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Russia Shifts Oil Sales to India Due to Lack of Chinese Economic Growth

Since the introduction of the new US and European sanctions, Russia has started to take more active steps 
to penetrate the Chinese oil and gas market. In 2014-15, Russia and China have signed a series of 
documents on pipeline gas supplies from Russia to China. The 2014 deal on the Eastern route included 
provisions on involvement of China’s financing in project implementation. However, China’s economic 
growth slowed, resulting in postponement of the implementation of conditions of the deal. In this context, 
Russia would logically be looking for other partners in Asia. According to the authors, another growing 
economy that could be such a partner is India. In the period up to 2030, India’s oil consumption is 
expected to increase by a third, and consumption of gas will more than double. The article claims that 
India is a much more promising partner for Russia than China, even if such comparison between China 
and India cannot be directly founded because China would import gas by pipeline, while India would use 
LNG carriers for its own supply.

Rodova, N., 2015. Gazprom Raises Estimate of Europe-Bound Gas Exports to 158 Bcm. Platts, 14 September 2015.

As The World Oil Market Slows Down, So Does Kazakhstan's Economy 

The Kazakh economy suffers from a weakness in oil price, which translated in difficulties in trade 
conditions with Russia and China. Kazakhstan shares borders with both Russia and China, and it is highly 
dependent on both neighbours for exports of all commodities. Kazakhstani products became too 
expensive compared with Russian analogues after the Russian rouble has depreciated twofold. Moreover, 
because of China’s slowdown in oil consumption, Kazakhstan’s oil exports to China decreased by more 
than 50%. Considering that oil exports still represent more than 60% of Kazakhstani exports despite 
efforts in diversification, this has a serious effect on Kazakhstan’s overall economic stability.

The Jamestown Foundation, 2015. Kazakhstan Joins the List of Suffering Oil Exporters. OilPrice.com, 22 September 2015. 
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Japan Ramps up LNG Imports in Preparation for Ishikariwan Shinko Construction

Following the Fukushima nuclear disaster, Japan has been faced with balancing its safety concerns with 
energy requirements. By 2021, Hokkaido Electric Power Inc. plan for the Ishikariwan Shinko to be open 
and operational. On September 24th, Hokkaido announced that starting in 2018, it will be buying 330,000 
tons of LNG.

Natural Gas Asia, 2015. Japan's Hokkaido Electric to Buy LNG from Kansai, Malaysia LNG. Natural Gas Asia, 24 September 2015. 

http://www.businessinsider.com/russia-is-trying-to-sell-oil-to-india-2015-9
http://oilprice.com/Latest-Energy-News/World-News/Kazakhstan-Joins-The-List-Of-Suffering-Oil-Exporters.html
http://www.naturalgasasia.com/japans-hokkaido-electric-to-buy-lng-from-kansai-malaysia-lng-16630


ENERPO Newsletter
Volume 1 Issue 3

2nd October 2015

The Future of the Petroleum Coke Market: Dirtier than Coal

Petroleum coke is becoming an attractive source of energy for growing countries like India and China, who 
have already become the largest consumers, while the Asia-Pacific region as a whole is the largest 
importer of this fuel. In China, petroleum coke is used in power generation, and in India – in cement 
production. The market for petroleum coke might develop into a more competitive one despite high its 
emissions, since it is one of the cheapest energy products on the market with high calorific value. 

Acute Market Reports, 2015. Petroleum Coke Market : Global Industry Analysis, Development and Demand Forecast to 2020. Informazione.it, 25 
September, 2015. 
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Nigeria and Angola Gain Lead in Africa’s Oil and Gas Offshore for Paints and 
Coatings

The report “Analysis of the Offshore Oil and Gas Paints and Coatings Market in Nigeria and Angola,” shows 
that Nigeria and Angola will play an increasingly important role for paints and coatings manufacturers 
working in the African oil and gas markets. Indeed, the annual growth rate of this industrial sector could 
reach 9.6% for Nigeria and 12.3% for Angola until 2019. A significant contribution to this growth will be 
provided by the development of ports such as Lagos, and Luanda, through which energy-shipping 
operations will proceed. Besides, the drop of crude oil prices has considerably decreased production costs 
of paint, which now allows Nigeria and Angola to be more competitive.

Editor, 2015. Nigeria, Angola as Africa’s Offshore Hub for Oil, Gas. The Guardian, 22 September 2015.

