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Long Term Asian Oil and Gas TrendsLong Term Asian Oil and Gas Trends
Oil demand, imports will drive global marketOil demand, imports will drive global market

TwoTwo--thirds of recent growth, 50% of future growththirds of recent growth, 50% of future growth

Economic growth, rising per capita incomes, motorization ChinaEconomic growth, rising per capita incomes, motorization China

Weak demand management policies, poor production prospectsWeak demand management policies, poor production prospects

China to account for 20% global energy demand growth, largest China to account for 20% global energy demand growth, largest 

incremental oil market (20incremental oil market (20--25% of global growth)25% of global growth)

India oil and gas demand growth second to China in AsiaIndia oil and gas demand growth second to China in Asia

AsiaAsia’’s energy security drive further politicizing global oil market s energy security drive further politicizing global oil market 

Aggravating USAggravating US--China tensionsChina tensions

Will force reshaping of global oil management institutionsWill force reshaping of global oil management institutions

Asia Asia NOCsNOCs, along with other , along with other NOCsNOCs becoming serious competitors, becoming serious competitors, 

potential partners, impacting global oil and gas industrypotential partners, impacting global oil and gas industry
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Asia = 67% Global Oil Demand GrowthAsia = 67% Global Oil Demand Growth
(MBD)(MBD)

WorldWorld AsiaAsia ChinaChina

19901990 1,2291,229 841841 --66
19911991 --4646 597597 158     158     
19921992 733733 963963 252252
19931993 --199199 685685 251251
19941994 1,459         1,1091,459         1,109 232232
19951995 1,1271,127 993993 245245
19961996 1,5231,523 766766 282282
19971997 1,9171,917 843843 263263
19981998 446          446          --364364 112112
19991999 1,6161,616 926926 370370
20002000 904904 808808 568568
20012001 501501 105105 4646
20022002 793793 579579 349349
20032003 1,2481,248 599599 412412
20042004 2,4642,464 1,1091,109 893893

15,714        10,55715,714        10,557 4,4244,424

Source: BP
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Asian Oil Supply and DemandAsian Oil Supply and Demand
(MBD)(MBD)
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AsiaAsia’’s Future Oil Import Needss Future Oil Import Needs
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ChinaChina’’s Oil Imports Risings Oil Imports Rising

Source:  IEA WEO 2004





BeijingBeijing’’s Oil Angsts Oil Angst

•• High prices, tight market aggravating High prices, tight market aggravating ““scarcityscarcity”” fearsfears
•• Growing instability in exporting regions Growing instability in exporting regions –– ME and nonME and non--MEME
•• Terrorism concerns rising Terrorism concerns rising –– producers and transitproducers and transit
•• Heavy dependence on Malacca Straits oil transitHeavy dependence on Malacca Straits oil transit
•• Fears of US strategic, oil domination, Fears of US strategic, oil domination, ““encirclementencirclement””
•• Dominance by western IOCs from US, EuropeDominance by western IOCs from US, Europe
•• Mistrust, rivalries within AsiaMistrust, rivalries within Asia
•• Suspicion of Suspicion of ““ChinaChina’’s rises rise”” peaceful or otherwisepeaceful or otherwise
•• Fear of Chinese oil demand growth, price impact Fear of Chinese oil demand growth, price impact 
•• Increasingly capricious, politicized Russian oil and gas Increasingly capricious, politicized Russian oil and gas 

policiespolicies



ChinaChina’’s Energy Nationalisms Energy Nationalism
National security National security –– top leadership concerntop leadership concern
Zero sum geopolitical approachZero sum geopolitical approach
•• Create strong energy Create strong energy ““National ChampionsNational Champions””
•• Instructed to Instructed to ““Go OutGo Out”” and secure supplies for China and secure supplies for China 
•• Diversified equity stakes in global E&PDiversified equity stakes in global E&P
•• LongLong--term crude and gas supply contractsterm crude and gas supply contracts
•• Pipelines to diversify transit riskPipelines to diversify transit risk
•• Beijing Beijing ““Oil DiplomacyOil Diplomacy”” to secure alliancesto secure alliances
•• Creation of SPR Creation of SPR –– currently four locations being builtcurrently four locations being built

Converging on Persian Gulf, Central Asia, Russia, Africa, Converging on Persian Gulf, Central Asia, Russia, Africa, 
LatAmLatAm
India emulating ChinaIndia emulating China’’s path, provoking Japans path, provoking Japan



Asia and MidAsia and Mid--East ExportsEast Exports
(MMBD)(MMBD)

20012001 20202020 ChangeChange

Total ME  Total ME  16.216.2 25.225.2 9.09.0
AsiaAsia 9.49.4 16.816.8 7.47.4
North AmericaNorth America 2.82.8 3.23.2 0.40.4
Western EuropeWestern Europe 3.13.1 3.93.9 0.80.8
OtherOther 0.90.9 1.31.3 0.40.4

