
sess ions and submit ted proposa ls
and recommendat ions  for  the
company to  def ine the object ives
and implement solutions.

Main themes
����� « "Introduction and prospects »
   M.Mohammedi, PDG

�����     « Ship management concepts »
   S.L.Ghomri DG/
   Second Captain A.Charef

����� « TMSA & Risk Assessment »
   A.Benali /
   Commanding officier  N.Behlouli

�����  « Marketing Vision of Sonatrach
   Marketing Activity »  COM

�����     « Situation & Performance of 2007
   Fleet»  M. Boukerche /
   A.Ziri / K.Benariba

�����  « Reporting & Communication -
    Board-Coast Commanding
    Officer » L.Relimi

�����  « Authority & Responsibility-
   Commanding Officer »
    M.Moualid

Ship management at the core of
the concerns

global market.
Growth has created interact ion
between prices in different regional
markets inducing trading patterns less
r ig id  than the former models  and
specif ical ly with the introduction of
new concepts of deviation and margin
sharing. Therefore, the point-to-point
model is less and less envisaged as
i t  const i tutes a constra int  to  the
different actors who seek to optimize
LNG va lue.  L ike the other  LNG
producers,  Sonatrach has a l ready
implemented this pattern through its
position on the Isle of Grain terminal
(UK).  Indeed,  in  2007,  Sonatrach
used only 16 % of its capacity in this
terminal against 75 % in 2006. Most
of the LNG dedicated to this terminal
has been deviated towards the US and
Asian markets with most attractive
marg in leve ls .  Thus,  Sonatrach 's
future product ion wi l l  not  be
exc lus ive ly  ded icated to a s ing le
market but will be dedicated to the
most valuable. So, the real question
today, is this one: is the challenge
securing supply or securing markets.
The pro l i ferat ion of  regas i f i cat ion
termina l  projects  in  the d i f ferent
markets and their utilization rate offer
ample access opportunities. The US
and Spanish termina ls  are a good
example in sofar as only 40 to 44 %
of the global capacity has been used
in 2007. However,  the s i tuat ion is
ent i re ly  d i f ferent  in  the upstream
where most of the liquefaction projects
have been delayed due to the rise in
EPC contracts costs. In the future, the
increase in cost prices will inevitably
lead to an increase of  natural  gas
pr ices.  As a result ,  access to LNG
presents obviously a real challenge for
some operators.

Sonatrach Marketing Activity attended the work sessions of the World LNG
Summit   organized by CWC Group from 3rd to 6th December 2007 in Rome
and addressed the theme of :"The opportunities for securing the supplies and
the challenges for securing the markets : The point of view of a producer".
The main points of the presentation dealt with:

(continued on page 4)
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- Anticipation over increase of OPEC output
ceiling,
- IEA downward review by nearly 0.5 MBD of
oil world demand in the fourth quarter 2007 ,
- Firming up of the $ against the Euro,
- Fears over a slackening  US economy.

- Snap of cold weather in the North East of the
USA,
- Attack against Forcados Shell operated oil
terminal  in Nigeria,
- Depreciation of the $ against the Euro,
- Accidental shutdown of upgrading unit in the
Alberta province operated by Royal Dutch Shell.

- Downward trend of consumer confidence index
in the USA in November,
- Anticipation over increase of OPEC production
ceiling ,
- Firming up of the $ against the Euro.

Ò
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In brief

I

Gas outlook
(continued from page2)

n November crude o i l  pr ices
jumped by $ 10/Bbl rocketing to

their historical highs nearly hitting $
100/Bbl  for  the WTI.   In addi t ion,
November oil prices registered a high
volat i l i ty  induced by part ic ipants
trading in futures markets.
The rebound in oi l  pr ices has been
spurred by the combination of several
factors, of which:

�����   Persisting downward trend of US
distillate stocks.

�����   Surge of heating fuel prices due to
a snap of cold weather in the North
East of the USA

�����   Dollar declining against the Euro
reaching record high of 1.48 by the
end of November.

�����    Bad weather conditions in the North
Sea inducing the preventive shutdown
of nearly 9 oil and gas platforms in
Norway

�����   Resurgence of violence in Nigeria
with a new attack against the Forcados
oi l  terminal inducing a cut in Shel l
production by nearly 500 000 B/d.
In addi t ion,  severa l  factors  have
hampered the upward trend in prices
through November:

�����    Anticipated increase of OPEC output
during the 5 December Meeting in Abu
Dhabi

�����   IEA estimates trimming world oil
demand in 2007 and 2008.

