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Karaj, Madar square, danesh amooz
Boulevared, super star building,
3rd stair, number 11

www.expressmotoroil.com
www.petronikanco.com



Motor Oll Company

Rahravan

www.Rahravanoil.com
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Dayan Lubricants Supply CO.

We supply and distribute
various types of finish products S
and raw materials as belows : "' "i

JE |
* Special Industrial Lubricants and el
Greases ( Hydraulics, Turbine, Compressor,
Gear Oils, Transformer Oils and ... )

* Diesel & Gas Engine Qils

* Additive Packages for Engine & Industrial Oils

* Additive Single Components Such as PETRO

TEN, PPD, Vii and ... P The Name You Trust
- Exclusive Agent in IRAN

_ ; * Various Kinds of Base A
Cyea ) Cybows S Oils Group I, I, I, V and ... 7

CAYAN t8 -an . authorized reseliar of Shell branded
Industrial lubricamts and gresses in IRAN. We supply

tested and certified Shell products.
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Address: No.12, 8th St South Piroozan St., Shahvak Gharb,
Tehran, lran . P.O.BOX: 1466615611 '
DYN

& algl alde Vi L saljaule e gd e plis lal adle pyo oSl ol g0 Tal: +98 21 86 56 40 00 Fax: +98 21 88 56 40 40
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www. credit-oil.com

www.dayanoilco.com info@dayanoilco.com
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The Oil Price Risk
Analysts AreIgnoring

The“Polar Silk Road” Could
BeA Game changer For
Natural Gas
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Qil prices have given up some of the gains from last week’s oil tanker attack in the Gulf of Oman,
with recession fears outweighing geopolitical tension and the risk of supply outages.

“The response of oil prices to the latest escalation in the Middle East has been comparatively
subdued given that 30% of global oil shipments pass through the Strait of Hormuz and only a
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small proportion of this total
could be rerouted through
pipelinesin the event of
a conflict,” Commerzbank
wroteinanote.

Tensions between the U.S.
and Iran continue to rise with
American officials stating
thata military optionremains
onthetable. Iran said that it
would step up enrichment
of uranium and may breach
the limits laid outin the 2015
nuclear deal in response to
American sanctions.

The possibility of another
catastrophicwarinthe Middle
Eastis atits highestinrecent
memory, but the oil markets
are largely shrugging off the
risk, instead training their
sights on the deteriorating
economy. Nearly half of CFOs
surveyed by Duke University
and CFO Global Business
Outlook see a recession by
mid-2020.

With pessimism setting in, oil
has barely budged, despite
the spikein U.S.-Irantensions.
Hedge fundsand other money
managers stepped up short
bets on WTI by 46 percent for
the week endingonlJune 11,
according to Bloomberg and
CFTCdata. Traders areclearly
bettingonasouringeconomy.
“Outside the United Statesit’s
unmistakable world growth is
slowing down,” Bill O’Grady,
chief market strategist
at Confluence Investment
Management LLC, told
Bloomberg. “The more trade
tensionsarise, the greaterthe
likelihood that growth is slow,
and if Chinese growth slows,
it’snot good for oil.”

Ina new report, Bank of
America Merrill Lynch lowered
its oildemand growth forecast
tojust 0.93 million barrels
per day (mb/d) this year and
1 mb/din2020. “Yet there
isarisk we end up beingtoo
optimistic if the US-China
traderelationship deteriorates
further. Additional tariffs
would likely force us to revise
our numbers lower,” analysts
at Bank of America wrote. The
investment bank lowered its
pricing forecast for WTIl and
Brent for the second half of
2019to $S56 and $63 perbarrel,
respectively, down from $58
and $68. The downdraft
extends into 2020 with Bank
of America predicting Brent to
average just $60 per barreland
WTIS54 per barrel.
“Thereasonoil pricesare going
downisbecausethere’s plenty
of oil, and that’s also true with
alot of commodities,” Tim
Rudderow, who manages
S1.5 billion at Mount Lucas
Management LP, told the Wall
StreetJournal. “There’s not a
shortage of anything.”

