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Source: cmegroup.com and CIMA Daily Weather and Market Report, August 26, 2022

Comparative Forward Strips as of August 26, 2022

NYMEX Henry Hub $  7.725

LNG Delivered Price to Europe $97.993

One-Year Forward Strip
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Source: cmegroup.com and CIMA Daily Weather and Market Report, November 1, 2022

Comparative Forward Strips as of October 31, 2022

NYMEX Henry Hub $  5.343

LNG Delivered Price to Asia $31.903

LNG Delivered Price to Europe $37.956

* Settled price as of October 31, 2022

NYMEX Henry Hub $  4.838

LNG Delivered Price to Asia $27.501

LNG Delivered Price to Europe $30.834

One-Year Forward Strip

Three-Year Forward Strip
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Source: NS Energy, Baltic Pipe Project, GAZ-System

Baltic Natural Gas Pipeline Map



6Source: euractiv.com, Nikolaus J. Kurmayer, September 1, 2022, Photo credit: Offshore-mag.com, 

German government announces fifth floating LNG terminal
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Source: Journal of Petroleum Technology, Blake Wright, September 19, 2022, Gasunie

New Dutch LNG RegasTerminal Will Double Import Capacity
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Source: CNBC, Lori Ann LaRocco, October 24, 2022, MarineTraffic

Wave of LNG Tankers is Overwhelming Europe
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How did we get here?



ÅOver reliance on renewables

ÅRetired coal plants too early

ÅRetired nuclear plants too early

ÅUnder reliance on fossil fuels
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4 mistakes made by the European Union (& more specifically, Germany) 
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This is a trap laid by Vladimir 
Putin 20 years in the making.
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Source: NYMEX ςAverage last 3 days of close as reported in Platts Gas Daily Report, An S&P Global Platts publication

Historical NYMEX Henry Hub Index Prices (2012-October 2022)
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ÅtǳǘƛƴΩǎ ǘǊŀǇΣ ŜƴŀōƭŜŘ ōȅ ǘƘŜ ǇǊƻ-scarcity 
environmentalists

ÅGermany and EU take the bait

ÅU.S. LNG to the rescue

ÅThe 3-year impact on world LNG markets
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F|Jº .ŻӃӃ $­ÆX³ A­TJÉ
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September 2014

January 2015

October 2012

April 2014
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Angela Merkel, Chancellor of Germany from 2005 to 2021

5X³¦XӃŻ´ 5J¤­³ 5 ´ºJ¦XƉTrusting Putin
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Nord Stream Opening Ceremony ƉNovember 8, 2011

Francois Fillon, Angela Merkel, Mark Rutte, Dmitry Medvedev, Gunther Oettinger, Erwin Sellering

Source: Wikipedia
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Gerhard Schroeder, Chancellor of Germany from 1998 to 2005

A|X *­³ªX³ $|J«NXӃӃ­³ F|­ #XNJªX ;Äº «Ż´ 5J«  « +X³ªJ«É
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Gerhard Schröder Bio

Title Term Income

Chancellor of Germany 1998 ς2005
?

currently receives 
$9,000/month stipend

Nord Stream I 
Chairman/Shareholder

2005 ς2022 $270,000/year

Nord Stream II Board Member 2011 - ? ?

Rosneft Board President 2017 ςpresent $600,000/year

Gazprom Board Member 2022 - ? ?
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Source: ¢ƘŜ CƻǊƳŜǊ /ƘŀƴŎŜƭƭƻǊ ²Ƙƻ .ŜŎŀƳŜ tǳǘƛƴΩǎ aŀƴ ƛƴ DŜǊƳŀƴȅΣ YŀǘǊƛƴ Bennhold, The New York Times, April 23, 2022

άDŜǊƳŀƴȅΩǎ ǊŜƭƛŀƴŎŜ ƻƴ wǳǎǎƛŀƴ Ǝŀǎ ǎǳǊƎŜŘ ǘƻ рр 
ǇŜǊŎŜƴǘ ōŜŦƻǊŜ wǳǎǎƛŀΩǎ ŀǘǘŀŎƪ ƻƴ ¦ƪǊŀƛƴŜ ōŜƎŀƴ 
in February, from 39 percent in 2011, amounting 
to 200 million euros, or about $220 million, in 
ŜƴŜǊƎȅ ǇŀȅƳŜƴǘǎ ŜǾŜǊȅ Řŀȅ ǘƻ wǳǎǎƛŀΦέ

