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In brief

D uring  the  f i r s t  th ree  weeks  o f
Ju l y,  soa r ing  c rude  o i l  p r i ces

h i t  the $ 80/Bbl  l imi t ,  spurred by a
f i rm wor ld  o i l  demand  and  t i gh t
offer,  due to Niger ian cr is is.

Other  fac tors  have  a l so  cont r ibuted
to push pr ices up,  namely:

 Low gasoline inventories in the USA
due to  mul t ip le  prob lems in  severa l
re f i ne r i es ,  whereas  fue l  demand
increased by 1.2 % compared to last
y e a r.

 Launching of maintenance on North
Sea oi l  p lat forms further stress ing a
decreasing wor ld of fer.

 Decl ining oi l  stocks in Europe

 IEA forecasting an increase of nearly
2 .2  MB/D o f  g l oba l  o i l  demand  in
2008  spur red  by  a  v igorous  g rowth
of  emerg ing  count r ies .

 A significant increase of investments
f l ows  by  non  - commerc ia l s ,
re inforc ing long pos i t ions on futures
markets to historic  records in July

 Acc identa l  damage on natura l  gas
l ine on the central  system (CATS) in
the North Sea ampl i fy ing fears  over
suspension of gas and oi l  product ion
in the reg ion.

 Total declaring force majeure on its
expor t s  f rom Da l i a  f i e l d  i n  Ango la ,
cu t t i ng  ou tpu t  by  ha l f  t o  110  000
B /D .

 S tu rdy  Ch inese  economic  g rowth
with nearly 11 % increase of GDP in
the  second  quar te r  and  a  20  %
increase of crude oi l  imports in June
compared to last  year .

End  o f  Ju l y  has  been  marked  by
dec l i n ing  c rude  o i l  p r i ces  due  to  a
mass ive  booksquar ing  o f  l ong
pos i t i ons  by  the  end  o f  the  exp i ry
o f  Augus t  con t rac t .  An t i c i pa ted
negat ive  impac ts  o f  dec l i n ing  s tock
exchange  marke ts  have  a l so
con t r i bu ted  to  the  downward  t rend
in pr ices dur ing the per iod.

HIGHLIGHTS

Prospects of Global Biofuels market
evolution

Accord ing  to  the  semes te r  repor t
(Med ium Term O i l  Marke t  Repor t )
pub l i shed  by  the  In te rna t i ona l
Energy  Agency  ,  b i o fue l  wor ld
p roduc t i on  shou ld  reach  1 .75  MB/D
by 2012, namely, more than twice its
2006 leve l .

Shipping

First cargo for Cheikh El Mokrani

Evolution of natural gas flow

on the Interconnector

GWh

Indonesia

New crude oil price formula

I ndone s i a  ha s  announced
app ly ing  a  new o f f i c i a l  c rude  o i l
fo rmula w i th  backdated  e f fec t  as
o f  1 s t  J u l y  2007 .  The  new  ICP
formula  ( Indones ian Crude Pr i ce)
w i l l  be  based  on  P l a t t s  and  R IM
In t e l l i g en ce  e va l u a t i o n s  w i t h
50 % each.  I t  w i l l  no longer  use
t he  APP I  A s i an  i n dex  (A s i an
Pe t r o l eumP r i c e  I ndex )  and
shou ld  induce  h igher  ICP  va lues ,
whe r ea s ,  t h e  LNG  p r i c e
c a l c u l a t i o n  f o rmu l a  w i l l  r ema i n
unchanged .

Iran

Iran urges Japanese refiners to
pay in Yens

As  o f  10  J u l y,  a l l  t ra n sa c t i o n s
be tween  I r an  and  J apanese
refiners will be dealt in Yen and no
longer in dollars. Iran has decided
to implement drastic cuts of its US
do l l a r  r e s e r ve s  s o  a s  t o  a vo i d
potent ia l  sanct ions.

Poland/UAE

Signing of oil supply agreement
with major refiner

PKN  O r l en ,  Po l i s h  r e f i n e r,  h a s
concluded a three year agreement
w i t h  P e t r o t r ade  (UAE )  f o r  t h e
supply of a volume of 2.4 MT/year
o f  c r ude  v i a  t h e  D ru zhba  o i l
p i p e l i n e  f o r  a  t o t a l  amoun t  o f
$  3 . 9  B i l l i o n .  The  ag r eemen t
w i l l  c o ve r  t h e  pe r i o d  f r om  1 s t
Ju ly  2007 through 30 June 2010.
The  vo l ume  supp l i e d  pe r  y ea r
r ep r e sen t s  20  %  o f  PKN  annua l
c r ude  o i l  d emand .  The  Po l i s h
company  a ims  a t  r e du c i ng  i t s
r e l i a n c e  on  Ru s s i an  c r ude  o i l
supp l i es .

ConocoPhillips

ConocoPhillips projects to adapt
three refineries  in the US region
o f  Mex i c an  Gu l f  t o  p r o c e s s
Canad i an  heavy  c r ude  and
develop i ts oi l  p ipel ines network.
The  US  g r oup  and  i t s  Canad i an
pa r tne r  EnCana  have  p l anned  to
p r oduce  f r om  two  o i l  s and s
projects, 400 000 b/d on the long
te rm.  Fo r  t h i s  pu rpose ,  t he  two
companies aim at securing volumes
f o r  p i p e l i n e  t r an spo r t  i n  No r t h
Amer ica .

(continued page 3)
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n terms of value, the exports
turnover reached US $ 26.81
billion, i.e., slightly decreasing

by 1% compared to the f i rst  hal f
2006.

The turnover of associates'  share
reached  US $ 1.99 bi l l ion,
namely, a reducion of  33 % compared
to the same period a year earl ier
mainly due to the volumes paid
off  for the windfal l  prof i ts  tax
deducted in 2007. In addition, the
semester c losed with a weighted
average price for Sahara Blend, i.e,
$ 66.07 /bbl against 66.44 for the
same period in 2006.

