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On October 2-3, the International Energy Center at the 
European University at Saint Petersburg held an International 
Summit “Russia in Changing Global Markets: New Challenges 
and Opportunities”. Representatives of international energy 
expert circles, policy makers, as well as industry 
representatives gathered at the EUSP to share their views on 
Russia’s position in the international energy markets, which 
are going through a fundamental change.

Below we present the main statements from the conference’s 
experts divided into three categories: Russia’s energy future, 
the impact of sanctions, and Asian energy. 

We do not disclose any names in this report since the Summit 
was held under the Chatham House rules.

RUSSIA’S ENERGY FUTURE

Background: The Russian economic situation can be 
characterized as cautiously pessimistic, the economic 
development prospects are not very positive. As it stands 
today, the Rouble is weak, prices inside Russia are increasing, 
and the oil price stays at the level, which is not favourable for 
the Russian budget dependent on oil export income. The 
economic development of the country depends on the 
prospects for the energy sector.

Broadly speaking, the Russian energy sector faces two groups 
of challenges – external and internal. External challenges 
include changes in the international energy markets: the 
already mentioned low energy prices, stagnant demand and 
the resulting oversupply. Internal challenges include Russia’s 
overall dependence on incomes from energy resources export, 
and ineffective tax system. 

Good news is that hydrocarbons will still be used for the next 
several decades on a large scale worldwide, while the Middle 
East – region supplying large shares of world’s oil and gas -

is unstable and another group after ISIS is likely to emerge to 
become a new rogue threat. So Russia does have a chance to 
preserve its share in world oil and gas markets. The question 
is how to use that chance and effectively cope with 
challenges.

The key messages / recommendations from the participants of 
the Summit: 

The Russian energy sector could focus on shale technology, 
Arctic exploration, and resources in East Siberia, which would 
help to develop domestic technology and create jobs.Russia 
needs to completely restructure its economic approach if it 
wants to develop its shale industry.

Russia should look at countries like Iceland and Venezuela, 
who have taken advantage of their natural resources in a 
different way, focusing on exports derived from these 
resources.

Russia needs to focus on the upstream oil sector (exploration, 
production), and restructure its current tax system.

The Lena delta is an area with potential, but it lacks 
infrastructure and is not really explored.

SANCTIONS

Background: Throughout 2014, there have been several 
packages of sanctions introduced by the EU and the US. There 
are restrictions on financing and supplies of equipment and 
technology. New technologically complex upstream projects 
experience largest hit from the sanctions regime (through 
limited access to financing and technology), while those are 
the ones that are critical for sustaining Russia’s future 
production. The Russian energy companies affected by the 
sanctions can generally be split into three groups. 
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Firstly, Gazprom and Novatek have avoided direct sanctions of 
the EU (as generally perceived, largely due to the fact that the 
EU is dependent on Russian gas supplies) – but the US 
sanctions do cover these two companies. Secondly, Lukoil and 
Surgutneftegaz are covered only by the technology transfer 
sanctions within the US package  –  financial restrictions do 
not cover these two.  And finally, the third group includes 
Rosneft, Gazprom-Neft, and Transneft, who are subject to a full 
range of sanctions by both the US and the EU.

The key messages / recommendations from the participants of 
the Summit:

US and EU sanctions are delaying exploration projects, 
particularly the Arctic.

The sanctions have an impact on Russia’s relations with 
countries that are not even part of the sanctions regime, 
including South Korea and Japan. The latter are hesitant to 
lend technology, because they must be mindful of their own 
relations with the West. Thus, these economic links are 
definitely impacted by geopolitics.

The written sanctions have very unclear wording. For example, 
the term “financial assistance” is a broad term that is creating 
confusion for banks that are hesitant to fund exploration 
projects.

The sanctions are not hurting Russia particularly at the 
moment, since shale and projects in the Arctic are not huge 
shares of the Russian economy, but will certainly affect Russia 
in the long term.

Sanctions hurt the West too, since Western banks are missing 
opportunities to invest in Russia.

