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Iranian OQil Exports to China Hit
874,000 Bpd In August

China imported Iranian crude
at an average daily rate of
874,000 barrels last month, S&P
Global Platts data shows, and,
according to the agency, these
will start declining now, with
the August number representing
the peak.

Loading data for delivery this
month suggests that China
imports of Iranian crude
will average 581,000 bpd in
September

Despite this expected decline,
China has said it will continue
to do business as usual with
Iran, including in oil, despite a
promise that Beijing officials
made toa U.S. delegation last
month that Chinese refiners
will not increase their intake of
Iranian crude further. In light of
the escalating trade war between
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China and the United States, it’s anyone’s guess how willing the
Chinese will be to keep this particular promise.

Asforhow Chinese refiners would continue buying crude from Iran
without attracting sanctions from the Department of treasury, one
way would be by using tankers owned and insured by the National
Iranian Oil Company. Another, less public way would be to accept
illegal shipments that Iran has suggested it could resort to under
sanctions.

Sinopec, China’s and the world’s largest refiner, is one company that
will continue buying Iranian crude despite sanctions because “the
company’s business will be hurt if it has to suspend imports from
Iran,” S&P Global Platts quoted a Sinopec executive as saying last
week. What’s more, inafiling with the U.S. Securities and Exchange
Commission, Sinopec said “Since we have performance obligations
under our Iran-related contracts in 2018, we are contractually
required to continue our [purchases].”

Sinopecis the biggest Chinese buyer of Iranian crude, utilizing two-
thirds of the total. PetroChina is another big buyer, taking
in about one-tenth of total Chinese imports from Iran,
and it recently boosted its capacity for refining Iranian
blends. The third-largest buyer of Iranian crude in China
is a trader, Zhuhai Zhenrong, which then sells it on to local
refineries.
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Asiapetchem
shares fall as

new

round of
US-China

tariffslooms

SINGAPORE (ICIS)--Shares
of major Asian petrochemical
firms were trading mostly lower
on thursday, tracking declines
in global equities this week, as
investors were wary about the
potential impact of a fresh round
of US tariffs on Chinese goods.
Japan’s Mitsui Chemicals fell
0.25% and JXtG Holdings was
downby 0.97% as the benchmark
Nikkei 225 Index dipped 0.46%
t022,477.51.

In South Korea, LG Chem was
down by 0.56%, while in taiwan,
Formosa Petrochemical Corp
(FPCC)was 1.21% lower.

In Hong Kong, the Hang Seng
Index fell by 0.58%at27,087.15.
In southeast Asia, thailand’s
Ptt Global Chemical was down
by 0.63% and Malaysia’s
PEtRONAS Chemicals Group
inched up by 0.53%.

The public consultation period for
the latest round of proposed US
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tariffs on $200bn additional Chinese good ends on 6 September, and
they could technically take effect immediately thereafter. Itis not yet
clearifthe tariffs will be setat 10% or 25%.

this third round of US tariffs would represent a further escalation ofthe
Trade war between the world’s two-biggest economies, which began
exactly two months ago.

On 6 July, the US fired the first shot by imposing 25% tariffs on $34bn
worth of imports from China, followed by another round of tariffs
slapped on additional $16bn Chinese goods on23 August —towhich
Chinahasresponded in kind.

Anumber of Chinese petrochemical products are included in the
second round of US tariffs, with finished plastics included in the third
round.

“Ifthese additional US tariffs go though, then Beijing will likely
retaliate with additional 5-25% tariffs on $60bn of imports from the
US, which implies nearly all of US goods exports to China (based on
2017 data) will be subject to tariffs,” Singapore-based UOB Global
Economics & Markets Research said in anote.

China’sretaliation so far to the US tariffs implemented so far this year
has nearly exhausted the range of US imported goods that could be
penalised, said Charles Duman, an analyst at London-based research
firmtS Lombard.

The proposed 25% tariffs on the bulk of US imports from China would
damage China’s trade enough to provoke over the next six months or
soofafurther 15% depreciation of the Chinese yuan (CNY), ontop of
the near-8% decline since May, Duman said.

