	
	In the latest Argus China Petroleum we take an in-depth look 
at Sino-Russian energy co-operation. 
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coal sectors. 
Read the latest editorial below: 


Wary neighbours  

Long-standing mutual suspicion has put a brake on deeper Sino-Russian energy co-operation, despite high-level political summits between the two neighbours 
Russia and China put a positive spin on the energy-related outcome of Chinese president Hu Jintao's visit to Moscow in late March. 

Russia's future position as the largest foreign crude and gas supplier to China is almost certain, given China's rapidly growing demand and the east Siberian location of much of Russia's undeveloped reserves. 

Russian crude exports to China have shot up to 360,000 b/d, six times levels five years ago and within 100,000 b/d of China's top supplier, Saudi Arabia. Russia is likely to be shipping over 500,000 b/d by 2009 once a new pipeline opens. 

But, while the two countries are obvious energy partners, progress remains slow. The key energy deal during Hu's visit was for Sakhalin 3, a relatively modest project at an early stage of development ( see p4 ). Earlier debate in Chinese state media that state-owned CNPC might enter Russian arctic exploration proved far off the mark. 

For a free trail to Argus China Petroleum or Argus European Products report, enter your details. 
Great leap forward 
Relations leapt forward last year when Moscow finally - after years of deliberation - approved and started to build its 600,000 b/d far east crude pipeline, with the bulk of volumes slated for China. The route is set for completion in December 2008. But lack of agreement over a link to the Chinese border still has the potential to hold up proceedings. [image: image2.png]



The most likely next step forward in energy relations would see Chinese state-owned firms expand their nascent position in the Russian upstream while their Russian counterparts enter the Chinese downstream. 

For a free trial to Argus China Petroleum or for more information on Argus FSU Energy , 
enter your details. 
Russian state-run Rosneft and CNPC last year announced plans to develop a Chinese downstream joint venture, but have made little progress. With Chinese state-owned firms looking to maintain a tight grip over product imports and distribution, Rosneft is likely to be thwarted in its plans to import fuel from its Komsomolsk refinery in Russia's far east to supply the joint venture's planned retail outlets. 
Protectionist instincts will be the key factor limiting the role of Russian firms in China. And, on the Russian side, security concerns are an added issue. 
Russia is wary about China's longer-term intentions. Geography plays its part. Much of Russia's energy reserves are in its remote and sparsely populated eastern Siberia and far east - but over 100mn people live in China's neighbouring northeast provinces. 
For a free trial to Argus China Petroleum or 
Argus Nefte Transport , enter your details. 
Some Russians fear - on a visceral level - that a resurgent China is only biding its time before making a grab for the region. Reflecting such fears, Russia brought in a law on 1 April banning foreign market traders, leaving far eastern market places - where the Chinese have dominated trading in recent years - all but deserted. 

Those elements of the Moscow political elite keenest on building ties with China are anti-western factions looking for a counterweight to US power. But Russian wariness, together with Beijing's desire to avoid antagonising the US, is likely to place a firm limit on developments. 

Both countries appear to see the main purpose of the Shanghai Co-operation Organisation - the key forum linking six regional nations - as pulling central Asian states away from US influence, rather than to develop bilateral ties. 

The state-owned energy firms of both countries will do better than western majors in securing mutual opportunities. But ultimately Russia is wary of China, and China does not need Russian investment - just its oil. 

For a free trial to Argus China Petroleum or for more information on Weekly Petroleum Argus , 
enter your details. 


Argus European Products: Spot market assessments for clean and dirty petroleum products with commentary and details of deals done in Northwest Europe and the Mediterranean. [image: image4.png]




Argus FSU Energy: Covers the oil and gas industry in the former Soviet Union with analysis on politics, investments and trading. Includes unique and valuable data on production and flows of crude and refined products within and out of the region. 

Argus Nefte Transport: (available in English and Russian): Reports on transportation of crude oil and products from and within the former Soviet Union. 

Weekly Petroleum Argus: Reports the major developments in the petroleum and gas industry, including corporate strategy and finance, geopolitical news, investment, mergers and acquisitions, oil industry trends and Opec news. 
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