The sanctions are great for China, since the long-running 
negotiations between Russia and China, which have not made 
much progress, are affecting the balance of negotiating power 
in favour of China. Russia has less alternative options, hence 
its weaker negotiation position.

Sanctions have an unseen benefit, as they may push 
policymakers to address the current ineffective strategy of 
import substitution.

With the sanctions in place, countries like Israel, Algeria, Libya, 
and the U.S. could become more competitive gas suppliers to 
the EU.

There is disagreement between experts on whether Turkish 
stream is mutually beneficial for Russia and Turkey, or whether 
this will increase Turkey’s dependence on Russia.

ASIAN ENERGY MARKETS

Background: The geography of world energy trade has been 
chancing over the past decade shifting more and more 
supplies to the Asia Pacific. There are increasingly important 
players such as China and India, but also traditional 
heavyweights in oil and LNG trade flows - Japan and South 
Korea. The construction of the first line of ESPO pipeline was 
completed in 2009. This allowed Asian importers to pursue 
their policies of oil import diversification. Russia has marked 
its factual turn to the Asian gas market by signing a gas supply 
contract with China in May 2014. There is also a framework 
agreement on supplies via the Altai pipeline (the Western 
route), which could create competition for gas supplies 
between China and the EU, providing Russia with the role of 
an arbitrageur.

The key messages / recommendations from the participants of 
the Summit:

The Power of Siberia line will be up and running by year 2018, 
delivering gas from Russia’s Far East to East Asia. East Siberian 
oil is attractive because it’s good quality, it’s onshore (carrying 
less risk and cost), and it’s close to China, South Korea and 
Japan who all have substantial demand.

Russia’s increasing market share of Japan’s crude oil imports 
means Japan is moving away from the Middle East.

China consumes so much coal, its shift from LNG would be a 
“win-win” for everyone and a victory for the global 
environment.

A Russia-ROK pipeline: South Korean leadership is making a 
mistake, with former President Lee Myungbak attempting to 
use a gas pipeline as a political tool for its motivations against 
North Korea, and current President Park Geunhye stating no 
interest in pursuing a pipeline at all.

Gazprom isn’t attracted to pursue a pipeline to Japan because 
it perceives Japan as having a lack of “unity” in that domestic 
actors want different things.

China, South Korea, and Japan need to unite in their LNG 
ambitions, because it would be mutually beneficial to 
cooperate but they would need to be flexible and transparent. 
However, geopolitics and historical distrust will probably 
hinder this level of cooperation.
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U.S.A./Arctic: Royal Dutch Shell Pulls Out of Alaska, Project Put on Ice

Royal Dutch Shell has abandoned its ambitious project in the Arctic, specifically its exploratory well in the 
Chukchi Sea in the Alaskan Arctic. Shell has already invested USD 7 billion into the well, in addition to 
taking seven years to acquire the appropriate licenses to go forward with the project, which will be 
abandoned, as they simply haven’t found enough oil and gas for the project to return on its investment. It 
is thusly no big surprise that with the falling oil price, exploration in the region is less attractive. The 
Arctic had previously been used by Shell as a bargaining tool, in an effort to convince investors that their 
ambitions in the region would pay off by contributing to its less-than-attractive quantity of reserves. 
Perhaps another reason Shell has abandoned the project is due to its reputation, or the reputation it tries 
to construct, as an oil company sensitive to global environmental concerns. More convincingly though, 
Shell gambled with its ambitions in this new frontier, and found the fruits of their labor to be less than 
bountiful, in the midst of the oil price falling (thanks shale) and hazardous conditions in the region. This 
decision was clearly not an easy one, but at least environmentalists can now celebrate.

2015.  A Rig Too Far: Shell’s Retreat From The Frozen North Shows the New Realities of “Big Oil.”  The Economist.  3 October 2015.