Domestic market:
A turnover of DA 75.4 billion has been
registered for the first half 2007 for
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a global  volume ( inc luding al l
products) of DA 17.5 million.

Crude oi l  suppl ies in the domestic
market reached DA 55.35 billion for a
volume of 4.4 mill ion TOE, namely,
slightly dropping by 2 % compared to
the f i rst  semester 2006 and a
realization rate of 47 % of our initial
budget.

LPG sales (including ethane) reached
729 million TOE, i.e, 48 % of our initial
budget.

The turnover for natural gas supplied
to the domestic market reached DA
14.3 billion corresponding to 12.8 bcm
(of which 9.1 bcm suppl ied to
Sonelgaz) against 12.8 bcm for the
first half in 2006.

pen ing  the  month  a t  a round
25  pence/ th ,  Day  Ahead

Zeebrugge  p r i ces  c l osed  a round
30 .7  pence/ th  w i th  a  pos i t i ve
d i f f e ren t i a l  es t imated  a t  near l y
0 .27  pence/ th  compared  to  NBP
prices.

Indeed, the Interconnector in July
2007  opera ted  on ly  i n  fo rward
d i rec t i on .  Th i s  i s  due  to  amp le
gas  vo lumes  be ing  ava i l ab le  on
the  UK marke t  and  a t t rac t i ve
pr i ces  on  Zeebrugge  marke t .  In
add i t i on ,  the  ne t  average  f l ow
registered in  Ju ly  was 262 Gwh/d
against 76 GWh/d a month earl ier,
namely, up by 245 %.

F i r s t  Month  NBP  p r i ces  (Augus t
2007  con t rac t )  were  up  in
comparison to the previous month
by  an  average  es t imated  a t
near l y  10  pence/ th .  Open ing
the month around 23.5  pence/ th ,
F i r s t  Month  p r i ces  have  then
s ign i f i can t l y  c l imbed to  c l ose  a t
30.10 pence/th.

S im i l a r l y,  F i r s t  Month  p r i ces  on
Zeebrugge  showed  in  average  a
leve l  o f  29  pence/ th  aga ins t
near l y  19  pence/ th  dur ing
the  p rev ious  month ,  i . e  up  by
nearly 10 pence/th.

Fo rward  p r i ces  reg i s te red  a
bu l l i sh  t rend  and  c l osed  a t
39.85 pence/th for  the Q 4-2007-
ICE  con t rac t  and  47 .85  pence/ th
for the Q1-2008- ICE contract.

USA:
In July 2007,   natural  gas pr ices
in  the USA  dec l ined s ign i f i cant ly
to  set t le  be low $ 6/MMBtu at  the

clos ing. This decrease in pr ices is
due  to  a  weak  demand resu l t i ng
from a mild weather and   increasing
stocks levels.

Thus ,  s ta r t i ng  the  month  a round
$ 6.77/ MMBtu, F irst Month pr ices
(Augus t  2007  con t rac t )  showed
a  s ign i f i can t  dec l i ne  then  s tood
at  $  6 .19/  MMBtu  by  the  end  o f
the month.

On spot  markets,  gas pr ices have
also dropped as a result of a weak
demand.  Indeed ,  spo t  p r i ces  i n
the  Nor th  Eas t  reg ion  reg i s te red
an  average  o f  $  6 .73  /MMBtu
whereas  p r i ces  i n  the  Gu l f  o f
Mex i co  reg ion  (Henry  Hub)
se t t l ed  a t  an  average  o f  $  6 .18/
MMBtu.

Stock market:

C los ing  above  the  2 .00  l im i t
dur ing  the  p rev ious  month ,  GBP
cont inued  r i s i ng  aga ins t  the  $ .
Thus ,  the  £/$  par i t y  c l osed  a t
2.031 against 2.011 at the closing.

CO2 market:

Co2 quota  p r i ces  fo r  the  f i r s t
phase  (2007 cont rac t )  reg i s te red
the  same bear i sh  t rend  as  the
prev ious  month  to  se t t l e  be low
1 Euro  /EUA and  c l ose  a t  0 .12
euros/EUA aga inst  0 .13 Euro/EUA
a month earlier.
Quota prices for the second phase
(2008  and  2009  con t rac t s )  i n
average, s l ight ly decl ined to c lose
a t  20 .30  and  20 .68  euros /EUA,
respectively.
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 - Exportations                                           1 904,98

Exports for the first semester reached 67.86 million TOE, namely, down by 3 %
compared to the first half 2006 and a realization rate of 49 % of our budget.

Exports

(continued page 3)

he new LNG tanker delivered last
June to Sonatrach by the

Japanese shipyards Universal SC in
TSU, proceeded on 19 July 2007 to
the first loading of a 75 500 cm LNG
cargo at M2 mooring in the Skikda port.

Cheikh El Mokrani tanker left Skikda
port on 21st July 2007 at 10.30 am
heading to Bilbao (Spain).

It is worth noting that the Medmax
type Tanker (Mediterranean Maximum
Size) has been acquired under the
terms of a joint venture denominated
"Mediterranean LNG Transport Co"
(MLTC), between the Japanese
company Itochu with 25 % share,
Mitsui Osk Lines (25%) and the
Algerian party represented by the
Sonatrach group (25%) and its

affiliate "Hyproc Shipping Company"
(25%). The latter will be in charge of
managing all aspects, i.e, nautical,
technical and commercial of the tanker.
The inaugural loading ceremony of the
tanker has been marked by the visit
on board and a reception organized
at the premises of "GL1K" in Skikda.

Achievements for the first half 2007

Marketed volumes in 109 TOE                       85,36

- Exports                                                       67,86
- Domestic market                                     17,50

Overall turnover 109 DA                           1 980,38

 - Domestic market                                      75,40

Overall turnover 109  $                                    26,81
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Gas outlook
(continued from page 2)
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Oil Outlook

E v e n t

HIGHLIGHTS Brent prices in July
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Gas Outlook

Natura l  gas  p r i ces  i n  the  UK
reg i s te red  a  bu l l i sh  t rend
th roughout  Ju ly  2007  averag ing
29.90 pence/th.