A|X *­³ªX³ $|J«NXӃӃ­³ F|­ #XNJªX ;Äº «Ż´ 5J«  « +X³ªJ«É
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Why trust Russia?  History should have been the lesson.
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άIŜ ǘƻƻƪ ŀŘǾŀƴǘŀƎŜ ƻŦ ǘƘŜ ǊŜǇǳǘŀǘƛƻƴ ŀƴŘ 
ƛƴŦƭǳŜƴŎŜ ƻŦ ǘƘŜ ŎƘŀƴŎŜƭƭƻǊΩǎ ƻŦŦƛŎŜ ŀƴŘ offered 
himself up as an agent for Russian interests to 
get richΣέ ǎŀƛŘ bƻǊōŜǊǘ Röttgen, a conservative 
lawmaker, former minister and longtime Russia 
hawk.

Source: ¢ƘŜ CƻǊƳŜǊ /ƘŀƴŎŜƭƭƻǊ ²Ƙƻ .ŜŎŀƳŜ tǳǘƛƴΩǎ aŀƴ ƛƴ DŜǊƳŀƴȅΣ YŀǘǊƛƴ Bennhold, The New York Times, April 23, 2022

Gerhard Schröder
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Source: Energy Policy Research Foundation

Europe ƉDaily Natural Gas Receipts During 2022
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Source: Energy Policy Research Foundation

Europe ƉDaily Natural Gas Receipts During 2022
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Source: ¦ƪǊŀƛƴŜΣ wǳǎǎƛŀ Dŀǎ /ƭŀǎƘ wŀƛǎŜǎ ¢ƘǊŜŀǘ ǘƻ 9ǳǊƻǇŜΩǎ {ǳǇǇƭȅΣ .ƭƻƻƳōŜǊƎΤ 9ƭŜƴŀ Mazneva, DarynaKrasnolutska, Anna Shiryaevskaya; May 10, 2022

Natural Gas Runs Through Ukraine
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Nord Stream I ƉFinanced by German Banks
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The Russia-Ukrainian Conflict Greatly Affecting the Global Natural Gas & Greater Energy Market

Source:  {ŜƳǇǊŀ LƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ά9ǾƻƭǾƛƴƎ ŜƴŜǊƎȅ ŦƻǊ ŀƴ ŜǾƻƭǾƛƴƎ ǿƻǊƭŘΣέ {ŜǇǘŜƳōŜǊ нтΣ нлннΣ WoodMac; Photo Credit: National Geographic
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Source: ²ƻƻŘ aŀŎƪŜƴȊƛŜΣ ά²ŜƭƭƘŜŀŘ ǘƻ [bDΥ tǊƻŘǳŎŜǊǎ ϧ 9ȄǇƻǊǘ 5ŜŀƭǎΣέ {ŜǇǘŜƳōŜǊ нлннΣ LƳŀƎŜΥ wŜǳǘŜǊǎ

European supply diversification away from Russia 
takes 17 bcfd out of 50 bcfd market

Diversity of Supply
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Nord Stream Pipeline Sabotage: Everything is Pointing to Russia

U.S., EU officials on edge over pipeline explosions

Source: politico.com, September 28, 2022
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Baltic Pipe Opens in Poland

September 27, 2022

Source: upstreamonline.com
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Nord Stream leaks will not delay Oct. 1 Baltic Pipe start -up

Source: Reuters, September 29, 2022
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The 10 largest gas companies
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Rosneft and Gazprom represent 
25%-пл҈ ƻŦ wǳǎǎƛŀΩǎ ōǳŘƎŜǘ

Show Me the Money
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Shale Revolution?
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Putin spends $95 million on fracking disinformation campaign

Former NATO Secretary General Anders Fogh Rasmussen backs up the Romanian claim.  He said 
in London recently, 

