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Thank you, Lucille for that kind introduction.

It is always a pleasure to visit this great city, and it is a special pleasure to have been
invited to address this most distinguished and influential group.

As most of you may know, my company has had a long-standing and enduring business
relationship with both China and Hong Kong. In fact, the reason I have had the
opportunity to travel here is to celebrate the 40th anniversary of our partnership with
China Light and Power in Hong Kong electricity generation.

But our history in Hong Kong and China goes back even further. In the 1890s, for
example, the young petroleum industry began to serve China's markets, and we were
among the earliest participants to help provide for China's energy needs. At that time, the
chief product sold was kerosene, transported by sailing vessels called clipper ships. In
rural China, kerosene found a ready market in replacing vegetable oils for home
illumination. We advertised a small tin kerosene lamp known as Mei Foo, or beautiful
companion, that burned brightly and cost but a few cents. And even today, the company
publication we send to our shareholders is called The Lamp, symbolizing our desire to
light the way to understanding and to chase away the shadows of misconception.

I'd like to also try to do something similar today in talking about the challenges and
hurdles that stand before all of us as we work to support economic development and a
more prosperous life for people around the world.

This city is a highly appropriate place to have this discussion. Hong Kong has long stood
as a beacon for attracting business. It is a model for the rule of law, and has had a
particularly enlightened approach to encouraging private business and the entrepreneurial
spirit of individuals. No better evidence of this is needed than the preeminent place Hong
Kong enjoys when it is ranked in the annual Index of Economic Freedom.

Certainly, our experience bears out Hong Kong's stellar international reputation. We are
the largest U.S. investor in Hong Kong, and we have enjoyed a longstanding relationship
with the Government of Hong Kong. ExxonMobil's presence and continuing interest in
investing here is reflective of our confidence in the sound approach to business



development this city has taken, as well as our view that continuing new investment will
be needed to meet Hong Kong's future energy needs.

One of course cannot address Hong Kong's energy needs without also considering China.
In fact, China, including Hong Kong, is an extremely important and growing market for
energy.

Today, I'd like to talk about the future world of energy, and how that world will affect
Hong Kong and China. As the world continues to develop, there are increasing demands
for energy and, with that, we are now seeing some new issues and tensions arise.
Nowhere are these more salient than in this region which has enjoyed unprecedented
growth in recent decades. No region has prospered as rapidly as emerging Asia during
this period, and because of that energy demand growth has also been very strong,

The world outlook for energy

In addressing global energy trends, the place to start is with economic growth, because
economic growth depends on having adequate and reliable amounts of affordable energy,
and at the same time economic growth tends to lead to increases in energy demand.

Each year, my company's economists and planners take a long-term look at world
economic trends and energy growth. Overall, we project just under 3% annual economic
growth through 2030. Now of course this will fluctuate as business cycles come and go,
but we think this is a reasonable long-term forecast for growth.

Energy use will also rise, but by less, because we expect that continued progress will be
made in improving the efficiency of energy use. We place energy growth at a bit less
than 2% annually, reflecting this improvement in energy efficiency.

This efficiency gain is actually an ambitious estimate, in that we expect the pace of
improvement to accelerate and exceed that of recent decades. But even with this
efficiency gain, the world will see total growth in energy demand of about 50% by 2030.

This will be a huge amount of energy. The increase in demand alone will be equivalent to
more than 100 million barrels of oil per day, or about ten times Saudi Arabia's current oil
production.

Now, not all of the increase in energy demand will be oil and gas. In fact, we expect the
combined oil and gas share of total energy to remain relatively stable at about 60 percent
through 2030. However, when you also factor in that production from existing fields
declines over time, oil and gas supplies from new developments will need to be about 170
million barrels per day oil-equivalent, one-third higher than today's total oil and gas
production.

Therefore, when considering the enormous energy challenges ahead of us, all of us ought
to have in the forefront of our understanding the significant magnitude of the supply task.
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And all of us should be asking some important questions. Asia, in particular, has some
key issues to address.

For example, what type of energy will be demanded in the future? What types of energy
will Asia need? What are the implications for Asia of decades of ongoing and large
energy growth? What will it take for Asian countries to ensure that adequate energy is
available? And, what steps will be needed worldwide to ensure we can meet our longer-
term energy needs?

What type of energy will be demanded in the future?
Let me start by talking about what types of energy will be demanded by consumers.

Without a doubt, for many decades most growth in energy will be for oil, natural gas and
coal. Put simply, these are abundant and affordable and we have established technologies
for finding and using them.

We project that oil and gas demand will each grow by close to 40 million barrels a day oil
equivalent by 2030 and coal by almost 30 million oil equivalent barrels per day. The
remainder will come from other sources.

These increases will come despite an improvement in global energy intensity, which is
the amount of energy used per unit of economic output. That improvement we forecast to
average about 1.1% per year, or about one-third faster than the pace since 1970.

And, the increase in petroleum and coal energy demanded will come about even as
alternative energy sources grow even more rapidly. For example, we believe wind and
solar energy may grow at about 10% per year, but because they are such small
contributors today, they will remain less than 1% of total energy in 2030.

These alternative energy sources are much discussed in the press, and they will become
more important, but we cannot ignore the limitations that each have.

For example, solar energy has very high costs, wind and hydroelectric power have siting
limitations, and there are constraints to significantly increasing biomass fuels due to
economics and competition with alternative needs for food crops and forests.

Nuclear energy remains an important option, with rapid growth projected in China.
However, nuclear power has generated considerable public opposition elsewhere, both to
new plants and to waste disposal options. While we think nuclear will grow, with
perhaps more upside in the longer term if its costs become more competitive, the factors I
just mentioned will certainly constrain growth in many countries in the medium term.

Another energy type -- hydrogen -- has been increasingly mentioned as a possible long-
term option. However, it is important to remember that hydrogen is more a battery than a
primary source of energy. Hydrogen has to be produced from other materials, either
hydrocarbons or water, and this process uses lots of energy and is very expensive.

3


