Thus, opening the month at around
25 pence/th, Day Ahead NBP prices
progress ive ly  c l imbed to  c lose  at
nearly 30.

Th i s  i nc rease  i s  ma in ly  due  to
decreasing flows from the North Sea
fo l l ow ing  the  acc iden t  on  CATS
pipe l ine.

In average, daily demand increased
by nearly 2 Mm3 in July to stand at
202 Mm3/d against 200 Mm3 during
the previous month. In addition, the
level of the average demand in July
2007 compared to the level of the

North Europe :

- Increase of production capacity of US
refineries
- Expiry of WTI contract ( August) on the
Nymex
- OPEC readiness to increase its output in
case of tight offer on the market

- Intensified maintenance  operations in the North Sea
- Declining oil stocks in Europe
- Sustained increase of gasoline demand in the USA
- Political tensions in Nigeria
- Significant increase of investments flows by non
commercials
- IEA forecasting an increase of nearly 2.2 MB/D of
world oil demand in 2008
- Sturdy growth in China in the second quarter 2007

By Othmane Irain

UK and US price evolution
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NBP (first month)

Nymex (first month)

NBP (Day Ahead)
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t  s h o u l d  b e  n o t e d  t h a t  o i l
p r oduc t s  impo r t s  i n  t he  f i r s t

ha l f  2007  r eached  490 .3  m i l l i on
MT for  an  amount  o f  US $  177.8
m i l l i o n ,  n a m e l y  ( H S F O :  1 6 5 . 5
m i l l i o n  M T,  B u n k e r  C :  1 0 0
m i l l i o n  M T,  B i t u m e n :  1 3 8 . 5

m i l l i o n  M T  a n d  g a s o i l :  8 6 . 1
m i l l i o n  MT ) .
E x p e c t  B i t u m e n ,  w h i c h  e x p o r t s
r eg i s t e r ed  an  i n c r e a se  o f  86  % ,
H S F O  a n d  B u n k e r  C  s h o w e d  a
d e c r e a s e  o f  1 0 . 5  a n d  1 7  % ,
r e s p e c t i v e l y.

n spi te of  an upward review (+
79  000  B/D)  o f  the  2006

ba lance  shee t ,  t o  863  000  B/D,
the Agency  es t imates  tha t
p ressure  on  p r i ces  f o r  commo-
d i t i es  supp l i es  (ma ize ,  sugar,  co rn
and  pa lm o i l )  accen tua tes  f ea r s
over  economic  f eas ib i l i t y
o f b i o fue l s  due  to  compet i t i on
be tween  f i r s t  genera t i on
der i va t i ves  and  food  cha in .
Compet i t i on  shou ld  be
accen tua ted  w i th  the  adven t
o f  second  genera t i on  b io fue l s
der ived f rom non- food c rops .
W i th  th i s  i n  v i ew,  po ten t i a l
capac i t i e s  o f  b i o fue l  p roduc t i on
shou ld  s tand  a t  nea r l y  2 .9  MB/d
by 2012. Present ly,  i t  is  d i f f icult  to
assess  the  impac t  o f  i n cen t i ve
po l i c i e s  i n i t i a ted  by  governments
on  b io fue l  p roduc t i on .  However,
B io fue l  sha re  i n  the  g loba l  o i l
mix should not  go beyond 2 %.

USA
Merger  o f  Transocean  and
GlobalSantaFe.
The  US  g roup  Transocean  wor ld
l eader  i n  o f f sho re  d r i l l i ng ,
announces  merger  w i th
G loba lSan taFe ,  a l so  one  o f  the
top  l eaders  i n  the  sec to r  w i th  a
share  cap i ta l  marke t  va lue  o f
$ 17 bi l l ion.
The combined ent i ty  -  to be known
as  Transocean ,  i s  based  i n
Hous ton  and  has  a  co rpo ra te
cap i ta l  o f  $  53  b i l l i on .   I t  w i l l
i n c lude  near l y  20  000  emp loyees
and  o f f e r  cus tomers  se rv i ces  o f
$  33  b i l l i on .  W i th  a  f l ee t  o f  146
r igs ,  Transocean w i l l  be  pos i t ioned

to  o f f e r  a  fu l l  s cope  o f  o f f sho re
dr i l l i ng  se rv i ces  i n  the  key
geograph i ca l  a reas .  Moreover,  i t
p ro jec t s  cos t  reduc t i on
oppor tun i t i e s  to ta l l i ng  $  100
mi l l i on-  to  $  150  mi l l i on  by  2010.
The  merger  i s  t o  be  approved  by
the  share -ho lde rs  and  the  boards
o f  d i r ec to r s ,  and  shou ld  be
f ina l ised by the end of  the year.

Marathon  acqu i res  Western  O i l
Sands.
Mara thon  O i l  has  announced  tha t
i t  i s  acqu i r i ng  the  Canad ian  o i l
p roduce r,  Wes te rn  O i l  Sands  fo r
abou t  $  6 .5  b i l l i on  (4 .5  b i l l i on
Euros ) .  Under  the  te rms  o f  the
agreement ,  the  US  company  w i l l
o f f e r  Wes te rn  shareho lde rs  3 .8
b i l l i on  Canad ian  $  i n  cash  and
34 .4  m i l l i on  o f  Mara thon  sha res .
I t  w i l l  a l so  assume abou t
$  700  m i l l i on  o f  Wes te rn  deb t .
The  acqu i s i t i on  sub jec ted  to  the
requ i red  approva l s  shou ld  be
f i na l i sed    du r ing  the  f ou r th
quar te r.  Th rough  the  acqu i s i t i on ,

demand for the same period in 2006
shows a s l ight increase est imated
at nearly 15 Mm3/d. However, Day
Ahead prices are in average lower
by nearly 10 pence/th in comparison

to those registered last year during
the same period.
On Zeebrugge market,  Day Ahead
prices experienced the same trend
as NBP prices.
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 r.  Abde l h a f i d  Feghou l i ,  V i c e
P r e s i d en t  o f  Sona t r a ch

Downs t r e am  Ac t i v i t y,  a nd  M r
J ohn  Ro se ,  KBR  V i c e  P r e s i d en t
s i gned  t he  ag r eemen t  i n
t he  p r e s en ce  o f  HE ,  M r.
Chak i b  Khe l i l ,  M i n i s t e r  o f
Energy and Mines.