άwǳǎǎƛŀΣ ŀǎ ǇŀǊǘ ƻŦ ǘƘŜƛǊ ǎƻǇƘƛǎǘƛŎŀǘŜŘ ƛƴŦƻǊƳŀǘƛƻƴ ŀƴŘ 
disinformation operations, engaged actively with so-called 
nongovernmental organizations ςenvironmental organizations 
working against shale gas ςǘƻ Ƴŀƛƴǘŀƛƴ ώ9ǳǊƻǇŜΩǎϐ ŘŜǇŜƴŘŜƴŎŜ 
on imported Russian gasΦέ

- Former NATO Secretary General Anders Fogh Rasmussen
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EU Fracking Bans/Moratoriums Still in Place

1.France
2.Bulgaria
3.Netherlands
4.Germany
5.Ireland
6.United Kingdom
7.Spain

The total population of these countries exceeds 350 million
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Question posed in 2009
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Source: Russia sanctions: Can the world cope without its oil and gas?; Jake Horton, Daniele Palumbo and Tim Bowler; BBC Reality Check, May 31, 2022

>Ä´´ JŻ´ zJ´ XÈ°­³º´
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Russia and LNG ƉSakhalin I and II

ÅWhen the Sakhalin II project is fully on stream, it will 
ǎǳǇǇƭȅ ŀǊƻǳƴŘ р҈ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ [bD ŀƴŘ ƳŀƪŜ ŀ 
significant contribution to strengthening global energy 
securityΦέ όCŜōǊǳŀǊȅ муΣ нллфύ

ÅSakhalin, formerly owned by Shell Exploration, was 
άƴŀǘƛƻƴŀƭƛȊŜŘέ ōȅ DŀȊǇǊƻƳΦ  DŀȊǇǊƻƳ ŎǳǊǊŜƴǘƭȅ ƻǿƴǎ 
51% of the project.

April 4, 2009
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Kovykta Gas Field

ÅReserves amount to 2 trillion cubic meters of natural gas (70 
TCF)

ÅMore than 600 million barrels of gas condensate

Å3-4 BCF gas/day
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History of Kovykta

Å1987ςKovyktadiscovered

ÅLicense to develop held by Russia Petroleum (Majority of RP 
owned by TNK-BP)

ÅJune 2006 ςTop TNK-BP Engineer EnverZiganshinmurdered

ÅJune 2007 ςTNK-BP offered to sell stake for $700-$900 million to 
Gazprom, but deal never materialized

ÅJune 2010 ςRussia Petroleum filed for bankruptcy

ÅTNK-BP attempted to sell field to state owned Rosneft but failed

ÅMarch 2011 ςDŀȊǇǊƻƳ ōƻǳƎƘǘ wǳǎǎƛŀ tŜǘǊƻƭŜǳƳΩǎ ŀǎǎŜǘǎΣ 
including Kovykta, for $711 million
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Kovykta Today



42
Source: wikipedia

Power of Siberia Gas Pipeline Map
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European LNG infrastructure

Source: European Commission 2022, Clean Energy Wire
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Source: WGC2022 28th World Gas Conference, May 2022

Europe has authorized 21 new LNG projects



45Source:  {ŜƳǇǊŀ LƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ά9ǾƻƭǾƛƴƎ ŜƴŜǊƎȅ ŦƻǊ ŀƴ ŜǾƻƭǾƛƴƎ ǿƻǊƭŘΣέ {ŜǇǘŜƳōŜǊ нтΣ нлнн

The United States has been the key driver of global natural supply growth
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Source: EQT presentation CERA Week LNG, Unleashing U.S. LNG: The Largest Green Initiative on the Planet

U.S. LNG Export Capacity
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Source: Enkon9ƴŜǊƎȅ !ŘǾƛǎƻǊǎΣ ά!ǊŜ {ǘŀǊǎ !ƭƛƎƴƛƴƎ ŦƻǊ ¦Φ{Φ bŀǘǳǊŀƭ Dŀǎ {ǘƻǊŀƎŜ !ǎǎŜǘǎΚέ {ŜǇǘŜƳōŜǊ нтΣ нлннΣ EnkonResearch and Analysis, Investor presentations, FERC, EIA, Informational Postings
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Ukraine Invasion ƉPutin Miscalculated
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U.S. LNG Responded
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A|X C« ºXT ?ºJºX´ MXNJªX º|X Ç­³ӃTŻ´ ӃJ³zX´º 26+ XÈ°­³ºX³  « º|X Z ³´º |JӃZ ­Z ǏǍǏǏ
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Source: U.S. Energy Information Administration (EIA), Natural Gas Monthly and EIA estimates for April 2022

