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DISCLAIMER

This presentation, including a hard copy of these slides, the information communicated during any delivery of the presentation, both oral and written, and any question and answer session and any document or material distributed at or in

connection with the presentation and all information contained therein including any information provided by or obtained from third parties (together, "Presentation") has been prepared by PJSC Gazprom and its consolidated subsidiaries

(together, the "Company") solely for the purpose of presenting information about the Company to a number of parties who have expressed an interest in obtaining information about the Company. By attending the presentation, you agree to

be bound by the following terms. This Presentation may not be reproduced, retransmitted or further distributed to the press or any other person or published, in whole or in part, for any purpose. Failure to comply with this restriction may

constitute a violation of the applicable securities laws. This Presentation does not constitute or form part of any offer or invitation to sell or issue, or any solicitation of any offer to purchase or subscribe for, any shares or other securities

representing shares in the Company, nor shall it, any part of it or the fact of its Presentation or distribution form the basis of, or be relied on in connection with, any contract or investment decision. No reliance may be placed for any purposes

whatsoever on the information or opinions contained in this Presentation, or any other material discussed at the presentation or on its completeness, accuracy or fairness. The information in this Presentation should not be treated as giving

investment advice. To the extent available, the industry, market and competitive position data contained in this Presentation come from official or third party sources. Care has been taken to ensure that the facts stated in this Presentation are

accurate, and that the opinions expressed are fair and reasonable. However, the contents of this Presentation have not been verified by the Company. To the extent third party industry publications, studies and surveys generally state that the

data contained therein have been obtained from sources believed to be reliable, but that there is no guarantee of the accuracy or completeness of such data. Accordingly, undue reliance should not be placed on any of the industry, market or

competitive position data contained in this presentation. The information contained herein is subject to change without notice. None of the Company or any of its managers or directors are under an obligation to update or keep current the

information contained in this Presentation. Accordingly, no representations or warranties of any kind are made by any person as to the accuracy of such statements, estimates or projections, or that any of the events expressed or implied in

any such statements, estimates, opinions or projections will actually occur. The Company is not under any obligation, and expressly disclaims any intention, to update or revise any such statements, estimates or projections. No statement in

the Presentation is intended as a profit forecast or a profit estimate. Neither the Company, any third party, nor any of their respective directors, officers, partners, employees, agents, affiliates, representatives or advisors, accept any duty or

responsibility to you, whether in contract or in tort (including without limitation, negligence and breach of statutory duty), misrepresentation, restitution or otherwise (in each case whether caused by negligence or otherwise) and shall, to the

fullest extent permissible by law, not be liable in respect of any loss, damage or expense of whatsoever nature, howsoever caused, whether by any use you may choose to make of the Presentation or any reliance placed upon the

Presentation or its contents or which is otherwise consequent upon the provision of the Presentation to you.

This presentation includes "forward-looking statements," which include all statements other than statements of historical facts, including, without limitation, any statements that are preceded by, followed by or include the words "targets,"

"believes," "expects," "aims," "intends," "will," "may," "anticipates," "would," "plans," "could" or similar expressions or the negative thereof. Such forward-looking statements involve known and unknown risks, uncertainties and other important

factors beyond the Company's control that could cause the actual results, performance or achievements of the Company to be materially different from future results, performance or achievements expressed or implied by such forward-

looking statements. Such forward looking statements are based on numerous assumptions regarding the Company's present and future business strategies and the environment in which the Company will operate in the future. By their

nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or may not occur in the future. Accordingly, any reliance you place on such forward-looking statements

will be at your sole risk. These forward-looking statements speak only as at the date as of which they are made, and neither the Company or any of its respective agents, employees or advisors intends or has any duty or obligation to

supplement, amend, update or revise any of the forward-looking statements contained herein to reflect any change in the Company's expectations with regard thereto or any change in events, conditions or circumstances on which any such

statements are based. In addition, even if the Company's results of operations, financial condition and liquidity and the development of the industry in which the Company operates are consistent with the forward-looking statements contained

in this Presentation, those results or developments may not be indicative of results or developments in future periods. The information and opinions contained in this Presentation are provided as at the date of this Presentation and are subject

to change without notice. No person is under any obligation to update or keep current the information contained herein.
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CHINA GAS MARKET OUTLOOK. KEY QUESTIONS

SATISFYING THE DEMAND BOOM RESTS ON DOMESTIC PRODUCTION AND IMPORT DEVELOPMENT

Demand and sources of supply: trends to watchChina gas supply mix - long-term outlook

LNG imports:

How will China’s LNG import strategy develop?