The marketis downbeat, butan
even deeperslide is possible.
Bank of America Merrill Lynch
putitthisway: “If Xiavoids G20
and buys Iranian barrels, oil
goesto $40.” In this scenario,
Chinese President Xi Jingping
digsinand resists American
pressure on tariffs, which leads
toanother wave of U.S. tariffs
on Chineseimports. Thatdrags
down the global economy,
thus sinking oil demand.
Meanwhile, Xi may also
decide to continue to buy oil
from Iran, resisting American

pressure onsanctions. Inthat
scenario, Iran’s oil exports fall
by less than expected. The
end resultisanoversupplied
market and oil prices
crashing below $40.Barring
this extreme scenario, Bank
of America said that there
are a few factors that could
help oil markets rebound.
First, the bank expects the
U.S. Federal Reserve to slash
interestratesthreetimesover
the next 12 months. Then,
of course, OPEC+ will extend
the production cuts, helping
to keep surplus oil off of the
market. Finally, the Trump
administration could back
down from its trade war with
Chinainthe wake of a global
economy hitting the skids.
The first two factors — OPEC+
cuts and a dovish turn by
the Fed —seem reasonably
likely. But Trump’s trade war
with China shows no signs of
slowingdown, despite the raft of
bearishnews. Incommentsover
the weekend, U.S. Commerce
Secretary Wilbur Ross seemed
to lower expectations of a
breakthrough with China.

“I think the most that will
come out of the G-20 might
be an agreement to actively
resume talks,” Mr. Ross said in
a WSlJinterview Sunday. “At the
presidential level they’re not
goingto talk about the details
of how do you enforce a trade
agreement.”

“The most that might come is
new ground rules for discussion
and some sort of schedule for
when detailed technical talks
mightresume,” Ross added.
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AMajor Existential ThreatIs
Arising For Natural Gas

Two recent explosions at hydrogen fueling stations may have soured the fuel’s reputation, but there is
increasingly optimisticsentiment forit, withtwo reports last week claiming it willhave animportantrole
toplayinthe energy mix of tomorrow.
One of these, led by the UK Institution of Engineering and Technology, said hydrogen could come to
replace natural gas asafuel for heatinginthe country.
“Weare nowinapositiontoseriously considerthe viability of using hydrogeninthe UK’s gas grid for use
by homesandbusinesses which could significantly contribute tothe decarbonisation ofthe UK’s energy
sector,” the lead author of the report, Dr. Robert Sansomsaid ina pressrelease.

The fascinating partis that the hydrogen would be produced from natural gas: a process called gas

reforming. Thismeanshydrogen
will not exactly replace natural
gas, but rather become a gas-
derived fuel to be used for
heating. However, as is so often
the case, the hydrocarbon-free
alternative—hydrolysis—is too
expensive to apply atthe large
scale needed to produce fuel to
heatthe 85 percentof UKhomes
that currently use natural gas.

In all fairness, the authors
note, “Hydrogen has not been
deployed at scale anywherein
the world and so any proposal
will need to compensate for
this lack of experience. We
know hydrogen produces no
carbon emissions when burned
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butitisalsoimportantto fully
investigate and understand the
overall environmental impact
a switch to hydrogen is likely
to make. It’s fundamental that
these areas, as well as others
identified in the report, are
comprehensively addressed
before a programme of
large-scale deployment is
considered.”

In other words, for now, the
stated benefits of hydrogen,
evenifitis derived from natural
gas, which kind of compromises
thezero-emissions purpose, are
more theoretical than practical.
It will be a while before the
switch from gas to hydrogen

begins.

Yet practical improvements of
existing hydrogen technology
arebeingmadeaswell. Recently,
ateam of scientistsannounced
animproved hydrogen tank
that could make the fuel more
popularamongdrivers. Japan,
one of the largest energy
importersinthe world, wantsto
build a “hydrogen society” and
is spearheading the hydrogen
drive.

The latest to come on board
with the hydrogenideaisthe
International Energy Agency,
which on Friday released
areport, which was—no
coincidence—releasedinJapan

during the G20 summit. The
report says “Hydrogen can help
to tackle various critical energy
challenges, including helping to
store the variable output from
renewableslikesolarPVandwind
tobetter match demand. It offers
ways to decarbonise a range of
sectors—including long-haul
transport, chemicals, andiron
and steel—where itis proving
difficult to meaningfully reduce
emissions.”