Note: Europe includes Turkey

U.S. liquefied natural gas exports to Europe increased during the first 4 months of 2022
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U.S. LNG Exports by Destination Region

Source: Chart of the Week #2022-21 U.S. LNG Exports: Recent Trends, Max Pyziur, EPRINC, June 15, 2022



53



54
Source: After Germany Moves Toward Gas Rationing, Putin Appears to Offer a Workaround, Melissa Eddy, The New York Times, March 30, 2022

+X³ªJ«ÉŻ´  «z´º

DŜǊƳŀƴȅΩǎ ǇǳǊǎǳƛǘ ƻŦ ǇŜŀŎŜ ƛƴ ǘǊŀŘŜ ǿƛǘƘ wǳǎǎƛŀ ŦŀƛƭŜŘ

A near-term cut-off of Russian gas supplies to Germany could cost their economy 
$120 billion.  Germany would be rationing natural gas.

άwƻǳƎƘƭȅ ƘŀƭŦ ƻŦ DŜǊƳŀƴȅΩǎ ƘƻƳŜǎ ǊŜƭȅ ƻƴ ƴŀǘǳǊŀƭ Ǝŀǎ ŦƻǊ ǘƘŜƛǊ 
ƘŜŀǘƛƴƎΣ ŀƴŘ рр ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ Ǝŀǎ ŎƻƳŜǎ ŦǊƻƳ wǳǎǎƛŀΦέ
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Source:  bǳŎƭŜŀǊΣ ŎƻŀƭΣ [bDΥ Ψƴƻ ǘŀōƻƻǎΩ ƛƴ DŜǊƳŀƴȅΩǎ ŜƴŜǊƎȅ ŀōƻǳǘ-face; Christoph Steitz, Riham Alkousaaand Maria Sheahan, Reuters, February 27, 2022

+X³ªJ«ÉŻ´  M­Äº *JNX + ÆX´ ,­°X

ά²Ŝ Ƴǳǎǘ ŎƘŀƴƎŜ ŎƻǳǊǎŜ ǘƻ ƻǾŜǊŎƻƳŜ ƻǳǊ ŘŜǇŜƴŘŜƴŎŜ ƻƴ ƛƳǇƻǊǘǎ ŦǊƻƳ 
ƛƴŘƛǾƛŘǳŀƭ ŜƴŜǊƎȅ ǎǳǇǇƭƛŜǊǎΣέ

- Chancellor Olaf Scholz

This will include building two liquefied natural gas (LNG) terminals, one 
in Brunsbuetteland one in Wilhelmshaven, and raising its natural gas 
reserves.  
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Source: Chart of the Week #2022-23 Natural Gas and Global Food Production, Batt Odgerel, Max Pyziur, Lucian Pugliaresi, EPRINC, June 29, 2022

Natural Gas is Critical for Global Food Production



65-70% of the world caloric food intake is related 
to 4 grains:

ÅWheat
ÅRice
ÅCorn
ÅSoybeans

All require intense use of nitrogen fertilizers

57

Food Facts
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Food Facts

ÅThe goal of fertilizing grains is to increase the yield
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Nitrogen Fertilizer Cost

Source: CŜǊǘƛƭƛȊŜǊ ¦ǎŀƎŜ Lǎ .ŜƛƴƎ tǳƳƳŜƭŜŘ ōȅ 9ǳǊƻǇŜΩǎ 9ƴŜǊƎȅ /ǊƛǎƛǎΣ {ŀƳǳŜƭ Gebreand Elizabeth Elkin, Bloomberg, August 17, 2022
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Source: ICIS, Natural Earth

Soaring gas prices hit Europe fertilizers, chemicals

Updated on 25 August 2022
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ǓǍӆ ­Z (Ä³­°XŻ´ « º³­zX« ZX³º Ӄ ÊX³ °ӃJ«º´ |JÆX NӃ­´XT