Tanker Market Grows Thanks to Oil Price Drop

The current situation in the world oil market creates a positive business environment for the tanker 
market and charterers. Firstly, the price of oil is low and thus transport costs actually decrease. Secondly, 
there is increased demand from China due to increased storage volumes and a stronger demand for 
heating oil. Thirdly, as a result of the shale revolution in North America, the vessels, which were meant to 
be used for supplies to North America, are now used for supplies from Africa to Asia. This means longer 
rental time. While shipping rates for the biggest tankers reached USD90,000 per day during the first six 
months of 2015 and fell to about USD27,000 per day in August, now they came back to USD50,000 per 
day with a bunker prices of USD250/MT. What this means is a considerable reduction in the shipping cost 
as well as a possibility to travel around South Africa rather than the Suez Canal. 

Ship & Bunker, 2015. Booming Tanker Market Set for Best Q4 in Years, Say Analysts. Ship & Bunker, 22 September, 2015

Schlumberger Pulls out of Investment in Eurasia

The American firm Schlumberger announced this week that it would not extend its deadline by which it 
had hoped to receive a green-light from Russian officials on whether it could acquire a USD1.7 billion 
minority share in Eurasia Drilling Co. In the currently highly politicized environment, accusations abound 
regarding Schlumberger’s true intentions and Russian officials’ willingness to meet the deadline. 

Natural Gas Europe, 2015. Schlumberger Remains Firm on Deadline for Acquisition of Russia’s Eurasia. Natural Gas Europe, 25 September, 2015.

http://www.ngrguardiannews.com/2015/09/nigeria-angola-as-africas-hub-for-offshore-oil-gas/
http://shipandbunker.com/news/world/388845-booming-tanker-market-set-for-best-q4-in-years-say-analysts
http://www.informazione.it/c/7E57E1D3-B3D1-41E1-89EC-5DE5106EFA97/Petroleum-Coke-Market-Global-Industry-Analysis-Development-and-Demand-Forecast-to-2020
http://www.naturalgaseurope.com/schlumberger-remains-firm-wednesday-deadline-for-acquisition-eurasia-drilling-25570?utm_content=buffer64ca9&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
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Iran Develops Contracts with Customers in Effort to Revitalize its Gas Sector

On September 20, 2015, Iran and Oman signed pipeline contracts that will deliver Iranian gas to Oman 
via a 400km pipeline. This new infrastructure development will help Iran meet its commitment to Oman 
of 28 mcm/d over the next 15 years. Following non-proliferation developments with the P5+1, Iran has 
been looking into the near future where the removal of sanctions will likely result in an influx of the 
technology and investment it needs to revitalize its natural gas industry. Having lost much of its market 
share in Asia, Iran is searching for new markets. Recently Iran has courted investment from Spain, which 
hopes to begin importing LNG from Iran within the next 3-4 years.

Natural Gas Asia, 2015. Iranian Gas to Start Flowing into Oman by 2018. Natural Gas Asia, 24 September 2015. 

Natural Gas Outperforms Coal in American Electricity Generation - Again

On the 24th of September the American Energy Information Administration released its Energy Power 
Monthly report, stating that in July the United States received 35 percent of its electricity generation from 
gas, compared to 34.88 percent from coal. The first time gas surpassed coal was last April. The report 
follows a rough summer for American coal as three important suppliers have filed for bankruptcy; Walter 
Energy, Patriot Coal, and Alpha Natural Resources. 

Parker, M., 2015. Gas Outdoes Coal Again as America’s Favorite Power Fuel. Bloomberg Business, 25 September 2015. 
Gross, D., 2015. Coal Companies are Hurting. But the Coal Industry is not Dying. Slate, 8 September 2015. 
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Australian Mining Consulting Firm Begins Survey of Panama Canal Alternative

On September 21st, HKND Group, the main financier of the proposed USD50 billion Grand Nicaragua 
Canal, announced that Australian CSA Global has begun aerial surveys. The proposed 276 kilometer long 
corridor will be surveyed in addition to Lake Nicaragua for “seismic and volcanic activity, tsunamis, 
landslides, slope stability, and liquefaction.” HKND already claims to have public support for the project. 
Should it go through, the new canal will have an enormous impact on energy shipping costs and 
schedules in the Americas.