To enable these, the IEA offers
four principal directions of work,
including turning industrial
ports into “nerve centers”
for the launch of larger-scale
hydrogen use; utilizing existing

infrastructure to transport it;
expanding the use of hydrogen
asafuelinroadtransportation;
and launching trade routes for
thefuel.

As good as all this sounds, the
reportagreeswithwhatthe UK’s
IET researchers say: producing
hydrogen from anything but
fossil fuels is prohibitively
expensive at the moment.
And that’s not all. Hydrogen
productionisnotemission free.
“Today, hydrogen is already
being used on anindustrial
scale, butitis almost entirely
supplied from natural gas and
coal. Its production, mainly
for the chemicals and refining

industries, isresponsible for 830
milliontonnes of CO2 emissions
peryear. That’s the equivalent
of the annual carbon emissions
of the United Kingdom and
Indonesia combined,” the IEA
reportsaid.

There are several ways to
eliminate these emissions,
whetherthrough carboncapture
and storage or by producing
more hydrogenfromrenewable
power. But,onceagain, theseare
moretheoretical scenariosthan
processesthat couldbeenabled
atthis pointintime. For now, in
otherwords, hydrogen remains
more of an energy equivalent of
an exoticfruit.
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The Straitof Hormuzis the world’s most

important oil transit chokepoint
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There are limited options to bypass the Strait of Hormuz. Only Saudi Arabiaand the
United Arab Emirates have pipelines that can ship crude oil outside the Persian Gulf
and have the additional pipeline capacity to circumvent the Strait of Hormuz. At the
end of 2018, the total available crude oil pipeline capacity from the two countries
combined was estimated at 6.5 million b/d. Inthatyear, 2.7 million b/d of crude oil
moved through the pipelines, leaving about 3.8 million b/d of unused capacity that
could have bypassed the strait.

Based ontankertrackingdatapublished by ClipperData, SaudiArabiamovesthe most
crude oiland condensate through the Strait of Hormuz, most of which is exported to
other countries (lessthan 0.5 millionb/d transited the straitin 2018 from Saudi ports
inthe Persian Gulfto Saudiportsinthe Red Sea).

EIA estimates that 76% of the crude oil and condensate that moved through the
Strait of Hormuz went to Asian markets in 2018. China, India, Japan, South Korea,
and Singapore were the largest destinations for crude oil moving through the Strait
of Hormuz to Asia, accounting for 65% of all Hormuz crude oil and condensate flows
in2018.

Cipadafing plpalines that bypass the Stralt of Heamiuz, 2018
rriilion basals piv iy

The Strait of Hormuz, located
between Oman and Iran,
connects the Persian Gulf
with the Gulf of Oman and the
ArabianSea. TheStraitof Hormuz
isthe world’s mostimportant
oil chokepoint because of the
large volumes of oil that flow
through the strait. In 2018, its
daily oil flow averaged 21 million
barrels per day (b/d), or the
equivalentofabout21%ofglobal
petroleum liquids consumption.
Chokepointsare narrowchannels
along widely used global sea
routes that are critical to global
energy security. The inability of
oiltotransitamajor chokepoint,
even temporarily, can lead to
substantial supply delays and
higher shipping costs, resulting
in higher world energy prices.
Although most chokepoints can
be circumvented by using other
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routes that add significantly to
transit time, some chokepoints
have no practical alternatives.

Volumes of crude oil,
condensate, and petroleum
products transiting the Strait of
Hormuz have been fairly stable
since 2016, when international
sanctionson lranwere lifted and

Iran’s oil production and exports
returned to pre-sanctions
levels. Flows through the Strait
of Hormuz in 2018 made up
about one-third of total global
seaborne traded oil. More than
one-quarter of global liquefied
natural gas trade also transited
the Straitof Hormuzin 2018.

Fipeiing name Couniry Capacity Throughpat Unused capacity
Petrabns (East-YWesl Pisalng Sl Arabia L] 21 29
Abu Dhakl Cride 08 Pipsding Liridsd Arab § midstas 15 1 0w
AbgadigeY mnba Matural Das Liguids

Fipising i Arabis .3 0.3 0.
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Source: U.S. Energy Information Administration, based on ClipperData, Saudi Aramco bond
prospectus (April 2019)
Note: Unused capacity is defined as pipeline capacity thatis not currently used but can be readily
available.