Source: Europe nitrogen capacity closure and cost tracker, Chris Lawson, CRU, August 25, 2022 and IƛƎƘŜǊ Ǝŀǎ ǇǊƛŎŜǎ ŘŜŜǇŜƴ 9ǳǊƻǇŜΩǎ ŦŜǊǘƛƭƛȊŜǊ ŎǊǳƴŎƘΣ ǘƘǊŜŀǘŜƴ ŦƻƻŘ ŎǊƛǎƛǎΣ Business Standard, 
Samuel Gebre& Elizabeth Elkin, Bloomberg, August 27, 2022, Fertilizers Europe
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Fertilizer/Famine?



63Source: Our World in Data, ERS, USDA calculations based on annual household expenditure data from Euromonitor International, World Bank,J.P. Morgan Strategic Research. 
J.P. Morgan Perspective Food Insecurity: A New Normal, Global Research, September 20, 2022

Figure 3: Low- and middle-income countries are most vulnerable to rising food prices given a 
larger share of income is spent on food
Share of consumer expenditure spent on food (2020, latest data available) vs. GDP per capita, 2021. Food expenditure relates only 

to food bought for consumption at home (i.e., it excludes out-of-home food purchases) and excludes alcoholic beverages and 

tobacco products.

*Countries highlighted in red are 
currently in NEXGEM
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Surging Fertilizer Prices Set to Exacerbate African and Mid-East Food Crisis

ÅUse of nutrients may shrink by a third in sub-Saharan Africa
ÅImport-dependent region may face increasing food shortages

ά¢Ƙŀǘ ŎƻǳƭŘ ǇƻǘŜƴǘƛŀƭƭȅ ŎǳǊō ŎŜǊŜŀƭǎ ƻǳǘǇǳǘ ōȅ ол Ƴƛƭƭƛƻƴ ǘƻƴǎΣ ŜƴƻǳƎƘ ǘƻ ŦŜŜŘ млл Ƴƛƭƭƛƻƴ ǇŜƻǇƭŜΦέ 
ςSebastian Nduva, Program Manager at AfricaFertilizer.Org

Source: Bloomberg.com
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Goldman Sees $2 Trillion Surge in European 
Household Energy Bills by 2023

- September 6, 2022, Bloomberg.com

3,500 energy intensive industries are surveyed, only 
half have hedges in place for energy requirements

- July 25, 2022, Oilprice.com

$J« (Ä³­°XJ«Ż´  ZZ­³T A|X ³ («X³zÉ # ӃӃ´ų
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Energy Prices Trigger Deindustrialization In Germany
- August 19, 2022, Oilprice.com

Germany Risks a Factory Exodus as Energy Prices Bite Hard
August 18, 2022, Bloomberg.com

DŜǊƳŀƴȅΩǎ bŀǘǳǊŀƭ Dŀǎ /ǊǳƴŎƘ /ƻǳƭŘ /ŀǳǎŜ {ǳǇǇƭȅ /Ƙŀƛƴǎ ǘƻ 
Collapse

- August 3, 2022, Oilprice.com

9ǳǊƻǇŜΩǎ ƳŜǘŀƭǎ ƛƴŘǳǎǘǊȅ ǿŀǊƴǎ ƻŦ ŜȄƛǎǘŜƴǘƛŀƭ ǘƘǊŜŀǘ ǘƻ ǘƘŜƛǊ 
future

- September 2022, Eurometaux

We are witnessing the deindustrialization of Europe
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άΧ ǇŜƴǎƛƻƴ ŦǳƴŘǎ ŀƴŘ ŜƴŘƻǿƳŜƴǘǎ ǘƘŀǘ ƛƴǾŜǎǘ ƛƴ ǇǊƛǾŀǘŜ-
equity funds have [asked] their managers to stop backing 
ǇǊƻŘǳŎŜǊǎ ƻŦ Ŧƻǎǎƛƭ ŦǳŜƭǎΧέ

- September 1, 2022, WSJ.com

Shale Profit Bonanza Frees Up Even More Cash to Reward 
Investors

- August 11, 2022, Bloomberg.com

Make it Rain ςE&Ps Shower Cash on Shareholders as Cash 
Flows Rise with Soaring Oil and Gas Prices