North Africa: Egypt’s Zohr Gas and its Geopolitical Influence

Egypt’s discovery of gas in the Zohr field has potential in the region to increase and, by effect, improve 
cooperation with others producers. In light of neighbor Israel’s discovery of the Tamar and Leviathan, Zohr 
for Egypt could lift its position as a power in the region. Before 2011, Egypt was a net exporter of natural 
gas, but became an importer with increased domestic consumption. If Egypt strategically uses Zohr, it can 
increase its energy security through strategic partnerships with Israel and Cyprus, creating mutual benefit 
through cooperation in this sector. On the geopolitical side, the three countries have a mutual distrust of 
Turkey, and Zohr may mean Egypt could become a strategic location as a transit hub, establishing 
cooperation and security in the process, easing tensions in the region.

2015.  Egypt’s Gas Find Could Make Or Break Geopolitics In The Region.  Global Risk Insights.  30 September 2015. 
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Middle East: Israel Considers a Second LNG Terminal

With concerns over its energy security, Israel is considering construction of a second offshore LNG 
terminal, from the Leviathan gas field. Israeli Energy Minister Yuval Steinitz proposed the idea at a 
meeting held two weeks prior, emphasizing this could double the number of incoming LNG cargo to Israel. 
The current terminal only supplies LNG in peak electricity demand or in emergency scenarios. The project 
is estimated to cost USD 500 million.

2015.  Israel Considers A Second Offshore LNG Terminal.  Natural Gas Europe.  29 September 2015. 

http://www.naturalgaseurope.com/israel-considers-building-a-second-offshore-lng-terminal-25659?utm_content=buffer423b2&utm_medium=social&utm_source=twitter.com&utm_campaign=buffer
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Africa: Ethiopia Says It Will Begin Exporting Natural Gas in 3 to 5 Years

A new natural gas exporter will enter the global market, as an Ethiopian official says it will be ready to 
export in 3 to 5 years. This is due to the discovery of massive reserves in the Somali region of the country, 
which a Chinese company has discovered 133 million cubic meters of natural gas. The country’s Mines 
Minister Tolossa Shagi said the country predicts to draw in over USD 1 billion in foreign exchange profits 
through these exports. There are challenges ahead as the region is politically unstable, and Ethiopia has 
invested in security to protect its ambitions with the gas industry.  Perhaps the amount is insignificant, but 
the global energy market cannot ignore the introduction of a new player.

2015.  Official: Ethiopia Plans To Export Natural Gas in 3 to 5 Years.  Associated Press.  2 October 2015. 
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Syria/Russia: Was Putin Lured By Assad With Oil and Gas? 

Media reports internationally have reported on Putin’s aggressive military aid in Syria to fight ISIS. In light 
of Assad granting Russia exclusive rights to oil and gas exploration in Syria, some claim there was a silent 
agreement between the two leaders to initiate this exchange. Russia now has access to the 2195km block 
of Syria’s waters, which the US Geological Survey has estimated contains 1.7 billion barrels of oil and 3.5 
trillion cubic meters of natural gas. This is not hard to believe given Russian company SoyuzNefteGaz has 
already began work in Latakia, amidst Russia’s strategic bombings in Syria on ISIS.

Johnlee Varghese, 2015.  Syrian Exclusive Oil And Gas Exploration Rights Convinced Russia To Help President Assad, Says Report.  International 
Business Times.  4 October 2015.  

Russia/OPEC: Cooperation between Russia and OPEC Looks Promising

Russia’s Energy Minister, Alexander Novak, told the press that Russian and Saudi officials will meet this 
month to discuss how to solve the situation of global oil markets. In November 2014, Russia had refused 
cooperating with OPEC to defend its market share. Despite low oil prices, the fall in the ruble has proven 
beneficial to oil production. Russia’s Finance Ministry has pushed for taxation and export duties for oil to 
bring in additional revenues to increase the budget, despite opposition from the oil industry. For example, 
CEO of Rosneft, Igor Selchin, has asked for finding alternative means to increase the budget.