“Suchashiftinrates would create
major problems for Japan and
Korea, and for the emerging-
market world in general that has
already seen a number of rivets
popping (turkey, Argentina, soon
Brazil perhaps),” he said.

“Even the euro would probably
be pulled down in sympathy,
partly as a typical ‘risk-off’
reaction, partly by impaired
exportcompetitiveness.”

the US on 5 September reported
Thatits July trade deficit widened
further to $50.1bn from the
$45.7bn in June, marking the
biggest monthly increase in
almost 3.5 years. The trade deficit
with China in July hit a record
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$36.8bn even after US puttariffs on Chinese goods.
Thedirecteconomic effects of the US-China tariff dispute have been
limited so far, S&P Global Ratings said in anote late on Wednesday.
“that may be about to change as the countries escalate their rhetoric
—and their actions — in what could soon be a full-blown trade war,”
theratings firm said.

An escalation to the trade war with the imposition of the 25% tarift
could shave roughly one percentage point of US GDP by 2021,
according to S&P Global Ratings.

For China, the loss to GDPwould be around six-tenths of one percent,
itsaid.

“Attempts to help those hurt by globalization via higher tariffs or
other forms of protectionism, even if well-meaning, will raise
prices and hurtall consumers, especially poor and middle-class
families,” said S&P Global Ratings’ US senior economist Satyam
Panday.

“Not to mention damage the competitiveness of companies that
import raw materials and components from other countries and
folks who work in export industries.”



European PVC prices remained
steady for CIS markets in September

Negotiations on European polyvinyl chloride (PVC) prices for September delivery to the CIS markets
have begun this week. European producers, in most cases, rolled over the August export prices, according
to the ICIS-MRC Price Report.

September contract price of ethylene was agreed at the level of August, which did not affect the net cost
of PVC production.

Taking this into account, European producers announced the rollover of the August export PVC prices
for supplies to the markets of the CIS countries in September, while, in some cases, a€5 reduction inprice
was reported.

The demand for PVC from the main consumers from the CIS countries is low. Some European producers
shut their capacities for turnaround in July and August, and there were equipment interruptions at some
plants in August.

Allthese factors continue to affect the export quotas of some producers. Negotiations on August shipments
of suspension polyvinyl chloride (SPVC)to the CIS markets were held in the range of EUR 730-790/tonne
FCA (free carrier), whereas deals were done in the range of EUR740-790/tonne FCA a month earlier.
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Can Oil Demand Really Peak Within S Years?

Oil demand could peak as soon as five years from now.

Predicting the point at which the world reaches peak oil demand has become something of a cottage
industry. the estimates range, but tend to fall somewhere around 2030 or later. However, two new
predictions —just out this week — put peak oil demand as soon as the 2020s, perhaps around 2023,
much faster than almost anybody is predicting, not least oil companies and their investors.

A new report from the Carbon tracker Initiative says that a combination of technology, policy
and “necessity” will translate into a peaking of oil demand in the 2020s. By necessity, Carbon
tracker refers to the need to transition to cleaner energy on environmental grounds and the drive to
avoid the geopolitical pitfalls of energy dependence. Moreover, the “emerging market leapfrog”
ultimately means that oil demand destruction could happen sooner than many people think.
“The motor of change now lies in the emerging markets, which is where all the growth in energy
demand lies,” the Carbon tracker report argues. “they have less fossil fuel legacy infrastructure,
rising energy dependency, and are anxious to seize the opportunities of the renewables age. We
believe it highly likely therefore that emerging markets will increasingly source their energy
demand growth from renewable sources not from fossil fuels.”

The adoption of renewables at such a blistering rate will only be possible because costs continue
to fall. Carbon tracker argues that the rate of adoption for solar PV, wind, batteries and electric
vehicles will follow an “s-curve,” referring to a period of slow growth that suddenly morphs into
a steep growth curve after it passes a certain threshold.

The rapid adoption of clean technologies will force a peak in fossil fuel demand. “It’s nota
scenario; it’s just obvious,” said Kingsmill Bond, new energy strategist and author of the Carbon
tracker report, according to the Wall Street Journal.