Ship & Bunker, 2015. Aerial Survey Underway for Nicaragua’s Panama Canal Alternative. Ship & Bunker, 25 September 2015. 

http://www.naturalgasasia.com/iranian-gas-to-start-flowing-into-oman-by-2018-16635
http://www.bloomberg.com/news/articles/2015-09-25/gas-outdoes-coal-a-second-time-as-america-s-favorite-power-fuel
http://www.slate.com/articles/business/the_juice/2015/09/coal_mine_bankruptcies_climate_hawks_should_not_be_too_gleeful_about_the.html
http://shipandbunker.com/news/world/616041-aerial-survey-underway-for-nicaraguas-panama-canal-alternative
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According to the IEA’s Medium Term Oil Market report, exports 
from Latin America to Asia - the fastest growing consumer 
region - will increase by 0,4 MMbbl/d in the period up to 2020 
(the routes are shown in Figure 3). Russia has a role to play in 
the development. 

On September 28, the Kommersant newspaper – one of the 
leading business newspapers in Russia – included a themed 
supplement to its daily issue fully devoted to activities of the 
Russian companies in Latin America’s oil equipment sector. 
The Russian “Uralmash Oil and Gas Equipment Holding 
Company” (Уралмаш НГО Холдинг) is planning to create a 
joint venture with Argentinian colleagues, specialising on oil 
drilling equipment. According to Kommersant, this project 
could become the catalyst of cooperation between Russia and 
Argentina – notably, such cooperation would not be limited to 
the oil sector. The deal was initially announced in 2014, after 
the visit of Argentina’s Minister of Industry (Debora Giorgi) to 
the company’s office in Moscow. The announcement was 
preceded by a serious work of the company in the region 
ensuring its entrance to the equipment market.

This initiative is not unique: a few years back another company 
based in Ekaterinburg, the Generation group (Промышленная 
группа Генерация) was actively trying to enter the Brazilian 
and Argentinian market and sell its oil and gas equipment. 

Engaging in equipment sales (as in the case of Generation) 
and jointly producing such equipment (as in the case of 
Uralmash Oil and Gas Equipment) provides Russia with 
opportunity to benefit from oil and gas E&P in Latin America.

Is Latin America’s potential of enhanced role in the oil markets 
the sole explanation of Russia’s efforts to gain presence in the 
region? The short answer is no. 

There are several factors explaining these efforts and the 
interest of the Russian companies. Firstly, there is a processes 
of building an alternative / complementary system of 
international governance that are taking place already for 
some years. The aim of such system is to include players which 
are a significant part of the world economy into the 
governance system. The creation of G20 and the 
institutionalisation of the BRICS format are part of the 
process. Both issues have been on Russia’s foreign policy 
agenda for some time, and in fact, Russia was one of the most 
proactive participants of the BRICS format in developing it 
from abbreviation to actual multilateral format.

Energy News Blog

Russia’s Interests in Latin America
 
       – Irina Mironova

South and Latin America is a region rich with oil and gas 
resources, with its 19% of world’s proved oil reserves (figure 
1). This region is yet to play a role in international oil and gas 
trade: if in case of natural gas, the share of Central and South 
America in world’s production measures up with its share of 
reserves (figure 2), for oil there is room for increase in the role 
performed by this region in international markets.

Source: BP Statistical Review of World Energy 2015
Figure 1. Oil reserves and production

Source: BP Statistical Review of World Energy 2015
Figure 2. Gas proved reserves and production
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Secondly, Russian companies are in search of solutions amidst 
the economic downturn and the sanctions regime. There are 
several layers of difficulties for the energy sector: finding 
alternative sources of financing, acquiring technology, and 
entering the new markets. The BRICS context is actually a very 
interesting set-up in this respect, since some of its 
participants (like China and India) serve as markets as well as 
source of financing; China, India and South Africa are all major 
players of the international markets; and Brazil has extensive 
expertise in deepwater exploration and production. The 
growing upstream sector, the development of unconventional 
sources, and the role of the leading countries of the region in 
emerging system of global governance all make Latin America 
an interesting partner for Russia, not only in terms of oil and 
gas equipment, but in a much wider list of aspects. Moreover, 
if Russia's Pivot to Asia does materialize as expected, there 
may well follow a Pivot to Latin America.

Sources:
Review: South America. Themed Supplement. Kommersant, September 28, 2015.
Crude Oil Markets in 2015: The Battle for Market Share. The Hague: Clingendael 
International Energy Programme, 2015.
Medium Term Oil Market Report 2015. Paris: IEA/OECD, 2015.
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Source: BP Statistical Review of World Energy 2015
Figure 2. Gas proved reserves and production

If you have comments or questions about the ENERPO Newsletter or are 
interested in contributing, send us an email at imironova@eu.spb.ru or 
awood@eu.spb.ru 