Katya Golubkova, Denis Pinchuk, and Gleb Stolyarov, 2015.  Russia Says Ready to Meet OPEC, Non-OPEC Producers For Consultations.  Reuters.  3 
October 2015. 

http://www.ibtimes.co.in/syria-exclusive-oil-gas-exploration-rights-convinced-russia-help-president-assad-says-report-649062
http://www.reuters.com/article/2015/10/03/us-russia-opec-oil-idUSKCN0RX09Y20151003?feedType=RSS&feedName=GCA-Commodities&utm_source=dlvr.it&utm_medium=twitter&dlvrit=1391616
http://www.usnews.com/news/business/articles/2015/10/02/ethiopia-plans-to-export-natural-gas-in-3-to-5-years


1

ENERPO Newsletter
Volume 1 Issue 4
9th October 2015

Russia: Bloomberg Analysts Predict Russia’s Hopes for China Likely to be Delayed, 
Will Be Stuck With EU

Russia may be stuck in its producer-consumer relationship with Germany, as the slowdown in China’s 
growth will likely delay Putin’s hopes for China to replace Germany as its biggest gas buyer. However, 
contributing to a lengthening of this gas export-import relationship between Russia and Germany is the 
relatively little effect of tensions between Russia and the EU. Gazprom will have to continue its 
interdependent relations with the EU, with predictions that Gazprom will keep its share of the EU gas 
market at 25-30% for at least a decade. Analysts predict that Russia’s gas supplies to China will exceed 
20 bcm in 2023 at the earliest, with some analysts arguing that Russia’s gas market share in China will 
never exceed that of its market share in Germany.

Dina Khrennikova and Elena Mazneva, 2015.  Seeking China Gas Sales, Putin May Be Stuck With Europe.  The Chicago Tribune.  28 September 2015.

Asia: Experts Weigh in on China’s Clean Emissions Future

Presidents Obama and Xi Jinping in a recent joint U.S.-China White House Press Statement, when Xi 
visited the U.S, announced both countries commitments to reducing future emissions, with Xi boasting 
China’s new cap and trade system to address industries of iron, steel, power generation, chemicals, 
building materials, paper-making and nonferrous metals. In addition, China has reduced coal consumption 
and has invested in wind power and photovoltaic programs. Interestingly, the U.S. has not been able to 
pass similar measures. Keeping in mind China’s GHG emissions make up a quarter of the world’s, the 
benefits of these actions are collective, and may set a precedent for the world and a model for others to 
follow.

Peter Christoff, John Mathews, and Anita Talberg, 2015.  China Announces National Emission Trading Scheme – Experts React.  Energy Post.  28 
September 2015.

U.S.A: Louisiana LNG Company Announces Ambitious LNG Export Proposal

In the midst of the fall in oil prices and less demand for gas in Asia, the U.S. may consider a proposal to 
export a substantial amount of LNG. Charles Roemer, CEO of G2 LNG, based in Baton Rouge, Louisiana, is 
working on a project worth roughly USD 11 billion, in hopes to export 19 billion cubic meters of LNG 
annually to China, Europe, India, and the Caribbean, with expectations shipping will begin in year 2020. 
Already with regulatory approval by the Department of Energy to export to those countries that are 
signatories to the Free Trade Agreement with the U.S.A, G2 LNG is waiting on approval from the 
Department of Energy to export to countries that are not part of the FTA, critically China and India. Despite 
doubts by some that Asia will not have the LNG demand this project proposes, CEO Roemer is confident 
in future relationships with Asia, arguing that LNG’s cleaner emissions status will make the deal attractive.

Bill Loveless, 2015.  Liquefied Natural Gas To Take Place Of Oil, Coal?  USA Today.  4 October 2015.   
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http://www.chicagotribune.com/news/sns-wp-blm-news-bc-russia-gas28-20150928-story.html
http://www.energypost.eu/china-announces-national-emissions-trading-scheme-experts-react/
http://www.usatoday.com/story/money/columnist/2015/10/04/bill-loveless-lng-natural-gas-roemer/73205408/
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ENERPO program   http://www.eu.spb.ru/en/international-programs/enerpo 
ENERPO Twitter account        https://twitter.com/ENERPO_EUSP 
Workshop Series videos   http://www.youtube.com/user/EUSPchannel 
ENERPO Journal online           http://enerpojournal.com/ 
International Energy Center at EUSP   http://eu.spb.ru/en/international-programs 

 /enerpo/international-energy-center 
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