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THE COUNTRY LEADERS LEVEL…
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…AND THE EU DIMENSION



THE 2017 QUALIFIERS Egypt VS Turkey 



WHAT IS AN ENERGY HUB?

▪It is a trading platform for either physical or financial 
transactions (or both) that facilitates gas-trading activities.

▪“And what a gas hub requires is a liberalized and a 
deregulated market where suppliers are free to import or 
produce energy and customers are free to choose their 
preferred supplier. But what’s essential for an energy hub to 
emerge is gas-on-gas competition.”

▪Energy hubs are lucrative because of the financial benefits 
from trading activities, the creation of jobs due to the storage 
and transportation facilities, the geopolitical importance of 
countries having access to energy supplies and value adding 
downstream activities.



WHY DO WE NEED A HUB IN THE EASTMED

➢EastMed region is in need of market mechanisms to trade 
gas in an efficient manner, as well as pricing schemas to 
determine spot rates. Currently, gas exchange is based on 
long-term bilateral agreements.

➢The lack of established market conditions has deterred 
sector development and increased the dominance of 
certain players within the market. 

Therefore, creating a regional natural gas trading hub
can prove critical to sustaining benefits from the
region’s natural resources for all involved countries



TURKEY (THE PAPER)



SO…WHY TURKEY CANNOT ACHIEVE 
ENERGY HUB STATUS:

1. Turkey has a poorly regulated energy sector with its vertically 
integrated state-owned BOTAŞ, dominating the entire natural gas 
sector. It accounts for approximately 80% of natural gas imports, it 
builds and operates pipelines, and controls most of the wholesale 
market and exports of natural gas. 

2. Without an essential market liberalization policy, with protectionism 
in the form of entity-specific state-sponsored subsidies and 
institutional resistance to a cost-based pricing system, how can 
competitive markets be fostered and single hub pricing emerge?

3. It remains highly doubtful whether Turkey has ever been committed 
to establishing a well-functioning legal and regulatory framework 
that could eliminate or at least contain the lack of transparency in 
the Turkish domestic market. Only such vital market reform can 
create the necessary deepening of its natural gas markets.



CIRCUMVENTING THE PURPOSE



SINCE THEN?

“The U.S. Trade and Development Agency is hosting the Turkey 
Gas Transit and Trading Hub Reverse Trade Mission. The event 
will bring senior public and private-sector officials from 
Turkey's energy sector to the United States to learn about 
advanced U.S. technologies and solutions that can support 
Turkey’s gas sector goals. Through a series of site visits, 
presentations, and a business briefing with U.S. industry, the 
delegates will be exposed to cutting-edge U.S. products, 
services, technologies, best practices, and regulations as they 
work to develop their own gas transit and trading hub 
infrastructure. The itinerary will feature the Henry Hub in Erath, 
LA – the primary natural gas trading hub in the U.S., as a 
means to share best practices with Turkey”.



ANY CHANGES IN 2017?

October 15, 2017, Daily Sabah

“Turkey's energy stock market, Energy Exchange Istanbul (EPİAŞ or 
EXİST), established in March 2015, will begin trading natural gas by 
April 2018 on a new electronic platform. The announcement came 
from the chairman of Turkey's Energy Market Regulatory Authority 
(EMRA).

Citing previous attempts to start a spot market in natural gas, Yılmaz
indicated that private companies operating in the natural gas 
industry lacked interest and attempts remained limited.

"When the contracts of private natural gas companies with Turkey's 
Petroleum Pipeline Corporation (BOTAŞ) are due, I am sure the they 
will be highly interested in trading on the stock market,“

Currently, only 20% of Turkey's market is liberalized, while 80% 
is still controlled by BOTAŞ, which has contracts with private sector 
players.”



THE CASE OF EGYPT

A regional viable option would be to leverage Egypt’s 
existing infrastructure, with the additional supplementary 
facilities (Suez Canal, SUMED, LNG facilities in Damietta and 
Idku, two FSRUs, the Arab pipeline connecting Egypt to 
Jordan, Lebanon, and Syria, Alexandria and Suez Refining 
centers). 

Egypt’s government understands this potential. It is, 
therefore, eager to promote the country as a regional Oil and 
Gas Hub under the recently announced Modernization 
Program agenda. 

The Ministry of Petroleum and Mineral Resources aims to 
overhaul the national oil and gas sector in order to enhance 
the country’s capacities to stand out in the regional market 
as the right and one-and-only option for such a hub.



EGYPT’S MODERNIZATION PROGRAM – 5 
YEARS PLAN



✓Location: YES (but not enough as Eng. El Molla says)

✓Infrastructure in place (+ expanding facilities) i.e. less CAPEX 
needed and thus the final price can compete other natural gas 
exporters

✓Petroleum products and LPG included

✓Electricity Trading (Siemens plan + nuclear underway)

✓Concurrent activities by several ministries to accomplish the 5-
years target

✓Egypt is advanced comparing to neighboring “frontier 
countries” in terms of its human resources and technical 
expertise”

SO WHY EGYPT?



CYPRUS: EUROPE’S ENERGY 
GATE



CYPRUS IN THE EASTMED

❖There is an imperative need of a Grand Midstream plan that 
will connect and interconnect the countries to craft the 
necessary inter-dependencies (assuming that all players are 
rational).

❖If the interests of the rational players are vested successfully 
and fairly, any asymmetry should be dealt with effectively. If, 
however, each country decides to pursue a ‘zero-sum’ 
approach then the EastMed will not reach its full potential 
and would be under-performing compared to other 
emerging hubs such as Singapore or other European hubs.

❖Cyprus has a great role to play in the EastMed and should 
not limit itself to a producer or merely a transit country. It 
should maintain a regional outlook.



THE KEYSTONE OF THE ARCH