More than 30% of global maritime
crude oil trade moves through the
South China Sea

Major crude cil trade flows in the South China Sea (2016)
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Source: U.S. Energy Information Administration, based on Clipper Crude Data Service and IHS EDIN
Note: Click to enlarge. totalincludes small flows (less than 0.1 million barrels per day) not shown on map.

The South China Seais amajor trade route for crude oil,and in 2016,
morethan 30% of global maritime crude oil trade, or about 15 million
barrels per day (b/d), passed through the South China Sea.

More than 90% of crude oil volumes flowing through the South
China Sea in 2016 transited the Strait of Malacca, the shortest sea
route between suppliers in Africa and the Persian Gulf and markets
inAsia, making itone ofthe world’s primary oil transitchokepoints.
In addition, a significant amount of crude oil (about 1.4 million b/d)
passes through the strait on its way to Singapore and the west coast of
Peninsular Malaysia, where it is refined before transiting the South
China Sea in the form of petroleum products.

The South China Sea is a major trade route for the Middle East,
which accounted for more than 70% of'total South China Sea crude
oil shipmentsin2016. Saudi Arabiais the largest source of crude oil,
making up almost one-fourth of crude oil volumes traversing the
South China Sea. More than half of Saudi Arabia’s global crude oil
shipments traveled through the South China Seain2016.

Before the lifting of United Nations sanctions on Iran’s crude oil
exports in January 2016, Iran relied heavily on Asian markets for
most of its exports. After the sanctions were lifted, Iran could once
again exportcrude oil to Europe. However, the South China Searoute
stillaccounted for 52% of Iran’s crude oil exports in 2016.
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Inadditionto Middle Eastern and
North African volumes, some
regional countries bordering the
South China Sea contribute to
the overall shipments of crude
oil through the region. Indonesia
and Malaysiatogetheraccounted
for 5% of crude oil loadings that
passed through the South China
Seain 2016 and 2% of crude oil
receipts. Most of the crude oil
from these countries that passes
through the South China Sea
is exported to other countries.
However, some intra-country
trade also crosses the southern
portion of the South China Sea
as cargoes move between eastern
and western ports within each
country.

Singapore accounted for 2% of
crude oil loadings that passed

through the South China Sea in
2016and 1% ofcrudeoilreceipts.
Although Singapore does not
produce crude oil, it is a major
hub for refining crude oil and for
storing and transshipping crude
oil and petroleum products. In
2016, 95% of Singapore’s crude
oil exports passed through the
South China Sea. Most of these
volumes originally came from
the Middle East, and about half
went to China.

The three crude oil importers
with the largest volumes passing
through the South China
Sea—China, Japan, and South
Korea—collectively accounted
for 80% of total crude oil
volumes transiting the South
China Seain2016. About 90%
of China’s 2016 maritime crude
oil shipments were transported
through the South China Sea.
China’s crude oil imports have
increased substantially over the
past few years as aresult of the
country’s robust energy demand
growth and stagnant crude oil
production, and the country
recently surpassed the United
States as the world’s largest
crude oil importer. A significant
portion of these incremental
volumes that are sent to northern
China from eastern Russia by
pipeline and by shipping vessels
does not pass through the South
China Sea.

About 90% of the crude oil
imported by Japan and South
Korea was shipped through the
South China Seain2016. Most
of Japan’s and South Korea’s
imports are from Middle Eastern
suppliers and are transported
through the Straitof Malaccaand
then the South China Sea.
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have proposed the formation
of'aregulatory authority and,
thankfully, the parliament has
approved the proposal. The
government will thus take
the required steps to establish
the regulatory body, and the
problem will be remedied soon.
However, determining the seats
of'the regulatory authority is
a challenges in its own right.
Based on our research, the
regulatory authority should
consist of representatives of
the government, the private
sector, the legislative system,
and academics along with
the representatives of the
consumers. Besides, it is of
paramount importance that the
regulatory authority is never
controlled or influenced by the
government so as to remain
completely impartial while
making decisions.

What is your outlook in
general for the energy
industry in Iran, and what
are your strategic priorities
for the year ahead?