In2018, the United Statesimportedabout 1.4 millionb/d of crude oiland condensate
from Persian Gulf countries through the Strait of Hormuz, accounting for about 18%
oftotal U.S. crude oiland condensate imports and 7% of total U.S. petroleum liquids
consumption.
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Source: U.S. Energy Information Administration, based on Short-Term Energy

Outlook (June 2019), ClipperData, Saudi Aramco bond prospectus, Saudi Aramco

annualreports, SaudiPorts Authority, International Group of Liquefied Natural

GasImporters,and U.N. Conference on Trade and Development

Note: LNGis liquefied natural gas; Tcfis trillion cubic feet
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Oil Market Report: 2020 vision

In this Report, we publish our first outlook for 2020. As we do
so, volatility has returned to oil markets with a dramatic sell-off
in late May seeing Brent prices fall from $70/bbl to $60/bbl.
Until recently, the focus has been on the supply side with the
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familiar list of uncertainties
—Iran, Venezuela, Libya, and
theVienna Agreement—lifting
Brent prices above $70/bblin

early April and keeping them
there until late May. Not that
supply concerns have gone
away: yesterday oil prices
initially increased by 4% on
news of the attacks on two
tankers in the Gulf of Oman,
before easing backsslightly.
Now, the main focus is on
oil demand as economic
sentiment weakens. In May,
the OECD published an outlook
for global GDP growth for
2019 0of 3.2%, lower than our
previous assumption. World
trade growth has fallen back
toits slowest pace since
the financial crisis ten years
ago, according to data from
the Netherlands Bureau of
Economic Policy Analysis and
various purchasing managers’
indices.

The consequences for oil
demand are becoming
apparent.In1Q19, growth was
only 0.3 mb/d versus a very
strong 1Q18, the lowest for
any quartersince4Q11. The
main weakness was in OECD
countries where demand
fell by a significant 0.6 mb/d,
spread across all regions. There
were various factors:a warm
winterinJapan, aslowdownin
the petrochemicalsindustryin
Europe, and tepid gasoline and
diesel demand in the United
States, withthe worseningtrade
outlookacommonthemeacross
allregions. In contrast, the non-
OECDworldsawdemandrise by
0.9mb/d, although recent data
for Chinasuggest that growthin
Aprilwas alacklustre 0.2 mb/d.
In2Q19, we see global demand
growth 0.1 mb/d lowerthanin
last month’s Report. For now

though, there is optimism that
the latter part of this yearand
next year will see animproved
economic picture. The OECD
sees global GDP growth
reboundingto 3.4%in 2020,
assuming that trade disputes
are resolved and confidence
rebuilds. This suggests that
global oil demand growth will
have scope torecover from 1.2
mb/din2019to 1.4 mb/din
2020.

Meeting the expected
demand growth is unlikely to
be a problem. Plentiful supply
will be available from non-
OPEC countries. The US will
contribute 90% of this year’s
1.9mb/dincreasein supplyand
in 2020 non-OPEC growth will
be significantly higherat 2.3
mb/d with US gains supported
byimportantcontributionsfrom
Brazil, Canada, and Norway.
Later this month, Vienna
Agreement oil ministers, faced
with short-term uncertainty
over the strength of demand
and relentless supply growth
from their competitors, are due
todiscussthefate of theiroutput
deal.

Ministers will note that
OECD oil stocks remain at
comfortable levels 16 mb
above the five-year average.
However, they will also note
that althoughin 1Q19 weak
demand helped create a
surplusof1.1 mb/d, in2Q19
the marketisin deficit by an
estimated 0.4 mb/d, with the
backwardated price structure
reflecting tighter markets.
This deficitis partly due to the
fact thatin May the Vienna
Agreement countries cut

output by 0.5 mb/d in excess
of their committed 1.2 mb/d.
In 3Q19, the market could
receive further support from
anexpected pick-upinrefining
activity.