Asia ShareAsia Share 58%58% 67%67%

60% of current ME oil exports go to Asia

80% of future export growth will go to Asia

Source:  IEE Japan 3-04



Oil Aggravating USOil Aggravating US--ChinaChina--TensionsTensions
CNOOCCNOOC--Unocal bid firestormUnocal bid firestorm
Strategic competitors or partners?Strategic competitors or partners?
China distrusts U.S. power over oil suppliesChina distrusts U.S. power over oil supplies
Rising capability to impact key U.S. energy security Rising capability to impact key U.S. energy security 
policies: Iran, Sudan sanctions UN policies: Iran, Sudan sanctions UN 
ChinaChina--Middle East Nexus to growMiddle East Nexus to grow
•• Will challenge US influence in PGWill challenge US influence in PG

Reaching out in Central Asia Reaching out in Central Asia –– SCOSCO
•• Interests appear more alignedInterests appear more aligned
•• But China wants US out of Central AsiaBut China wants US out of Central Asia

Growing Venezuela, Canada involvementGrowing Venezuela, Canada involvement
USUS--China energy dialogue vital to future market China energy dialogue vital to future market 
stabilitystability



Global Oil Institutions Global Oil Institutions -- IEAIEA

IEA reflects 1970s oil demand structureIEA reflects 1970s oil demand structure

Asia and Asia and LDCsLDCs now driving marketnow driving market

China, Asian oil insecurity resulting in China, Asian oil insecurity resulting in ““hoardinghoarding””, , 
scramble for supplies, a la 1973scramble for supplies, a la 1973--7474

China, Asia, China, Asia, LDCsLDCs feel left out of global oil feel left out of global oil 
institutions dominated by USinstitutions dominated by US

Global oil institutions need to be restructured to Global oil institutions need to be restructured to 
reflect new marketreflect new market



AsiaAsia’’s s NOCsNOCs
Driven by national supply security politicsDriven by national supply security politics
Feel excluded, playing Feel excluded, playing ““catchcatch--upup””
Converging on key prospective regions dominated Converging on key prospective regions dominated 
by by IOCsIOCs
Key competitive advantagesKey competitive advantages
•• Willingness to overpayWillingness to overpay
•• Oil diplomacy by home governments Oil diplomacy by home governments –– aid, tradeaid, trade
•• Affinity state NOCAffinity state NOC--NOC dealsNOC deals

Despite weaknesses, are altering competitive Despite weaknesses, are altering competitive 
landscape, further politicizing markets, access to landscape, further politicizing markets, access to 
deals, resourcesdeals, resources



Some ConclusionsSome Conclusions

Asia, China to drive global oil demand, markets, pricesAsia, China to drive global oil demand, markets, prices

Nationalistic, zeroNationalistic, zero--sum scramble for supplies further sum scramble for supplies further 
politicizing global oil marketspoliticizing global oil markets

Asia NOCs inflating prices in global E&P market, altering Asia NOCs inflating prices in global E&P market, altering 
competitive landscapecompetitive landscape

China, Asia to become major force in global energy China, Asia to become major force in global energy 
geopoliticsgeopolitics

IEA and global institutions need reformIEA and global institutions need reform
Major force in Persian GulfMajor force in Persian Gulf
Growing power in Central AsiaGrowing power in Central Asia
Drawing Russia into Asia, closer ties with ChinaDrawing Russia into Asia, closer ties with China
How will OPEC react?How will OPEC react?
US power in oil politics?US power in oil politics?



BackgroundBackground



China Oil Demand and ImportsChina Oil Demand and Imports
(MMBD)(MMBD)

ImpliedImplied
ImportsImports ImportImport

20002000 20042004 20102010 20202020 20202020** ShareShare

ActualActual (BP)(BP) 5.05.0 6.76.7
IEAIEA (9/04)(9/04) 7.97.9 11.611.6 7.17.1 67%67%
DOEDOE (7/05)(7/05) 9.29.2 12.312.3 8.88.8 72%72%
E/W CenterE/W Center (3/05) (3/05) 8.68.6 12.312.3 8.88.8 72%72%
IEE JapanIEE Japan (3/04)(3/04) 7.3        12.07.3        12.0 8.58.5 71%71%
Merrill LynchMerrill Lynch (11/04)(11/04) 10.010.0

* Assumes 3.5 MMBD Domestic Production* Assumes 3.5 MMBD Domestic Production



Source: IEE Japan



Source: IEE Japan



Source: East-West Center



Source: IEE Japan 3-04



Cumulative Gas Demand GrowthCumulative Gas Demand Growth
20012001--20302030
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Asia’s gas demand to nearly triple by 2030
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AsiaAsia’’s Natural Gas Importss Natural Gas Imports
20022002--20302030

20022002 20302030
SE Asia to NE AsiaSE Asia to NE Asia 6969 104104
Persian Gulf to NE AsiaPersian Gulf to NE Asia 2929 5757
Alaska to NE AsiaAlaska to NE Asia 11 00
SE Asia to ChinaSE Asia to China 00 1010
Persian Gulf to ChinaPersian Gulf to China 00 1313
Persian Gulf to IndiaPersian Gulf to India 00 4444
Russia to NE AsiaRussia to NE Asia 00 2222
Russia to ChinaRussia to China 00 1919

Total Total 9999 269269
of whichof which

Persian GulfPersian Gulf 2929 114114
RussiaRussia 00 4141
Southeast AsiaSoutheast Asia 6969 114114

Total Asian gas imports nearly triple
Imports from outside region rise five-fold
Outside import share rises from 29% to 58%

IEA WEO 2004


