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The point of view  

Russia: “The taps are open”  

 

Thus said Alexey Miller, CEO of Gazprom, at the 2 December official opening of the Power of Siberia 
gas pipeline, which, when it reaches full capacity in 2025, is set to deliver 38 billion cubic metres 
of gas to China. Gas today accounts for a mere 7-8% of China’s energy mix; but this percentage is rising. 
And, above all, this is a critical geo-economic signal in a world in which the deck is in the process of being 
reshuffled. 

On the Chinese side, China’s gas relationship with Russia is aligned with Beijing’s strategic goal 
of diversifying its supply sources – a goal it had already begun to pursue by taking delivery of gas from 
Turkmenistan and Myanmar. The gas pipeline from Turkmenistan was one of the Belt and Road Initiative’s 
points of entry into Central Asia. This policy of diversification also explains the increase in liquefied natural 
gas (LNG) contracts with Australia, Indonesia and Qatar. Lastly, it is also this key principle of 
diversification that guides – as far as possible – oil imports. Remember that China, unlike the United 
States, is far from energy self-sufficiency. 

It’s true that the Middle East region remains the number one source of China’s oil supplies and, generally 
speaking, imports are still fairly concentrated (five countries account for two thirds of China’s oil imports: 
Saudi Arabia, Angola, Iran, Russia and Oman). However, the proportion of its energy Beijing buys from 
the Middle East is declining. Conversely, relations between China and Iraq have developed, not only as 
regards imports but also as regards Chinese investment in Iraq. Imports from Latin America are also 
increasing. And this need to diversify is clearly pushing China into Russia’s arms. 

In a world where nothing is stable any more, all of this inevitably has a political impact. Indeed, the 
expectation a few years ago was that China’s state of energy dependency since the 1980s (when the 
country became a net importer) would prompt Beijing to flex its geopolitical muscles in the Middle East. 
However, the situation is not so clear: here again, Chinese policy is focused on diversifying its 
partners.  

It’s true that the Middle East is increasingly important to Beijing’s international policy, and is one of the 
regions where investment under the “Belt and Road Initiative” has been growing fast over the past few 
years (though, by total amount, the Middle East is still a secondary investment region). It has also long 
been known that China and Saudi Arabia have shaped a win-win relationship of the kind that Beijing is 
keen to promote as a new international standard. Chinese construction firms play an important role in the 
Kingdom, in exchange for which the latter builds refineries in China, without human rights issues getting 
in the way of negotiations. And this relationship has not stopped Beijing working with Iran…  

Port access is also a key issue in the Middle East, as it is in all regions targeted by Chinese investment. 
For example, the port of Dubai has become a major logistical hub for China, with over 200,000 Chinese 
nationals reportedly living in the Emirates. And as for Egypt, President Sisi has travelled to Beijing more 
times than he has to Washington. Not to mention Israel, which is also discreetly playing China’s game, 
with Beijing involved in redeveloping the ports of Ashdod and Haifa. 
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However, the issue of strategic diversification is also pertinent to Russia’s energy policy, with a 
critical geo-economic dimension. Although Russian trade is dominated by Gazprom’s exports to 
Europe, with Europe itself keen to reduce its dependence on Moscow, the Kremlin is looking to diversify. 
It is from this perspective that the Power of Siberia pipeline matters – a pipeline which, it should be noted, 
was constructed on schedule by a country that usually struggles to complete major infrastructure projects 
on time…  

Meanwhile, the question of LNG as a source of diversification is just as relevant to Russia, half of whose 
output is already exported to Japan and South Korea. Last April, Russia’s Energy Minister said the 
country’s market share in this sector could rise from 6% in 2018 to almost 20% within 15 years. 
Furthermore, it is this ambitious target that prompted the government to partly deregulate exports in 2013, 
allowing Novatek to secure a key position (and, of course, to get itself on the US sanctions list!). For 
Russia, LNG brings in less currency than other energy sources but promises local development for the 
Murmansk, Yamal and Yakutsk regions. It is also a powerful lever for developing economic and diplomatic 
relationships. 