The  new  t r a i n  wh i c h  w i l l  b e
supp l i e d  f r om  Has s i  R 'Me l
natura l  gas f ie ld ,  i s  due to  come
on  s t r e am i n  Novembe r  2011
and  i s  e xpe c t ed  t o  p r oduce  4 . 5
m i l l i o n  t on s  o f  LNG  pe r  yea r,
164 . 700  t on s  o f  e t hane ,
207 .600  t on s  o f  p r opane ,
171 .400  t on s  o f  bu t ane ,
108 . 700  t on s  o f  g a so l i n e  and
163 . 1  m i l l i o n  cm  o f  h e l i um
enr iched gas .

The project  wi l l  enable Sonatrach
to re inforce i ts  pos i t ion as major
p l a ye r  i n  t h e  LNG  i ndu s t r y  and
s t r eng then  i t s  r o l e  a s  ene rgy
supp l i e r  o f  Eu rope ,  Amer i ca  and
also As ia.

Sonatrach/ KBR

Sonatrach and Kellogg Brown

& Root sign EPC contract for

new LNG liquefaction train in

Skikda

Sonatrach and Kellogg Brown &
Root signed on 7 July 2007, an
agreement on a   $ 2.88 billion
engineer ing ,  procurement  and
construction contract relating to
the building of a new liquefaction
train in Skikda.

Sale of a second LNG cargo to

China

o n a t r a c h  p r o c e e d e d  o n  l a s t
20th Ju ly  to  the load ing o f  a

s e c o n d  L N G  c a r g o  t o  t h e
G u a n g d o n g  D a p e n g  t e r m i n a l  i n
C h i n a  u n d e r  t h e  t e r m s  o f  t h e
spo t  s a l e / pu r cha se  dea l .

A f i rst  cargo was shipped in June
2007.  As  a  reminder,  Guangdong
Dapeng te rmina l  i s  the  f i r s t  LNG
impor t  t e rm ina l  i n  Ch ina .

Hav ing an annual  capac i ty  o f  3 .7
m i l l i o n  t o n s ,  t h e  t e r m i n a l  w a s
i n a u g u r a t e d  i n  2 0 0 6  a n d  i s
owned by :

- CNOOC (33%),
- BP  (30%),
- Shenzhen Inv., (14%),
- Guangdong  E lec .Power  (6%),
- Guangzhou  Gas  Co  (6%) ,
- Foshan  Gas  (2 .5%) ,
- HK E lec/HK & China Gas (5%).

ndeed, since 1996, with the coming on stream of the Maghreb-Europe
gas pipeline linking Algeria and the Iberian Peninsula, natural gas

consumption in Spain shifted from 9.3 bcm /year to 34.2 bcm / year in
2006, namely, an average growth rate of 156 %per year, the highest in
Europe over the period.
In 1998, a Royal order set to 60 % the limit of gas supplied from one
source and opened up the route for diversification of supplies.  At that
date, Algeria and Norway accounted for 82 % of the global Spanish imports.
However, although Algerian gas share has declined, the volumes exported
toward Spain have been expanded thanks to the conclusion of new sale/
purchase LNG and piped gas agreements.

The sector of power generation is the main driver of natural gas demand
growth. Thus, the new combined cycle gas turbines represented 34 % of
consumption in 2006, against 51 % for the industrial sector and 15 % for
the residential sector.

Faced with a sustained growth of gas needs in Spain, the technical
management responsible for the Spanish gas network, Enagas, has
allocated huge investments for the development of the gas infrastructure.

Spanish gas market

Asian market

The Spanish gas market has been the fastest growing market in Europe over
the last decade.
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Marathon  w i l l  a cqu i re  a  20  %
stake  i n  the  A thabasca  O i l
Sands Pro ject .

Angola

Greater  P luton io  (BP)  due  on
stream next September.
The  Br i t i sh  g roup  BP  p ro jec t s  the
coming  on  s t ream o f  Grea te r
P lu ton io  f i e l d  i n  b l ock  18  o f fho re
Ango la ,  some 160  km o f f  i n  the
West ,  ea r l y  Sep tember.
The  FPSO wh i ch  w i l l  be  used  fo r
the  deve lopment  o f  the  f i e l d
w i l l  have  a  s to rage  capac i t y  o f
2  MB and  a  p roduc t i on  capac i t y
o f  240  000  B/D .  BP  Ango la
has  i n te res t s  i n  f ou r  b l ocks
o f f  Ango la ,  name ly,  b l ocks :
15 ,  17 ,  18  and  31 .  Grea te r
P lu ton io  i s  the  f i r s t  p ro jec t  BP
has operated with 50% part ic ipation
w i th  She l l .  Ango la ,  w i th  a  cu r ren t
p roduc t i on  es t imated  a t  1 .4  MB/D
and  p ro jec ted  to  reach  2  MB/D in
2008 ,    j o i ned  the  OPEC  on  1s t
January  2007.