Recently, high levels of
maintenance in the US and
Europe, low runsin Japan
and Korea, and fallout
from the Druzhba pipeline
contamination contributed
to weak growth in global
refining throughput. This
could be about to change:
according to our estimates,
crude runsin August could be
about4 mb/d higher thanin
May. This might cause greater
tightnessin crude markets,
particularly for sour barrels
ifthe Vienna Agreement is
extended and thereis no
changein the situations in
Iran and Venezuela. Of course,
much dependsonthestrength
of oildemand laterin the year.
A clear message from our first
look at 2020 is that there is
plenty of non-OPEC supply
growth available to meet
any likely level of demand,
assuming no major geopolitical
shock, and the OPEC countries
aresittingon 3.2 mb/d of spare
capacity. Thisis welcome
news for consumers and
the wider health of the
currently vulnerable global
economy, as it will limit
significant upward pressure
on oil prices. However, this
must be viewed against
the needs of producers
particularly with regard
toinvestmentin the new
capacity that will be needed
inthe medium term.



Iran Won’t Leave OPEC

Iran has no intention of
leaving OPEC despiteits being
treated like an enemy by some
members, Oil Minister Bijan
Zanganehtold a parliamentary
news site as quoted by Reuters.
Zanganeh did, however, note
thatthe organization was being
turnedinto a political forum.
“Iran has no plans to leave
OPEC...and regrets that some
members of OPEC have turned
this organizationinto a political
forum for confronting two
founding members of OPEC,
meaning Iran and Venezuela,”
he said, adding “And two
regional countries are showing
enmity toward us in this
organization. We are not their
enemy but they are showing
enmity toward usand (they)
use oil as a weapon against
usinthe global market and
world.”

Although the official did not name the two countries, these are
most likely Saudi Arabia and its sidekick the UAE. Both countries
were quick to assure markets they would step in to fill the oil
production gap that the U.S. sanctions against Iran would leave
after the end of the waivers in May. This has further increased
tensions with Iran, already running high as Tehran and Riyadh
wrestle for more influenceinthe Middle East.

Iran’s oil exports, according to data cited by Reuters, may have
fallen to just 400,000 bpd last month, less than half of exports
in April. The United States had given eight countries six-month
waivers to continue buying oil from Iran after it re-imposed
sanctions on the Iranian oil industry in November. The United
States, however, pursued a maximum pressure campaign against
Iran last month and put an end to all sanction waivers for all
Iranian oil buyers, beginning in May.

The latest move in this policy was adding Iran’s largest
petrochemicals company to the list of sanctions on Iranian
entities, citing accusations that it supported the Revolutionary
Guard—earlier this year Washington designated the
Revolutionary Guard a terrorist organization.

Yet Tehran seemsto be finding ways around the sanctions.

“We have thought about confronting America’s actions and
constantly have found and will find new ways and anyway thisis a
war where we are standing strong and will not retreat,”Zanganeh
told the parliamentary website, ICANA.
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The No.1 Reason Why Investors Are
Shunning Energy Stocks

BEL-Sel FEE WAR BREAKS OUT IN ETFS

The uncertainty aboutthe U.S.-Chinatradetensionandthe future
of global oildemand for therest of the year have resulted in many
investors staying away from energy exchange traded funds (EFTs)
inrecent months, ETF analysts told CNBCin aninterview.

Those investors willing to pour money into energy ETFs would
need “somewhat of a steel stomach to step back into this
marketplace,” Matthew Bartolini, managing director and head
of SPDR Americas Research at State Street Global Advisors, told
CNBC

According to the expert, the whole energy sector is weak right
now and the earnings reports of many oil and gas companies for
the first quarter didn’t shine, and only a handful of firms beat
expectations.

Volatile crude prices and weak refining margins led to lower
earnings at all five oil supermajorsin the first quarter of 2019,
suggesting that Big Oil shouldn’t stay complacent several quarters
after the industry emerged from one of the worst downturnsin
ageneration.

Bartolini said that drilling companies may be a better bet than
oilfield services companies, even though drillers are more
exposed tothe spot price of oil, soafund like SPDR S&P Oil & Gas
Exploration & Production ETF (XOP) could have a “negative skew.”
“But, again, if we get areprieve from these trade tensions, that
higher sensitivity could be a benefit to those investors willing to
take on that higher volatility,” Bartolini told CNBC.