- July 12, 2022, RBN Energy

Natural Gas in an ESG World
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Growth in Global Energy Supplies    (Oil Equivalent Billion Tons/Year)
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Energy and Food Price Shocks, 50-year Look

Sources: World Economic Forum, Elements.VisualCapitalist.com



70

Three Ripple Effects

Sources: World Bank (2022), Energy Policy (2018), World Economic Forum, Elements.VisualCapitalist.com

How energy 
and food 
price shocks 
could affect 
the world 
economy
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How Food and Energy are Driving the Global Inflation Surge, Philip Barrett, September 12, 2022

Inflation drivers             (percent, median inflation rate) 
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Source: TG Natural Resources LLC, Craig Jarchow, September 27, 2022

Is this a sunset business?
A leading indicator of a sunset business is the inability to attract capital investments into 
expensive, long-term projects.  This is not happening in natural gas.

Å Over the past year and a half, nearly 
50binding contracts have been 
signed for LNG offtake from facilities 
on the U.S. Gulf Coast

Å Of these contracts, about 75% 
contemplate a start date in 2026 or 
2027

Å Of these contracts, over 70% run for 
20 years and about 25% run for 15 
years

Å Conclusion:  Sophisticated investors 
are betting material capital that this 
will remain a good business through 
at lest 2045
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Conclusions

ÅEuropean natural gas prices will remain 5x-10x the historical norm for 
the next 3 years

Å That will cause the continued deindustrialization of Europe

ÅtǳǘƛƴΩǎ Ǝƻŀƭ ƻŦ ǎŜǇŀǊŀǘƛƴƎ ǘƘŜ 9¦ Ƴŀȅ ǎǳŎŎŜŜŘ

Å Food security and famine will be one of the top concerns of all world 
leaders

Å This is essentially a clash between globalism and nationalism 

Å This is also the clash between the extreme radical environmental 
agenda and energy pragmatism 
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Source:  9ƴŜǊƎȅ ŎƻƴŦŜǊŜƴŎŜ ƭŜŀŘŜǊ Ǉŀƴǎ YŜǊǊȅΩǎ нлрл ŎƭƛƳŀǘŜ ƎƻŀƭǎΥ ΨDƻƛƴƎ ǘƻ ǎǘƛƭƭ ōŜ ŀƴ ŜƴŜǊƎȅ ƳƛȄΣΩ ¢ȅƭŜǊ hƭǎƻƴΣ CƻȄ .ǳǎƛƴŜǎǎΣ aŀǊŎƘ15, 2022

Closing

¢ƘŜ ŦŀǊ ƎǊŜŜƴ ƭŜŦǘ ǎǘƛƭƭ ŘƻŜǎƴΩǘ ǳƴŘŜǊǎǘŀƴŘ ǎŎŀƭŜΦ

Daniel YerginΥ άΧ ǘƘƛǎ ƛǎ ŀ Ϸфл ǘǊƛƭƭƛƻƴ ǿƻǊƭŘ ŜŎƻƴƻƳȅ ǘƘŀǘ ƎŜǘǎ ул҈ ƻŦ ƛǘǎ 
ŜƴŜǊƎȅ ŦǊƻƳ ƘȅŘǊƻŎŀǊōƻƴǎΦ  LǘΩǎ ƴƻǘ ƎƻƛƴƎ ǘƻ ŎƘŀƴƎŜ ƻǾŜǊƴƛƎƘǘΦέ



John Harpole
President 

Mercator Energy
26 W. Dry Creek Circle, Suite 410

Littleton, CO  80120
harp@mercatorenergy.com

(303) 825-1100 (work)
(303) 478-3233 (mobile)

Contact Information
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mailto:harp@mercatorenergy.com
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FERC retreats on gas policies as chair pursues clarity
- March 25, 2022, E&E News

/ŀƭƛŦΦ ƎƛǾŜǎ ΨƴŜǿ ƭƛŦŜΩ ǘƻ Ǝŀǎ Ǉƭŀƴǘǎ ƛƴ ŜƳŜǊƎŜƴŎȅ ƻǾŜǊƘŀǳƭ
- July 1, 2022, E&E News
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