The opening of this pipeline is thus about much more than the start of a new gas trading 
relationship. It is an important geo-economic signal aligned with both Chinese and Russian policy on 
energy diversification and, more broadly, marks the advent of a new geo-economics of energy in the 
region.   

Tania Sollogoub 

tania.sollogoub@credit-agricole-sa.fr 

 

 

  



The point of view  

Russia: “The taps are open” 
 

 

 

 

 n°19/221 – 18 December 2019 3 

Consult our last publications  
 

Date Title Theme 

12/12/2019 Italy monthly digest Italy 

04/12/2019 Low interest rates: apprehending the incomprehensible, accepting powerlessness Europe, UEM 

29/11/2019 United Kingdom – What can we expect from the December elections? UK 

27/11/2019 The sanest way to analyse the trade war  World 

19/11/2019 The lunch break in an age of innovation  Sectorial 

19/11/2019 Italy - 2019-2020 Scenario: growth struggling to pick up again Italy 

15/11/2019 Italy – Economic Environment: Macroeconomic review  Italie, macroeconomic 

13/11/2019 Argos the hundred-eyed giant World 

05/11/2019 Italy – Residential real estate Italy, estate 

05/11/2019 Lebanon: a delayed Arab Spring Lebanon 

05/11/2019 Italy – Monthly News Digest Italy 
 

 
 
 
 

Crédit Agricole S.A. — Group Economic Research 

12 place des Etats-Unis – 92127 Montrouge Cedex 

Publication Manager and chief Editor: Isabelle Job-Bazille  

Information center: Dominique Petit - Statistics: Robin Mourier 

Contact: publication.eco@credit-agricole-sa.fr 

Access and subscribe to our free online publications: 

Internal Website: https://portaileco.ca-sa.adsi.credit-agricole.fr/en  

Website: http://etudes-economiques.credit-agricole.com 

iPad: Etudes ECO application available in App store platform  

Androïd: Etudes ECO application available in Google Play 

 

This publication reflects the opinion of Crédit Agricole S.A. on the date of publication, unless otherwise specified (in the case of 
outside contributors). Such opinion is subject to change without notice. This publication is provided for informational purposes 
only. The information and analyses contained herein are not to be construed as an offer to sell or as a solicitation whatsoever. 
Crédit Agricole S.A. and its affiliates shall not be responsible in any manner for direct, indirect, special or consequential damages, 
however caused, arising therefrom. Crédit Agricole does not warrant the accuracy or completeness of such opinions, nor of the 
sources of information upon which they are based, although such sources of information are considered reliable. Crédit Agricole 
S.A. or its affiliates therefore shall not be responsible in any manner for direct, indirect, special or consequential damages, 
however caused, arising from the disclosure or use of the information contained in this publication. 

 
 

 
 
 

https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Decembre/Italy-Monthly-News-Digest
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Decembre/Low-interest-rates-apprehending-the-incomprehensible-accepting-powerlessness
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/United-Kingdom-What-can-we-expect-from-the-December-elections
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/The-sanest-way-to-analyse-the-trade-war
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/The-lunch-break-in-an-age-of-innovation
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Italy-2019-2020-Scenario-growth-struggling-to-pick-up-again
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Italy-Economic-Environment-Macroeconomic-review
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Argos-the-hundred-eyed-giant
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Italy-Residential-real-estate
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Lebanon-a-delayed-Arab-Spring
https://etudes-economiques.credit-agricole.com/en/Publication-EN/2019-Novembre/Italy-Monthly-News-Digest
file://///Casnas100.ca-sa.local/../../_ECO%20NEWS/Modèle/publication.eco@credit-agricole-sa.fr
https://portaileco.ca-sa.adsi.credit-agricole.fr/en
http://etudes-economiques.credit-agricole.com/
http://itunes.apple.com/fr/app/etudes-eco/id541057013?mt=8
https://play.google.com/store/apps/details?id=fr.creditagricole.etudeseco

