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Key points: 

 Opinions about recent oil prices.  

 The influence of China’s economic situation on the energy market.  

 The influence of new normal of the energy market in Asia and the world 

at large.  

 The influence of America’s shale gas company bankruptcy on the energy 

market.  

 Will the fossil fuel consumption proportion drop significantly during 

China’s Thirteenth Five Year Plan period? 

 How do Chinese enterprises think China should develop and use shale 

gas? 

 How to build energy partnerships? 

 

Synopsis:  

 

Opinions about Recent Oil Prices 

Vasliliy SAVIN noted that it is hard to predict oil prices. Although the 

international community is pessimistic about oil price trajectory, many 

enterprises still remain positive. Currently, many countries do not have 
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favorable conditions or financing and face a lot of competition. Oil market 

will be reshaped and subject to fluctuation. According to some analysis, by 

2017, oil price will reach 70$/barrel. Oil prices will have a slow recovery and 

a gradual increase.  

Zhang Yuqing said that prediction about oil price is quite difficult. As of now, 

no one can be 100% sure. I personally think the oil price drop this time is 

different from that in 2008, because the cause in 2008 was financial crisis 

while this time the cause is oversupply. Given America’s shale gas reform 

and Iran’s return to the oil market, in the coming 2 to 3 years, oil prices will 

not increase by a large margin. It is likely to fluctuate between 40$/barrel and 

50$/barrel. 

Alexander MACHKEVITCH noted that different organizations have different 

considerations about the oil price. I am personally conservative about oil 

price rise. The oil price will basically remain the same with the current level 

but will not exceed the current level by 10%-20%. At present, Kazakhstan 

still consumes a large amount of coal, so the oil price will not have great 

impact in Kazakhstan. Development of coal will continue to be on the 

increase.  

Zhang Tingke noted that he comes from the electric industry and is not an 

expert in oil price trajectory. Currently, the loosening of global energy supply 

and demand may become a new normal. After the 2008 financial crisis, 

energy supply and demand has had only a slow growth. Energy supply and 

demand can be characterized by three aspects: first, energy utilization will be 

more diversified. With the growth of the economy and advances in 

technological innovation and energy development, people will use more new 

energy, including nuclear power. Second, ecological and environment 
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protection will put a constraint on energy development and especially 

utilization of fossil fuel energy. Third, low carbon and clean energy will be 

the general trend. In 2020, China’s renewable resources, excepting hydraulic 

power, will account for 9% of the total. In the long term, the era of low oil 

price may have already come around.  

Aset MAGAUOV noted that since this year, the research institute of 

Kazakhstan Energy Ministry is releasing energy report on a quarterly basis. A 

recent report predicted the oil price trend in recent years especially in the 

short term: in this year, the oil price will reach 60$/barrel. In two years, it 

will return to 80$/barrel. This tallies with our prediction. Over the long term, 

there will be an increasing number of projects, but if there is not sufficient 

investment, it will lead to insufficient oil production. Energy is a 

capital-intensive industry and oil development will remain the main line. In 

the short term, it is possible that the price will be between 70$/barrel and 

80$/barrel. Oil is more and more persistent in the direction of petrochemical 

development. We should have a rational judgment. In the future, the oil price 

will expectedly reach between 80$/barrel and 100$/barrel. 

 

The Influence of China’s Economic Situation on the Energy Market 

Zhang Yuqing said that the thirteenth Five Year Plan is also studying the 

energy development planning. In the initial study results, energy policies will 

uphold innovation & coordination, and sharing & openness; in the energy 

sector, reforms should be carried out in such areas as production, 

consumption, technology and system. In short, first we should stick to the 

development strategy that prioritizes conservation. Energy development 

should be carried out in the whole process of social development and the 
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overall energy consumption should be kept under rational control. Second, 

we should focus on the domestic market. We should take China’s domestic 

energy market as the main supply channel, increase reserve development and 

enhance international cooperation. Third is green and low carbon. Clean 

energy is the main direction. We should make efforts in lowering the 

proportion of coal and increase that of clean energy, including natural gas. 

Fourth is innovation-driven development. We should improve the scientific 

development system for energy and give full play to the role of the market. 

We should strengthen energy innovation and increase input in science and 

technology. We should implement major energy projects to improve the 

overall development level of China's energy. 