Exports
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( to be continued in next edition)

(continued page 4)

       Exports - Volume



7 ,4 8 ,2 8 ,5 7 ,7 8 ,6 8 ,7 9 ,9 1 1 ,6 1 1 ,4
2 ,4 3 ,2 4 ,6 5 ,6 6 ,4 7 ,6

1 1 ,1
1 6 ,8

3 ,5
3 ,9

4 ,2 4 ,4
5 ,9

7 ,5
6 ,5

5 ,2
3 ,3

2 0 ,0

0

5

1 0

1 5

2 0

2 5

3 0

3 5

1 9 9 8 1 9 9 9 2 0 0 0 2 0 0 1 2 0 0 2 2 0 0 3 2 0 0 4 2 0 0 5 2 0 0 6 ( * )

G m 3
G N G N L G N L  A lg é r ie

Market  News Marketing Activity NewsletterMarket  News Marketing Activity Newsletter

Oil Outlook
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HIGHLIGHTS Brent prices in July
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Gas Outlook

Natura l  gas  p r i ces  i n  the  UK
reg i s te red  a  bu l l i sh  t rend
th roughout  Ju ly  2007  averag ing
29.90 pence/th.

Thus, opening the month at around
25 pence/th, Day Ahead NBP prices
progress ive ly  c l imbed to  c lose  at
nearly 30.

Th i s  i nc rease  i s  ma in ly  due  to
decreasing flows from the North Sea
fo l l ow ing  the  acc iden t  on  CATS
pipe l ine.

In average, daily demand increased
by nearly 2 Mm3 in July to stand at
202 Mm3/d against 200 Mm3 during
the previous month. In addition, the
level of the average demand in July
2007 compared to the level of the

North Europe :

- Increase of production capacity of US
refineries
- Expiry of WTI contract ( August) on the
Nymex
- OPEC readiness to increase its output in
case of tight offer on the market

- Intensified maintenance  operations in the North Sea
- Declining oil stocks in Europe
- Sustained increase of gasoline demand in the USA
- Political tensions in Nigeria
- Significant increase of investments flows by non
commercials
- IEA forecasting an increase of nearly 2.2 MB/D of
world oil demand in 2008
- Sturdy growth in China in the second quarter 2007

By Othmane Irain

UK and US price evolution
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(Continued from page 1)

NBP (first month)

Nymex (first month)

NBP (Day Ahead)

I I

(Continued from page 1)

t  s h o u l d  b e  n o t e d  t h a t  o i l
p r oduc t s  impo r t s  i n  t he  f i r s t

ha l f  2007  r eached  490 .3  m i l l i on
MT for  an  amount  o f  US $  177.8
m i l l i o n ,  n a m e l y  ( H S F O :  1 6 5 . 5
m i l l i o n  M T,  B u n k e r  C :  1 0 0
m i l l i o n  M T,  B i t u m e n :  1 3 8 . 5

m i l l i o n  M T  a n d  g a s o i l :  8 6 . 1
m i l l i o n  MT ) .
E x p e c t  B i t u m e n ,  w h i c h  e x p o r t s
r eg i s t e r ed  an  i n c r e a se  o f  86  % ,
H S F O  a n d  B u n k e r  C  s h o w e d  a
d e c r e a s e  o f  1 0 . 5  a n d  1 7  % ,
r e s p e c t i v e l y.

n spi te of  an upward review (+
79  000  B/D)  o f  the  2006

ba lance  shee t ,  t o  863  000  B/D,
the Agency  es t imates  tha t
p ressure  on  p r i ces  f o r  commo-
d i t i es  supp l i es  (ma ize ,  sugar,  co rn
and  pa lm o i l )  accen tua tes  f ea r s
over  economic  f eas ib i l i t y
o f b i o fue l s  due  to  compet i t i on
be tween  f i r s t  genera t i on
der i va t i ves  and  food  cha in .
Compet i t i on  shou ld  be
accen tua ted  w i th  the  adven t
o f  second  genera t i on  b io fue l s
der ived f rom non- food c rops .
W i th  th i s  i n  v i ew,  po ten t i a l
capac i t i e s  o f  b i o fue l  p roduc t i on
shou ld  s tand  a t  nea r l y  2 .9  MB/d
by 2012. Present ly,  i t  is  d i f f icult  to
assess  the  impac t  o f  i n cen t i ve
po l i c i e s  i n i t i a ted  by  governments
on  b io fue l  p roduc t i on .  However,
B io fue l  sha re  i n  the  g loba l  o i l
mix should not  go beyond 2 %.

USA
Merger  o f  Transocean  and
GlobalSantaFe.
The  US  g roup  Transocean  wor ld
l eader  i n  o f f sho re  d r i l l i ng ,
announces  merger  w i th
G loba lSan taFe ,  a l so  one  o f  the
top  l eaders  i n  the  sec to r  w i th  a
share  cap i ta l  marke t  va lue  o f
$ 17 bi l l ion.
The combined ent i ty  -  to be known
as  Transocean ,  i s  based  i n
Hous ton  and  has  a  co rpo ra te
cap i ta l  o f  $  53  b i l l i on .   I t  w i l l
i n c lude  near l y  20  000  emp loyees
and  o f f e r  cus tomers  se rv i ces  o f
$  33  b i l l i on .  W i th  a  f l ee t  o f  146
r igs ,  Transocean w i l l  be  pos i t ioned

to  o f f e r  a  fu l l  s cope  o f  o f f sho re
dr i l l i ng  se rv i ces  i n  the  key
geograph i ca l  a reas .  Moreover,  i t
p ro jec t s  cos t  reduc t i on
oppor tun i t i e s  to ta l l i ng  $  100
mi l l i on-  to  $  150  mi l l i on  by  2010.
The  merger  i s  t o  be  approved  by
the  share -ho lde rs  and  the  boards
o f  d i r ec to r s ,  and  shou ld  be
f ina l ised by the end of  the year.