We do not have a negative
view of the future at all,
because the private sector is
truly hard-working, and our
track record for the past 15
years supports this claim.
We have been experiencing
growth year after year. We
began by exporting negligible
amounts, and the combined
value of our export amounts to
billions now. As such, we are
fairly optimistic, especially
if a regulatory authority is
formed in the true sense of the
word. Another objective for
the 2019 is that we will change
the way our industrial units
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acquire their input materials.
We completely disagree with
the competitive or auction-like
systems currently in place. the
final products can be present in
the exchange market, though the
raw materials are not present in
the exchange market anywhere
else in the world. We hope to
resolve this issue, too, with the
help of relevant authorities.
Another plan is holding the
first downstream exhibition of
oil, gas, and petrochemical
industry. The Iran Oil Show
takes place in May each year.
OPEX participates in it, and
the booths of our members
take up one or two halls.
However, as the audience
of that exhibition are more
keen on the public sector, not
enough attention is paid to us

as the private sector. therefore,
as approved by our board of
directors, we will establish
our own annual exhibition in
February as OPEX is mature
enough to hold its independent
annual exhibition. As of this
moment, the Iran Chamber of
Commerce (ICC), the tehran
Chamber of Commerce, the
National Iranian Oil Company
(NIOC), and the Industrial
Development and Renovation
Organization (IDRO) have
expressed their support. [ am
optimistic thatifthe regulatory
authority is established and the
problems hindering the private
sectorare tackled, we can even
double our export by 2020,
given our remarkable track
record.

Something strange happened
last week: Russia’s largest
independent gas producer,
Novatek, surpassed in market
value state behemoth Gazprom
for the first time ever. Yet, as
strange and possibly even
unnatural as this may seem to
some more casual observers
of the Russian gas market,
Novatek’s value has been rising
consistently over the last years
while Gazprom’s has kind of
stagnated.

The most obvious difference
between the two is ownership.
Gazprom is majority owned by
the Russian state. this means
it caters mostly to its interests
rather than the interests of its
minority shareholders, as
Bloomberg’s Elena Mazneva
and Dina Khrennikova note in
arecent story. [t also means the
company undertakes projects
with uncertain returns as a
state company, and private
shareholders like certain
returns. So, that’s one reason for
Novatek’s appeal right there:
it’s private. It is also a lot more
focused on LNG than Gazprom.
The world seems to be firmly
on its way to an energy era in
which LNG will feature a lot
more prominently than oil or coal
as the fuel of choice for power
generation, heating, and even
transport in the maritime sector.
Liquefied natural gas is in huge
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demand fromalot of industries.

Shell’s latest LNG Outlook says LNG demand will grow at a
compound annual growth rate of 4 percent between 2017 and 2035.
this compares to total gas demand growing at halfthat rate over the
period. Among the reasons Shell gives for this higher growth are
the advantages of LNG over natural gas transported via pipelines,
including geopolitical issues, pipeline disruptions, and supply and
demand uncertainty.

Novatek 1s the world’s eight-largest public gas producer in terms
of output. It accounts for 9 percent of Russia’s gas production and it
liquefies a lot of it at its Arctic LNG—officially Yamal LNG—plant,
with an annual capacity of 17.4 million tons. It shipped the first cargo
atthe end of last year, and Novatek is already planning Arctic LNG 2,
in which French total has boughta 10-percent interest.

Total is also a shareholder in Novatek (19 percent), along with CNPC
and the Chinese Silk Road Fund. Arctic LNG 2 will have a capacity of
19.8 million tons of LNG annually. So, that’s 37.2 million tons of LNG
capacity thatis planned to be operational in the mid-2020s. this initself
isreason enough to invest in Novatek.



How has membership in OPEX
developed since its inception in
2003?

We began 15 years ago with a
few members and humble
means, though now we have
approximately 330 member
companies, who are large,
medium, and small-sized
businesses active in various
subsectors of the industry. Our
largest members are the likes of
Behran Oil and Pasargad Oil.
OPEX, itself, is not involved in
any form of commerce or trade;
it has no revenues and runs no
business of its own. this union
functions as a headquarters
to resolve the problems of the
producers and exporters of
oil, gas, and petrochemical
products. Our members are
organized in seven different
committees: lubricants and
oils, bitumen, paraffin and
wax, petrochemical products,
gas and chemical products, and
swap, transit, and bunkering as
well as the newly established
merchants’ committee. Led by
their elected management team,
these committees meet once a
month. In each meeting, after
introducing the most pressing
problems, the committees hold
long discussions and come to
different conclusions. Ultimately,
the outcome is reported to the
secretariat for taking practical
measures. Furthermore, both
small companies and industry
giants may have representatives
in the committees. Our members
are dramatically different in
terms of their size and revenue,
and OPEX strives to address the
problems of all these companies.
We have a member company
whose annual export exceeds
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the Business Year talks to Saied
Rafeiefar, Secretary General of
Iranian Oil, Gas, and Petrochemical
Products Exporters’ Union (OPEX),
on the exports share of OPEX