The SPDR S&P Oil & Gas
Exploration & Production ETF
has dropped 14.6 percentin
the pastmonthand 10 percent
inthe last three months,
although year to dateit’s up
0.93 percent. Over the past
year, the fund’s performance
isa34-percentdecline.
According to CFRA’s
senior director of ETF and
mutual fund research,
Todd Rosenbluth, the
midstream Global X MLP
& Energy Infrastructure
ETF could be a good bet
right now, as well as
funds featuring large-
cap companies like
Exxon and Chevron with
stableincome and strong
fundamentals such as
Energy Select Sector SPDR
Fund and Vanguard Energy
Index Fund ETF Shares



The“Polar
Silk Road”
Could Be
AGame
changer For
Natural Gas
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It’s been well over a year
since the then-United States
Secretary of Defense Jim Mattis
accused Russia and China of
being “revisionist powers”
each working its way toward
making a power grab on the
world stage and announced
that the U.S. would be shifting
itsinternationalrelations focus
away from fighting terrorism
and instead prioritize what
Mattis referred to as a "great
power competition." Now,
17 months later, it looks like
Mattis’ nightmaresare coming
true as Russia and China
have increasingly worked

togetherin defiance of the
Trump administrationinakind
of diplomatic ‘marriage of
convenience’.

Just this month, Chinese
President XiJinping made his
eighth official visit to Russia
inatrip highly publicized in
both Russian and Chinese
media. “This year marks
the 70th anniversary of our
diplomatic ties and China’s
ties with Russia are deepening
at atime of profound change
inthe global geopolitical
landscape,” remarked former
Chinese ambassadorto Britain
MaZhengang, as quoted by the

South China Morning Post.

One of the most current
examples of this newly
strengthened relationship
between Beijing and Moscow
isanew jointventure between
state-owned shipping
corporations in Russia and
Chinato create a “Polar Silk
Road” in the Arctic Sea. a
year ago, officials in Beijing
announced that China would
be pursuinginvestmentacross
the Arctic Route to encourage
commercial shipping through
the northern passage asa part
of the country’s Belt and Road
Initiative. Belt and Road is a
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massive undertakinginvolving
investments programs worth
trillions of dollars, which will
gotoward connecting Asiaand
Europebysea, rail,androad to
promote more trade between
the continents.

This week, reporting by the
Wall Street Journal this week
tells us that “Chinais breaking
into Arctic transport through
a joint venture between
the country’s biggest ocean
carrier, Cosco Shipping
Holdings Co., and its Russian
counterpart PAO Sovcomflot
to move natural gas from
Siberia to Western and Asian
markets.” Both China and
Russia are members of the
Arctic Council, which the Wall
StreetJournal describesas “an
intergovernment forum which
considers developmentissues
and sailing rights as the polar
ice recedes” before going on
to say that China, in particular,
has “made investment [in
Arcticshippinglanes]apriority
to advance its energy and
shippinginterests”.

The new venture will ship
liqguefied natural gas from
central northern Siberia’s
gargantuan Yamal LNG project
toalaundrylist of destinations
including Northern Europe,
Japan, South Korea, and China.
The initiative will begin with a
fleet of a dozen ice-breaking
tankers, and Cosco’s China
Shipping LNG Investment
Co. will reportedly operate
another nine tankers.

“We [China] imported about
57 million tons of LNG last
year and we are looking fora
steady supply of around four

million a year coming from
Yamal,” a Chinese shipping
executive told the Wall Street
Journal. “Wealsolookto move
container ships through the
northernsearouteaswarming
temperatures melt the ice
making it easierto navigate.”
Thismove comesonthe back of
months of Russian gas flooding
European markets, keeping
gas priceslow, exacerbatingan
already-existing gas glutinthe
continent, and at least partially
edging the United States
out of the European natural
gas market. As reported
by Bloomberg, experts
at Citigroup surmise that
Russia’sincreased shipments
of natural gasto Europe are
a kind of stress test for the
United States. A Citigroup
report says that Russia is
intentionally keeping gas
prices low because Moscow is
likely “testing the response of
the global gas marketinalow
price environment, especially
U.S.LNG export elasticity.”
Now that Russia is
strengthening its natural
gas trade with China on top
of its aggressive flooding of
European markets with its
cheap liquefied natural gas,
the United States has more
cause for concern than ever.
Especially when taking
into consideration that
China’s thirst for natural
gasis “almost infinite” as
ittriesto move away from
its long legacy of dirty
coal-based power and its
middle class continues
to boom, along with its
demand for energy.
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