Zhang Xin noted that from the perspective of enterprises, the dominant 

position of fossil fuels in the primary energy sources will not change, despite 

the fact that renewable energy is being constantly developed. We are 

confident about the future. We also maintain a positive attitude about 

high-quality energy projects.  

Zhang said that we are cautiously optimistic about recent oil prices and 

believe that supply and demand are the basic factors. Chinese economy at the 

new normal stage has put oil consumption and overall demand within a 

certain range. World economy is having a sluggish recovery and the supply 

and demand will not undergo a big change. Here we did not take geopolitical 

politics and international speculation into consideration. Energy industry 

requires technological innovation. Now is a good opportunity to lower cost 

and make investment and merger. All in all, energy industry is an important 

pillar of Chinese economy and the world at large.  
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Aset MAGAUOV said that Kazakhstan is not only an inland country but also 

an important part of the global economy. Kazakhstan owes its oil and gas 

development to China’s economic growth and the influence of Europe. 

Turkmenistan’s new oil pipelines now under construction also need 

something from us. The global imbalance of supply and demand makes it 

impossible for oil price to return to the original level. Enterprises should 

spend more efforts in scientific and technological innovation and oil and gas 

service companies should relax the prices. Supply and demand will gradually 

recover equilibrium. As demands grow, oil prices will also recover. We 

should have comprehensive development of new oil reservoirs, and increase 

their exploitation of oil and gas resources. Kazakhstan is making great efforts 

in using renewable energy and at the same time reduces the proportion of 

coal in oil consumption. Kazakhstan hopes to enhance cooperation with 

China to open up new markets. In a word, China is always am important oil 

export market for Kazakhstan and its importance is on the rise. Chinese 

economic development and cooperation are very important to Kazakhstan.  

Alexander GABUYEV said that China’s economic new normal and 

economic development are very important to Russia. Each week, expert or 

quasi-expert high-level seminars are conducted to study this. China still has a 

great demand for energy. During the study, we had three questions, which 

still have not been clearly answered so far. First, how is China’s economic 

development going? For example, this year, its economic growth rate is 6.9%, 

lower than the 10% for previous years, and is even much slower than the real 

growth rate. Second, what kind of impact will China’s regulation and 

legislations on environmental protection bring to its economy? China’s 

existing enforcement system is definitely not the best. Will China truly 

reduce its consumption of traditional energy in its development? The third 
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question is how is China’s reform on energy prices going? Two years ago, 

the price of natural gas was not very high. Even though market system was 

introduced, it was not so successful. Russia hopes that China will maintain its 

development momentum but is also doubtful that it will be as high as the past 

years. These questions increase the uncertainty about how the Russian 

economy will forge ahead.  

 

The Influence of New Normal of Energy Market in Asia and the World 

at Large. 

Aset MAGAUOV said that Kazakhstani experts believed that the impact of 

shale oil and shale gas on the energy prices is temporary, but America’s shale 

gas reform has already brought about many changes. Development of shale 

gas will pose some environmental problems. For instance, America chooses 

to develop it in the sparsely-populated area. This also brings some insights on 

the development of world shale gas market. Currently, 70% of the oil well 

drilling or similar infrastructure facilities are either on shutdown or cut back. 

The rest have adopted new technologies, especially the innovations in 

horizontal drilling technology or horizontal well technology. The decline in 

supply of shale oil and gas is not as dramatic or obvious as we have imagined. 

Shale oil and gas will have lasting effects. Oil and gas service companies will 

change their prices accordingly. Kazakhstan has predicted the oil prices, but 

Oil and gas service companies offered services at a lower price so as to 

reduce production cost. We see that the recovery of oil and gas production 

will take time. We should push reforms in various areas and at the same time 

pay equal attention to ecological and environmental protection. We should 

explore and develop it in sparsely-populated areas so as not to affect people’s 
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living. Only after meeting these requirements can we start to develop oil and 

gas resources. At the same time, China is also an important mining place. 

Kazakhstan will strictly comply with the laws and regulations on 

environmental protection, and will balance different interests between the 

economy and the environment. 

