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" Backgrounds of the Steep Rise in Crude Oil Prices

JOMO
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@' Medium-Term Outlook of Crude Oil Prices

JOMO

» Market dominance by
OPEC

» Arc of instability in Eurasia

» Crude oll becomes a
financial instrument

» Need for investment in
quality upgrading
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Crude olil prices expected
to stay strong and volatile
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Y Implications of High Crude Oil Prices

JOMO

» Wide Iight'heavy crude ol API diffrential among our
differential selected 16 crude oil(@/API)
70
» Increase of products trade
volume in the Asian region ~ ©°
50
» Changes of demand structure .
» High dependence on the 30
Middle East 20
» Oil producing countries’ 10
Interests in downstream ol
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@ Restructuring of the Japanese Oil Industry

JOMO

» OIl policies promote “efficient supply” based on market mechanism
» Increase of products imports and sluggish domestic market

» Rationalization of refining capacity in response to demand decrease
» Utilization of reformate gasoline for petrochemical business

» Utilization of residue fuel for IPP
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o Changes in Crude Oil Acquisition Section

JOMO
> Procurement of lighter oo Trends in Crude Oil Imports;/(35
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@' Implications of Wide Light-Heavy Differential

JOMO

» Need for investment In

secondary units to cope with sest

demand structure changes
and products export
How long will current light-
heavy differential continue?
How long will China continue
to import products?
Sluggish domestic prices due
to over- capacity of supply

- =

Wide light-heavy differential
causes competitiveness gaps
among oll refineries
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5- Implications of Expansion of Products Trade in Asia

JOMO

» Need for transparency and
Information sharing in the
Asian products market

» Matured products market
could affect pricing scheme
of Middle Eastern crude ol

» Internationalization of
Japanese domestic pricing
system may be required
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’ To Cope with High Dependence on the Middle East

JOMO

> Enhancing multilateral Crude Oil Imports by Source in
- : . East Asia (History & Projections)
relationships with
Middle East oll
producing countries
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