�����   Fears over a slackening US economy
and its negative impacts on world oil
demand

�����  Recent firming up of the $ against
the Euro.

 Highlights

Long term Oil transactions up by
63 %

E x t r e m e  v o l a t i l i t y  o f  o i l  p r i c e s
and  the bullish trend in the market
p u s h e d  w o r l d  l o n g  t e r m  o i l
t r a n s a c t i o n s  b y   6 3  %  o v e r
the first 9 months in 2007 compared
t o  t h e  p r e v i o u s  y e a r.

 OPEC

D

Indonesia intends to privatise
Pertamina in 2012

Indones ia intends to pr ivat ise
Pertamina in 2012 via takeover and
optimise the company's portfolio. The
Indonesian company seeks to se l l
part of its assets especially in the real
estate so as to concentrate on its
core act iv i ty.  Some Pertamina
af f i l ia tes would se l l  part  o f  the i r
cap i ta l  segment as f rom 2008 or
2009.

The world exploration-production
investments should be up by 11 % in 2008

Accord ing to the latest  Lehman
Brothers yearly study on the major
international oil and gas companies,
investments in  explorat ion-
product ion should reg ister  a
sustained growth in 2008 (11%) for
the s ixth consecut ive year.  Deep
water  of fshore works should
contribute to the expected growth by
a total  level  of  $ 369 bi l l ion. The
study covers 344 companies.  The
latter have drawn their 2008 budget
on a hypothetical price of 68 dollars
per barrel.

�����

�����

(Continued on page 2)

O

uring their meeting held in Abu
Dhabi, United Arab Emirates, on 5

December 2007, the OPEC countries
decided to maintain their current
production ceiling, emphasizing their
determination to take every measure
deemed necessary to keep market
stability through the maintenance of
supply and demand in balance.
Having reviewed the oil market outlook,
including the overall demand/supply
projections for the year 2008, in particular
the first and second quarters, the
Conference observed that market
fundamentals have essentially remained
unchanged, with the market continuing
to be well supplied and commercial crude/
product stocks remaining at comfortable
levels in terms of days of forward cover.
At the same time, however, the
Conference observed, with concern, that
world oil prices remained volatile, in major
part due to the perception of market

Production ceiling  maintained

(Continued on page 3)

tightness by market players, exacerbated
by non-fundamental factors, including the
heavy influx of financial funds into
commodities and speculative activity in the
markets, while geopolitical developments
have contributed to price volatility.
Given the need for extreme vigilance in
assessing the market during the coming
months, the Conference decided to
convene an Extraordinary Meeting in
Vienna, Austria, on Friday, 1 February
2008. The Conference also confirmed that
its next Ordinary Meeting will be held on
5 March 2008, in Vienna.
The Conference unanimously agreed that
Members Angola and Ecuador should have
a production allocation of 1.9 mb/d and
520,000 b/d, respectively.

onat rach  sen ior  and h igh
execut ives ,  the  CEO o f  the

Ho ld ing  SVH the  CEO o f  the
a f f i l i a tes  STH,  SOTRAZ,  SOMIZ,
ANDALUS and SAFIR,  were  in
at tendance at  the meet ing.  As  a
reminder,  Hyproc  Sh ipp ing  S.A.
which is a wholly-owned affiliate of
the Group, reporting to holding SVH,
has been entrusted by the Board of
D i rec tors  to  modern ize  i t s
management  in  order  to  meet
e f f i c ient ly  the  ever  increas ing
requirements of  the internat ional
shipping market.
Mr. Larbi Cherif, General Director of
Holding SVH, speaking on behalf of
The Market ing  Act iv i ty  V ice

President, has recalled the objectives
of mid and long term hydrocarbon
products  t rad ing (o i l ,  re f ined
products and gas) on international
and domest ic  markets .  Protect ing
captive market shares and capturing
new remote ones, entails an active
and qua l i ta t ive  par t i c ipat ion  o f
Hyproc  sh ipp ing  " ins t rument" ,
therefore,  the or ientat ions of  the
Marketing Activity Vice President and
the Board of Directors of Holding SVH
are entirely grounded as they seek
to manage the company in a modern
and state-of-the-art way through the
standardization of the "one ship-one
management" technique to a l l  the
units of the fleet.