Marathon  acqu i res  Western  O i l
Sands.
Mara thon  O i l  has  announced  tha t
i t  i s  acqu i r i ng  the  Canad ian  o i l
p roduce r,  Wes te rn  O i l  Sands  fo r
abou t  $  6 .5  b i l l i on  (4 .5  b i l l i on
Euros ) .  Under  the  te rms  o f  the
agreement ,  the  US  company  w i l l
o f f e r  Wes te rn  shareho lde rs  3 .8
b i l l i on  Canad ian  $  i n  cash  and
34 .4  m i l l i on  o f  Mara thon  sha res .
I t  w i l l  a l so  assume abou t
$  700  m i l l i on  o f  Wes te rn  deb t .
The  acqu i s i t i on  sub jec ted  to  the
requ i red  approva l s  shou ld  be
f i na l i sed    du r ing  the  f ou r th
quar te r.  Th rough  the  acqu i s i t i on ,

demand for the same period in 2006
shows a s l ight increase est imated
at nearly 15 Mm3/d. However, Day
Ahead prices are in average lower
by nearly 10 pence/th in comparison

to those registered last year during
the same period.
On Zeebrugge market,  Day Ahead
prices experienced the same trend
as NBP prices.
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 r.  Abde l h a f i d  Feghou l i ,  V i c e
P r e s i d en t  o f  Sona t r a ch

Downs t r e am  Ac t i v i t y,  a nd  M r
J ohn  Ro se ,  KBR  V i c e  P r e s i d en t
s i gned  t he  ag r eemen t  i n
t he  p r e s en ce  o f  HE ,  M r.
Chak i b  Khe l i l ,  M i n i s t e r  o f
Energy and Mines.

The  new  t r a i n  wh i c h  w i l l  b e
supp l i e d  f r om  Has s i  R 'Me l
natura l  gas f ie ld ,  i s  due to  come
on  s t r e am i n  Novembe r  2011
and  i s  e xpe c t ed  t o  p r oduce  4 . 5
m i l l i o n  t on s  o f  LNG  pe r  yea r,
164 . 700  t on s  o f  e t hane ,
207 .600  t on s  o f  p r opane ,
171 .400  t on s  o f  bu t ane ,
108 . 700  t on s  o f  g a so l i n e  and
163 . 1  m i l l i o n  cm  o f  h e l i um
enr iched gas .

The project  wi l l  enable Sonatrach
to re inforce i ts  pos i t ion as major
p l a ye r  i n  t h e  LNG  i ndu s t r y  and
s t r eng then  i t s  r o l e  a s  ene rgy
supp l i e r  o f  Eu rope ,  Amer i ca  and
also As ia.

Sonatrach/ KBR

Sonatrach and Kellogg Brown

& Root sign EPC contract for

new LNG liquefaction train in

Skikda

Sonatrach and Kellogg Brown &
Root signed on 7 July 2007, an
agreement on a   $ 2.88 billion
engineer ing ,  procurement  and
construction contract relating to
the building of a new liquefaction
train in Skikda.

Sale of a second LNG cargo to

China

o n a t r a c h  p r o c e e d e d  o n  l a s t
20th Ju ly  to  the load ing o f  a

s e c o n d  L N G  c a r g o  t o  t h e
G u a n g d o n g  D a p e n g  t e r m i n a l  i n
C h i n a  u n d e r  t h e  t e r m s  o f  t h e
spo t  s a l e / pu r cha se  dea l .

A f i rst  cargo was shipped in June
2007.  As  a  reminder,  Guangdong
Dapeng te rmina l  i s  the  f i r s t  LNG
impor t  t e rm ina l  i n  Ch ina .

Hav ing an annual  capac i ty  o f  3 .7
m i l l i o n  t o n s ,  t h e  t e r m i n a l  w a s
i n a u g u r a t e d  i n  2 0 0 6  a n d  i s
owned by :

- CNOOC (33%),
- BP  (30%),
- Shenzhen Inv., (14%),
- Guangdong  E lec .Power  (6%),
- Guangzhou  Gas  Co  (6%) ,
- Foshan  Gas  (2 .5%) ,
- HK E lec/HK & China Gas (5%).

ndeed, since 1996, with the coming on stream of the Maghreb-Europe
gas pipeline linking Algeria and the Iberian Peninsula, natural gas

consumption in Spain shifted from 9.3 bcm /year to 34.2 bcm / year in
2006, namely, an average growth rate of 156 %per year, the highest in
Europe over the period.
In 1998, a Royal order set to 60 % the limit of gas supplied from one
source and opened up the route for diversification of supplies.  At that
date, Algeria and Norway accounted for 82 % of the global Spanish imports.
However, although Algerian gas share has declined, the volumes exported
toward Spain have been expanded thanks to the conclusion of new sale/
purchase LNG and piped gas agreements.

The sector of power generation is the main driver of natural gas demand
growth. Thus, the new combined cycle gas turbines represented 34 % of
consumption in 2006, against 51 % for the industrial sector and 15 % for
the residential sector.

Faced with a sustained growth of gas needs in Spain, the technical
management responsible for the Spanish gas network, Enagas, has
allocated huge investments for the development of the gas infrastructure.

Spanish gas market

Asian market

The Spanish gas market has been the fastest growing market in Europe over
the last decade.
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Marathon  w i l l  a cqu i re  a  20  %
stake  i n  the  A thabasca  O i l
Sands Pro ject .

Angola

Greater  P luton io  (BP)  due  on
stream next September.
The  Br i t i sh  g roup  BP  p ro jec t s  the
coming  on  s t ream o f  Grea te r
P lu ton io  f i e l d  i n  b l ock  18  o f fho re
Ango la ,  some 160  km o f f  i n  the
West ,  ea r l y  Sep tember.
The  FPSO wh i ch  w i l l  be  used  fo r
the  deve lopment  o f  the  f i e l d
w i l l  have  a  s to rage  capac i t y  o f
2  MB and  a  p roduc t i on  capac i t y
o f  240  000  B/D .  BP  Ango la
has  i n te res t s  i n  f ou r  b l ocks
o f f  Ango la ,  name ly,  b l ocks :
15 ,  17 ,  18  and  31 .  Grea te r
P lu ton io  i s  the  f i r s t  p ro jec t  BP
has operated with 50% part ic ipation
w i th  She l l .  Ango la ,  w i th  a  cu r ren t
p roduc t i on  es t imated  a t  1 .4  MB/D
and  p ro jec ted  to  reach  2  MB/D in
2008 ,    j o i ned  the  OPEC  on  1s t
January  2007.

