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Changing patterns of LNG procurement and diverse views on medium—term
balances of demand and supply
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1.

While Japan's LNG procurement activities have been traditional |y based on long—term contracts, flexible
arrangements to cope with demand fluctuation are increasingly important especially after the nuclear
closures in the country. In addition to the existing quantity tolerances under long-term contracts, spot
cargo trading, short—term, andmulti-cargo contracts are becoming more important. While Japan’ s LNG imports
have increased steadily in both volume and amount since March 2011, European gas demand has decreased
significantly due to the sluggish economy in the region and crippled competitiveness against coal-fired
power generation and renewable energy sources. European gas buyers, who have been successfully
re-negotiating long—term contract prices with pipeline gas, as well as some LNG suppliers, are diverting
Atlantic-region LNG cargoes - that they originally bought cheaply under contracts — to Asia and South
America. New LNG production projects in Australia and the United States are expected to increase flexibility
in destinations of LNG cargoes after 2015-2016. Japanese LNG players should pursue ability to utilize
and control those flexible portions, as they seek to have more control over LNG procurement prices as
a whole
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