 

The Influence of America’s Shale Gas Company Bankruptcy on the 

Energy Market 

Vasliliy SAVIN said that the new technological revolution can be exploited, 

too. For example, the United States shale gas revolution allows new 

technologies to be widely used. Originally, 11% of American enterprises 

were burdened with debts from the development of shale gas, but thanks to 

technological revolution and innovation, the debts have been resolved. It is 

learnt that China ranks third in the world in oil reserve. How to ensure that 

environment is not damaged in the process of producing shale gas? In general, 

this is a good thing for Kazakhstan, Ukraine and most of the Eurasian 

Economic Union countries. The Silk Road Economic Belt can bring all 

countries together to sincerely cooperate in infrastructure and the promotion 

of the new technology and new projects. This can not only meet China’s 

demand for energy but also for other things. China is a big energy 

consumption country. New technologies can help solve some socio-economic 

problems, such as work-related diseases and smog. China has long been 

reliant on energy consumption, and the proportion of its service industry and 

tertiary industries is not enough. For Kazakhstan, PPP Public-private projects 

also provide the solutions. Long-term projects for public good can not only 
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improve the situation of the oil and gas industry but also increase people’s 

wellbeing.  

 

Will the Proportion of Fossil Fuel Consumption Drop Significantly 

during China’s Thirteenth Five Year Plan period? 

Zhang Yuqing said that China’s Thirteenth Five Year Plan is being 

formulated and the opinions of people from all walks of life are being 

solicited. According to the initial planning, by 2020, the proportion of 

China’s non-fossil fuels consumption will reach 15% and unit GDP energy 

consumption will decrease by 15%, and oil consumption volume will be kept 

at around 5 billion tons. In order to achieve these goals, we should vigorously 

promote clean energy, including natural gas, especially renewable energy 

sources. In terms of natural gas, we will step up conventional natural gas 

exploration and development. As for shale gas, China is taking measures to 

increase the exploitation and development efforts. Personally, I am optimistic 

about the development of shale gas in China. Statistics show that, owing to 

the shale gas revolution in the United States, China has begun to attach great 

importance to the exploration and development of shale gas. In 015, the 

United States mined about 420 billion cubic meters of shale gas, accounting 

for more than 51% of the U.S. shale gas production. In recent years, the 

Chinese government and enterprise have increased the efforts at popularizing 

the science and technology of shale gas in terms of finance and science and 

technology. In 2013, China's shale gas production is less than 200 million 

cubic meters. In 2014, the figure is 1.2 billion. In 2015, it reached 4.5 billion 

cubic meters. Even though there is still a big gap in the volume with U.S., it 

is growing very fast. China is one of the few countries in the world to have 
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realized commercial production of shale gas. In the process of developing, 

China attaches great importance to environmental protection. Currently, 

China's shale gas extraction is mainly concentrated in Sichuan and 

Chongqing, where the terrain is very complex, but we still pay attention to 

environmental protection. Apparently, during 13th Five-Year period, shale 

gas development will speed up.  

 

How Do Chinese Enterprises Think China Should Develop and Use 

Shale Gas? 

Zhang Xin said that internationally, low oil prices are not favorable for the 

development of shale oil and gas. Since the price of natural gas is lower, only 

some shale oil and gas companies could have survived. Through a series of 

adjustment measures, they can have a good development. In view of China’s 

situation, according to estimates, China has very rich shale oil and gas 

reserve. China's large oil companies make prudent investment and production 

in shale gas development under the guidance of the national energy policy. 

Very few private enterprises participate and operate with special care. 

Because exploitation of shale gas has strict technical requirements, huge 

capital investment, and harsh environmental conditions, it has restricted the 

development of China's shale gas. In general, we should gradually increase 

investment under the guidance of national macro policies when the oil prices 

pick up.  

 

How to build energy partnerships? 
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Alexander GABUYEV said that energy partnerships should be born between 

different partners. For example, there is an old saying in Russia about the 

relationship between sheep and wolves; on the one hand, the wolf needs 

enough food, and on the other hand the sheep want safety. We should build a 

mature model, whereby both the producers and consumers have something to 

achieve and strike a balance between the supply and demand sides. But I 

have not got the right answer. Especially, some enterprises are controlled by 

board of directors or stakeholders. Meanwhile, enterprises also need to 

develop their core businesses. So, I think it will be very difficult. President 

Putin controls most of Russia’s crude oil companies. Notwithstanding, many 

oil company representatives are still discussing how to manage their 

companies. It is the same with Saudi Arabia. Therefore, we do not know how 

to operate this system. Be it upstream or downstream market, how to make 

both sides benefit remains the key. I also noted that enterprises seek 

multi-win outcomes through making donations to the community. As a 

researcher, we still need to study the supply side and demand side to find a 

model that guarantees both sides will make profits.  