Exports

TRENDS

( to be continued in next edition)
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By Imen-Nidhal Boudinar

In brief

D uring  the  f i r s t  th ree  weeks  o f
Ju l y,  soa r ing  c rude  o i l  p r i ces

h i t  the $ 80/Bbl  l imi t ,  spurred by a
f i rm wor ld  o i l  demand  and  t i gh t
offer,  due to Niger ian cr is is.

Other  fac tors  have  a l so  cont r ibuted
to push pr ices up,  namely:

 Low gasoline inventories in the USA
due to  mul t ip le  prob lems in  severa l
re f i ne r i es ,  whereas  fue l  demand
increased by 1.2 % compared to last
y e a r.

 Launching of maintenance on North
Sea oi l  p lat forms further stress ing a
decreasing wor ld of fer.

 Decl ining oi l  stocks in Europe

 IEA forecasting an increase of nearly
2 .2  MB/D o f  g l oba l  o i l  demand  in
2008  spur red  by  a  v igorous  g rowth
of  emerg ing  count r ies .

 A significant increase of investments
f l ows  by  non  - commerc ia l s ,
re inforc ing long pos i t ions on futures
markets to historic  records in July

 Acc identa l  damage on natura l  gas
l ine on the central  system (CATS) in
the North Sea ampl i fy ing fears  over
suspension of gas and oi l  product ion
in the reg ion.

 Total declaring force majeure on its
expor t s  f rom Da l i a  f i e l d  i n  Ango la ,
cu t t i ng  ou tpu t  by  ha l f  t o  110  000
B /D .

 S tu rdy  Ch inese  economic  g rowth
with nearly 11 % increase of GDP in
the  second  quar te r  and  a  20  %
increase of crude oi l  imports in June
compared to last  year .

End  o f  Ju l y  has  been  marked  by
dec l i n ing  c rude  o i l  p r i ces  due  to  a
mass ive  booksquar ing  o f  l ong
pos i t i ons  by  the  end  o f  the  exp i ry
o f  Augus t  con t rac t .  An t i c i pa ted
negat ive  impac ts  o f  dec l i n ing  s tock
exchange  marke ts  have  a l so
con t r i bu ted  to  the  downward  t rend
in pr ices dur ing the per iod.

HIGHLIGHTS

Prospects of Global Biofuels market
evolution

Accord ing  to  the  semes te r  repor t
(Med ium Term O i l  Marke t  Repor t )
pub l i shed  by  the  In te rna t i ona l
Energy  Agency  ,  b i o fue l  wor ld
p roduc t i on  shou ld  reach  1 .75  MB/D
by 2012, namely, more than twice its
2006 leve l .

Shipping

First cargo for Cheikh El Mokrani

Evolution of natural gas flow

on the Interconnector

GWh

Indonesia

New crude oil price formula

I ndone s i a  ha s  announced
app ly ing  a  new o f f i c i a l  c rude  o i l
fo rmula w i th  backdated  e f fec t  as
o f  1 s t  J u l y  2007 .  The  new  ICP
formula  ( Indones ian Crude Pr i ce)
w i l l  be  based  on  P l a t t s  and  R IM
In t e l l i g en ce  e va l u a t i o n s  w i t h
50 % each.  I t  w i l l  no longer  use
t he  APP I  A s i an  i n dex  (A s i an
Pe t r o l eumP r i c e  I ndex )  and
shou ld  induce  h igher  ICP  va lues ,
whe r ea s ,  t h e  LNG  p r i c e
c a l c u l a t i o n  f o rmu l a  w i l l  r ema i n
unchanged .

Iran

Iran urges Japanese refiners to
pay in Yens

As  o f  10  J u l y,  a l l  t ra n sa c t i o n s
be tween  I r an  and  J apanese
refiners will be dealt in Yen and no
longer in dollars. Iran has decided
to implement drastic cuts of its US
do l l a r  r e s e r ve s  s o  a s  t o  a vo i d
potent ia l  sanct ions.

Poland/UAE

Signing of oil supply agreement
with major refiner

PKN  O r l en ,  Po l i s h  r e f i n e r,  h a s
concluded a three year agreement
w i t h  P e t r o t r ade  (UAE )  f o r  t h e
supply of a volume of 2.4 MT/year
o f  c r ude  v i a  t h e  D ru zhba  o i l
p i p e l i n e  f o r  a  t o t a l  amoun t  o f
$  3 . 9  B i l l i o n .  The  ag r eemen t
w i l l  c o ve r  t h e  pe r i o d  f r om  1 s t
Ju ly  2007 through 30 June 2010.
The  vo l ume  supp l i e d  pe r  y ea r
r ep r e sen t s  20  %  o f  PKN  annua l
c r ude  o i l  d emand .  The  Po l i s h
company  a ims  a t  r e du c i ng  i t s
r e l i a n c e  on  Ru s s i an  c r ude  o i l
supp l i es .

ConocoPhillips

ConocoPhillips projects to adapt
three refineries  in the US region
o f  Mex i c an  Gu l f  t o  p r o c e s s
Canad i an  heavy  c r ude  and
develop i ts oi l  p ipel ines network.
The  US  g r oup  and  i t s  Canad i an
pa r tne r  EnCana  have  p l anned  to
p r oduce  f r om  two  o i l  s and s
projects, 400 000 b/d on the long
te rm.  Fo r  t h i s  pu rpose ,  t he  two
companies aim at securing volumes
f o r  p i p e l i n e  t r an spo r t  i n  No r t h
Amer ica .

(continued page 3)

O

n terms of value, the exports
turnover reached US $ 26.81
billion, i.e., slightly decreasing

by 1% compared to the f i rst  hal f
2006.

The turnover of associates'  share
reached  US $ 1.99 bi l l ion,
namely, a reducion of  33 % compared
to the same period a year earl ier
mainly due to the volumes paid
off  for the windfal l  prof i ts  tax
deducted in 2007. In addition, the
semester c losed with a weighted
average price for Sahara Blend, i.e,
$ 66.07 /bbl against 66.44 for the
same period in 2006.