members, establishing the regulatory

authority, the outlook and strategic
priorities for the year ahead

USD100 million, and we also have a member company that hardly
exports USD1 million per year. Regardless of their sizes, however,
our member companies have a notable influence when combined
together. We are currently working on statistics that show that
members of OPEX have a much larger share of exports than non-
members.

What can the most recent changes tell us about overall
developments in Iran’s oil and gas sector?

As a general principle, any unexpected fluctuations will have a
negative impact on the production and exports. The idea that the
devaluation of Iran’s rial boosts exports is a misconception. What
exporters truly need is stability with a gentle rate of growth—for
example, an increase of 10-15% in prices throughout the year.
Anything more extreme or any unexpected leaps in prices will
certainly undermine the production and export.

How do you assess the growth over the past year for oil and gas
exports?

Based on our raw data, approximately 75-80% of'the oil, gas, and
petrochemical exports are done by OPEX members. In the case of
petrochemical products, our members account for approximately
48% of'the volume of all exports; however, the percentage is much
higher for bitumen, paraffin and wax, and lubricants and oils. I
can only speak about the exports of OPEX members, and we have
certainly experienced growth between 2016 and 2017. Our members

exported USD6 billion worth of different products in2016. However,
according to the official statistics released by Islamic Republic of
Iran’s Customs Administration, the figure is approximately USD6.5
billionin2017.

How does the Exporters’Union supportits membersin this context?
We support exports in two ways. First, whenever, an unexpected
problem arises, the union gets involved and starts negotiating the
matter with the relevant authorities until the problemisresolved. For
example, werecently came across an issue for the export ofbitumen,
and OPEX tackled the problem by getting in touch with highly ranked
authorities in the Ministry of Petroleum. Nevertheless, some issues
such as legislation need long-term plans. Once more, we can use
bitumen as an example; the export of bitumen was notexempted from
tax in the past, though thanks to nearly a year of negotiations with
different governmental organizations, tax exemption was granted
lastyear.

How do you ensure Iran’s competitive status as an exporter ata
globallevel?

In the private sector, we often propose attractive options to our
foreign customers such as competitive prices, resilience in payment
arrangements, and superior quality, depending on the preferences of
the customer. For example, a customer from Afghanistan often looks
for certain options, while a customer from Europe may be keen on
adifferent option, say, packaging. As such, we always arrange our
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offers in a manner that suits the
demands of the target market.

Which products make up the
bulk of your exports and from
whatgeographies do you expect
demand to comein 2018?

Our overall export amounts
to USD6.5 billion, and
petrochemical products
account for the largest share,
followed by gas and chemical
products, bitumen, lubricants
and oils, and paraffin and wax.
We do not expect this order to
change anytime soon. Given the
unreasonable sanctions that may
return, we prefer to do business
with our neighbors, as well
as Southeast Asian countries,
Africa, Eastern Europe, China,
and India, which has always
been a great customer. All in
all, we should be realistic about
our situation and prioritize our
business with these countries.

How are you working to
safeguard the sustainability of
Iran’s oil and gas sector?

In order to have sustainable
growth, we need excellent laws
and regulations. In addition, we
need a high quality of production
appropriate for export. Right
now, many of our industrial
units suffer from a lack of
organization, because there is no
guarantee that they will receive
theirraw materials on time, noris
itclear how those materials will
be priced. the key for prosperity
in exports lies in the formation
ofaregulatory authority. As the
exporters’ union, we are striving
to establish this regulatory body,
since many of issues hindering
our progress arise from the
absence of such an entity. We
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