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The horizon brightens

© Gas price outlook

O Forecasts & our view on equities

< North American demand

© Power generation and weather

© North American supply

o The rig count and efficiency gains

© Global gas markets

o Potential for shale and the LNG market
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Gas price outlook

© 2012: $2.65/MMBtu

© Near-term swoon possible as fall shoulder season approaches
o Looking for $3.35/MMBtu in 4Q12

© 2013: $4.00/MMBtu

o Dependent upon return of normal winter temperatures

© Long-term equilibrium: $5.00/MMBtu
o Potential range of $4.00/MMbtu - $6.00/MMBtu
o Assumes LNG exports only from Cheniere’s Sabine Pass
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Gas price outlook

© The near-term key is unwinding the storage overhang

© Overhang is now less than half of what it was in early April

Inventory overhang Inventory projections
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View on equities

© Favor gas-levered names to oil-levered E&P names

© The space is trading roughly in line with the rolling 12-
month oil and gas forward curves
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View on equities

52-week correlation comparison

© High correlations stress 20 Number o
the importance of macro
and commodities view
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North American demand drivers

© The warm winter was the other shoe that needed to drop
o 13% warmer than average and the warmest since 2002-03
o Heating-related demand plummeted 17% from the prior winter

© Coal-to-gas switching has come to the rescue
o Power-related demand is up 35% ytd through May

o Rising gas price likely to cause a material amount of switching to
unwind in 2013

© A normal winter would easily offset any lost power
generation
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North American demand potential

© Power generation key to long-term growth demand

© Secular growth provides some insulation to changes in GDP

© Modest growth in industrial demand: chemicals, refinery exports

o Transportation not likely to be a factor this decade

Natural gas power generation
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North American supply growth

© In our view supply growth
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North American supply cost curve

Domestic natural gas supply cost curve
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Global shale potential

China shale basins © The promise of a global shale

gas revolution is probably
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© Can it be economically developed?
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Global LNG market
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