


oil into products that are traded globally. He believes the
natural gas liquefaction technology central to LNG “allows
you to move it around the planet like oil.”

How long will that take? “It’s hard to predict,” Hulse
said. “If you look at the history of oil, oil traded locally and
then it traded regionally and then it traded globally. LNG
has done the same thing... There’s a period of transition
from a bilateral market to a global-commodity market. It
will move like oil. How long it will take I can’t predict. All T
can tell is that there is a trend moving in that direction.”

Gaul agreed there are some similarities in LNG and oil
in that a global market is developing for both commodities
and both are being transported to different, far-flung
geographies. “It is reasonable because of the companies
involved and the countries,” said Gaul, noting that LNG
imports to the United States come from countries such as
Egypt, Nigeria and Libya. Two-thirds of U.S. imports last
year, however, came from Trinidad and Tobago. “You find
natural gas where you find oil. Spot trade in LNG is starting
to develop. But a spot market that comes close to imitating
the oil market is still many years away. And the transpor-
tation cost for natural gas is a lot more than for oil. So there
is not going to be much liquidity in the marketplace.”

Another detriment for LNG is that
unlike oil, it costs a lot more capital to build
a liquefication processing facility — and the
environmental and political obstacles are often
immense. Even so, Hulse’s proposition isn’t so
far-fetched, especially if natural gas emerges as
the fuel of choice for developed countries.

For Sempra’s part, such forward thinking
plays right into the company’s strategy of
staying ahead of the curve. “We come at it
from a market focus,” said Hulse. “We're an
infrastructure builder of LNG pipelines and generation.
Plus tied into all of that, we have the ability of a trading
company.

“The important thing is to see market trends and
movements before they become very clearly evident to the
rest of the market,” added Hulse. “We started early, we got
ahead of the cost curve, so we now can offer good services
and strategic locations. We will always try to stay ahead.
That’s why this market-based approach is important. We
spend a lot of time trying to study market trends. We've had
to take contrarian views in pursuing this. If you can spot the
trends in advance and position yourself, you'll benefit.” -]

a Darcel Hulse, president
of Sempra LNG.
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