S

Shipping

Hyproc Shipping S.A. organized from 12 to 13 December 2007 in Oran, a Seminar
followed by a brainstorming on "Ship management" regrouping the sailing and
coastal teams of the company.

n Zeebrugge, Day Ahead prices
registered the same trend as NBP

pr ices.  Opening the month around
38.5 pence/th, Zeebrugge Day Ahead
prices closed at nearly 45 pence/th
with a positive differential of the price
average compared to NBP estimated
at nearly 0.75 pence/th. Increasing
pr ices are mainly due to dropping
temperatures and fears  over
uncertain supplies from Norway and
the North Sea.

Indeed,  in  November 2007,  the
Interconnector operated main ly in
forward d i rect ion (wi th a pos i t ive
differential of Zeebrugge spot prices
compared to NBP, estimated at nearly
0.75 pence/th).  In November,  the
Inteconnector registered 12 changes
of direction. In addition, the average
flow registered was 63 GWh/d against
196 GWh/d a month earlier, namely
down by 67.8 %.

F i rst  Month NBP forward pr ices
(December 2007 contracts) showed a
significant increase in comparison to
the previous month and reached in
average near ly  52.2 pence/th ($
10.8/MMBtu).  Opening the month
around 52 pence/th, First Month prices
rose considerably and reached 57.8
pence/th ($12/MMBtu), then dropped
and closed at 46.4 pence/th.

S imi lar ly,  Zeebrugge F i rst  Month
pr ices reached in  average 52.1
pence/th ($ 10.8/MMBtu) against
nearly 46.6 pence/th ($9.5/MMBtu) in
the previous month, namely a 5.5
pence/th increase ($1.3/MMBtu)
compared to a month earlier.

Futures pr ices were in the upward
trend for Q1-2008 and Q2-2008 ICE
contracts with an average of 54.80
pence/th ($ 11.3/MMBtu) and 45.3
pence/th ($ 9.4/MMBtu), respectively.

USA :

In November 2007, US Natural gas
pr ices mainta ined the i r  upward
trend increasing by $   0.7/MMBtu,
namely an average leve l  s l ight ly
be low  $ 8/MMBtu.  Thus,  opening
the month  at  $ 8.021/MMBtu,
f i rs t  Month pr ices (December
2007 contract) reached  $ 8.64/MMBtu
then fell and closed at $ 7.20/MMBtu
at the end of the month.

The rebound in prices is mainly due
to increased demand fo l lowing
the winter blast especially in the North
East.

Spot  markets  and stock markets
registered the same trend. Indeed,
spot prices in the North East registered
in average $ 8.00/MMBtu whereas
pr ices in  the Gul f  o f  Mexico
(Henry Hub) stood in  average at
$ 7.12/MMBtu.

Stock market :

Reaching a h is tor ica l  record on
7 November (1 $ against 2.108 $),
the £/$ parity registered successive
decreases and c losed at  2.056
by the end ob November.

Co2 market :

CO2 Quota pr ices for  the second
phase (  December 2007 contract)
cont inued the i r  downward t rend
then c losed at  0.01 Euros /Ton
against  0.09 Euros / ton in
the prev ious month,  whereas
quota prices for, the second phase
( 2008 and 2009 contracts) showed
a s l ight  increase and c losed
in average at  22.59 and 23.12
Euros/ton, respectively.

Evolution of natural gas flow on the Interconnector
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Ship management at the center of our concerns

However, in order to optimize LNG
value,  producers seek more and
more the access to natura l  gas
downstream through leas ing
regasification capacity on   different
termina ls .  Th is  new s i tuat ion has
created new relat ionships between
the producers and the consumers, a
relat ion more partnership-oriented
than the c lass ica l  sa le/  purchase
relation.
To round off,  to adapt to the new
developments,  Sonatrach has
implemented an approach centred on
a scheme offering it more flexibility
and arbitrage opportunities between
different markets to add value to its
LNG. Such a scheme plan has already
been implemented through leasing
of regasification capacity in Isle of
Grain (UK) and short ly in Montoir
(France) and also leasing of transport
capacity in Medgaz and Galsi gas line
projects.

In addi t ion,  the Conference has
unanimous ly  admit ted that  LNG
access is a real challenge for most
of the operators due to rising costs
of EPC contracts. In this regard, no
l iquefact ion project  has been
announced for the mid term.

(continued from page3)

Sonatrach present at World LNG
Summit