Zhang Tingke said that he agrees with vice chairman Zeng Peiyan’s opinion 

about the world financial center and energy center shifting to the east. 

Although the fossil energy will be affected, basically there will not be a big 

change on the supply side, because the Eurasian Continent is rich in oil, 

natural gas, and fossil energy with strong consumption and 

complementarities. We are neighbors with cultural affinity, and China 

Huaneng Group is willing to participate in building an energy partnership.  

Alexander MACHKEVITCH noted that harmony should underpin the supply 

side and demand side. Adam Smith pointed out that “where there is market, 
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there is harmony”. China is playing a very important role in the world. For 

example, China's aluminum production this year will reach 5 million tons; 

iron and steel production has a huge excess capacity, and can reach 100 

million tons this year. Therefore, China should reduce steel production 

capacity. Although some iron and steel enterprises sustain loss, after the cut, 

steel prices will rise, and this will prompt the resumption of production. 

Market is a universal guide. If China decides to exploit shale gas, the decision 

will certainly be made by the government. Once the decision is made, China 

will produce a large amount of shale gas. When we are considering the 

market, we should also consider social justice. If we only emphasize 

production reduction, many people will lose their jobs, which is not realistic. 

The development and utilization of renewable energy is not driven by market, 

but rather supported by the government. Germany has enough financial 

resources to make the proportion of renewable energy in the primary energy 

reach 20%. But not all the countries have the ability to grant subsidies. Will 

China achieve 9% to 10%? If it can be achieved, what kind of government 

should we build to implement it? Conventional energy will continue to 

dominate the energy market in the coming decades. As long as the market is 

regulated, there will be coordination. 

MAGAUOV Aset said that harmony and cooperation are very important for 

both the producer side and the consumer side. Experts do not have a 

consensus on it and it is difficult to reach a common understanding among 

different organizations or stakeholders. The current crisis is not caused by the 

oil industry, but stemmed from the consequences of the economic crisis at the 

end or even the beginning of 90’s. We should try to find out the causes and 

exercise supervision. Regarding substantial exploitation of shale gas, we 

should be fully aware that it is tax stimulus and incentives that drive the 
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development of the industry. Many experts believe that the era of high oil 

prices is over. Whether oil prices can return to their original level remains a 

big question. 

Zhang Yuqing said that about with regard to energy partnership, currently the 

resource countries and consuming countries should strengthen dialogue, 

communication, and enhance mutual understanding, including in the area of 

energy policies. Personally, I think that it is somewhat difficult to establish a 

rule acceptable by all sides, such as for oil and gas prices.   

Zhang Xin said that a mechanism should be established between the supply 

side and consumer side. And regular communications should be maintained 

under such mechanism, as too high or too low oil price is not favorable to 

both sides. This communication mechanism is not only necessary for 

production and supply, consumption and demand, but also required for 

energy security, energy reserves, energy conservation and emission reduction, 

and the improvement of energy efficiency. I am in favor of the establishment 

of such a relationship, but it is not easy to reach an agreement between the 

suppliers and the consumers. We still need this process, in which we resolve 

conflicts and seek opportunities for joint development. 

Bolat AKCHULAKOV said that what 2X2 equals to, buying with five yuan 

and sells at three yuan are jokes among the Stock businessmen. That is to say, 

market decides everything. We do not have a perfect solution to the 

relationship between the supply side and demand side. For example, , there 

are oil producers and consumers in the energy market; the former needs to 

understand the market demand, and reach some consistent agreement with the 

producing country. The supply side and demand side can build a partnership 

through investment made by a third party enterprise, just like the investment 
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of Kazakhstan’s oil and gas service companies. It is a relatively ideal form if 

the producing country and the consumption country share the risks. Of course, 

other options are available. Concerning energy cooperation, if we set aside 

other alternative products and only focus on oil and supervise our foreign 

investors in this respect, it must be inadequate. China is one of a stable 

energy consuming countries, and needs stable supply, too. This also requires 

a balance, which can be achieved, for example, through bilateral cooperation.  