Domestic market:
A turnover of DA 75.4 billion has been
registered for the first half 2007 for

I

Hydrocarbon marketing activity - 2007

a global  volume ( inc luding al l
products) of DA 17.5 million.

Crude oi l  suppl ies in the domestic
market reached DA 55.35 billion for a
volume of 4.4 mill ion TOE, namely,
slightly dropping by 2 % compared to
the f i rst  semester 2006 and a
realization rate of 47 % of our initial
budget.

LPG sales (including ethane) reached
729 million TOE, i.e, 48 % of our initial
budget.

The turnover for natural gas supplied
to the domestic market reached DA
14.3 billion corresponding to 12.8 bcm
(of which 9.1 bcm suppl ied to
Sonelgaz) against 12.8 bcm for the
first half in 2006.

pen ing  the  month  a t  a round
25  pence/ th ,  Day  Ahead

Zeebrugge  p r i ces  c l osed  a round
30 .7  pence/ th  w i th  a  pos i t i ve
d i f f e ren t i a l  es t imated  a t  near l y
0 .27  pence/ th  compared  to  NBP
prices.

Indeed, the Interconnector in July
2007  opera ted  on ly  i n  fo rward
d i rec t i on .  Th i s  i s  due  to  amp le
gas  vo lumes  be ing  ava i l ab le  on
the  UK marke t  and  a t t rac t i ve
pr i ces  on  Zeebrugge  marke t .  In
add i t i on ,  the  ne t  average  f l ow
registered in  Ju ly  was 262 Gwh/d
against 76 GWh/d a month earl ier,
namely, up by 245 %.

F i r s t  Month  NBP  p r i ces  (Augus t
2007  con t rac t )  were  up  in
comparison to the previous month
by  an  average  es t imated  a t
near l y  10  pence/ th .  Open ing
the month around 23.5  pence/ th ,
F i r s t  Month  p r i ces  have  then
s ign i f i can t l y  c l imbed to  c l ose  a t
30.10 pence/th.

S im i l a r l y,  F i r s t  Month  p r i ces  on
Zeebrugge  showed  in  average  a
leve l  o f  29  pence/ th  aga ins t
near l y  19  pence/ th  dur ing
the  p rev ious  month ,  i . e  up  by
nearly 10 pence/th.

Fo rward  p r i ces  reg i s te red  a
bu l l i sh  t rend  and  c l osed  a t
39.85 pence/th for  the Q 4-2007-
ICE  con t rac t  and  47 .85  pence/ th
for the Q1-2008- ICE contract.

USA:
In July 2007,   natural  gas pr ices
in  the USA  dec l ined s ign i f i cant ly
to  set t le  be low $ 6/MMBtu at  the

clos ing. This decrease in pr ices is
due  to  a  weak  demand resu l t i ng
from a mild weather and   increasing
stocks levels.

Thus ,  s ta r t i ng  the  month  a round
$ 6.77/ MMBtu, F irst Month pr ices
(Augus t  2007  con t rac t )  showed
a  s ign i f i can t  dec l i ne  then  s tood
at  $  6 .19/  MMBtu  by  the  end  o f
the month.

On spot  markets,  gas pr ices have
also dropped as a result of a weak
demand.  Indeed ,  spo t  p r i ces  i n
the  Nor th  Eas t  reg ion  reg i s te red
an  average  o f  $  6 .73  /MMBtu
whereas  p r i ces  i n  the  Gu l f  o f
Mex i co  reg ion  (Henry  Hub)
se t t l ed  a t  an  average  o f  $  6 .18/
MMBtu.

Stock market:

C los ing  above  the  2 .00  l im i t
dur ing  the  p rev ious  month ,  GBP
cont inued  r i s i ng  aga ins t  the  $ .
Thus ,  the  £/$  par i t y  c l osed  a t
2.031 against 2.011 at the closing.

CO2 market:

Co2 quota  p r i ces  fo r  the  f i r s t
phase  (2007 cont rac t )  reg i s te red
the  same bear i sh  t rend  as  the
prev ious  month  to  se t t l e  be low
1 Euro  /EUA and  c l ose  a t  0 .12
euros/EUA aga inst  0 .13 Euro/EUA
a month earlier.
Quota prices for the second phase
(2008  and  2009  con t rac t s )  i n
average, s l ight ly decl ined to c lose
a t  20 .30  and  20 .68  euros /EUA,
respectively.
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 - Exportations                                           1 904,98

Exports for the first semester reached 67.86 million TOE, namely, down by 3 %
compared to the first half 2006 and a realization rate of 49 % of our budget.

Exports

(continued page 3)

he new LNG tanker delivered last
June to Sonatrach by the

Japanese shipyards Universal SC in
TSU, proceeded on 19 July 2007 to
the first loading of a 75 500 cm LNG
cargo at M2 mooring in the Skikda port.

Cheikh El Mokrani tanker left Skikda
port on 21st July 2007 at 10.30 am
heading to Bilbao (Spain).

It is worth noting that the Medmax
type Tanker (Mediterranean Maximum
Size) has been acquired under the
terms of a joint venture denominated
"Mediterranean LNG Transport Co"
(MLTC), between the Japanese
company Itochu with 25 % share,
Mitsui Osk Lines (25%) and the
Algerian party represented by the
Sonatrach group (25%) and its

affiliate "Hyproc Shipping Company"
(25%). The latter will be in charge of
managing all aspects, i.e, nautical,
technical and commercial of the tanker.
The inaugural loading ceremony of the
tanker has been marked by the visit
on board and a reception organized
at the premises of "GL1K" in Skikda.

Achievements for the first half 2007

Marketed volumes in 109 TOE                       85,36

- Exports                                                       67,86
- Domestic market                                     17,50

Overall turnover 109 DA                           1 980,38

 - Domestic market                                      75,40

Overall turnover 109  $                                    26,81
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(continued from page 2)