Pipeline imports:

How will Power of Siberia change China’s market?

Unconventional gas production: 

Will we witness a shale “boom” in China?

Conventional production:

Is China’s gas production growth sustainable?

LNG imports

PIPE

CONVUNC

LNG

Source: Wood Mackenzie

Gas demand:

Where will demand growth be concentrated?



DEMAND. STRONG FUNDAMENTALS

CHINA TO HAVE CROSS-SECTORAL GAS GROWTH WITH RUSSIAN PIPE GAS TARGET MARKETS SHOWING STRONG INCREASE IN DEMAND

Regional and sectoral features of gas demand growth in China

China’s energy market and 

economy fundamentals will 

support consumption 

growth and strong demand 

for new pipeline supply 

from Russia

• China’s expected growth in gas demand will be driven by both governmental support and 

by strong sectoral and regional fundamentals :

― A need for incremental gas supply in economically developed regions with high pollution;

― A switch to gas across the whole China’s economy, with power, heating, residential & 

commercial being the largest contributors due to coal-to-gas switch program.

• Regions targeted by the Power of Siberia pipeline (PoS) will experience different growth 

dynamics. This is down to uneven economic development between regions. Beijing and its 

neighboring regions will experience the most dramatic growth, where Russian pipeline gas 

is expected to be the most competitive imported supply source. On the other hand, the 

North-Eastern regions, with their comparatively low new gas demand, will be mostly 

satisfied with Russian gas in the absence of a comparable alternative supply.  

Forecast of Chinese regional gas demand by 2030

Sources: Wood Mackenzie, IНS Markit
*2018 base year

For purpose of this slide Taiwan is not shown on the map
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DOMESTIC PRODUCTION. FRAGILE GROWTH

2020 CRISIS MAY LEAD TO UPSTREAM CAPEX UNDERINVESTMENT AND PRODUCTION GROWTH RATE DECLINE 

2020 crisis and its expected influence on China’s domestic production 
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Massive budget cuts 

announced by China’s 

NOC could lead to output 

growth rate slow-down 

and further increase 

import dependency

• Despite a certain time-lag, China’s domestic gas production strongly correlates with global 

oil prices.

• When oil prices are stable and high, gas production in China shows strong growth, on 

occasion even reaching double digit figures.  

• After the 2014 oil price collapse, China’s gas production growth rate dramatically 

decelerated, falling to negative numbers in the 3rd quarter of 2016. 

• Following this pattern, the 2020 oil price collapse may lead to the decline in the production 

growth rate and further speed up the rise of import dependency. 

Relationship between Chinese domestic gas production and global oil prices  
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Beijing

Shanghai

UNCONVENTIONAL PRODUCTION. SHALE “BOOM”?

CHINA’S SHALE GAS PRODUCTION WILL FALL SHORT OF TARGETS AND WILL HAVE LIMITED INFLUENCE ON GAZPROM’S SUPPLY 

Shale gas development in China: influence on Russian pipeline supply China’s shale gas production outlook
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• China’s shale gas production (<15 bcm in 2019) satisfied about 5% of China’s domestic gas 

demand.

• 13th FYP target (30 bcm by 2020) is overly ambitious: 2020 production volumes will hardly 

reach 20 bcm. 2030 goals are even more “optimistic”. 2030 forecasts range –

from 44 (bearish) to 57 (bullish) – reflects uncertainty about the prospects of the industry. 

The share of shale gas in China’s consumption might reach 8-11% by 2030 .

• Shale gas will be consumed locally (Sichuan province) and within Eastern China (Shanghai). 

These shale gas consuming regions only partly coincide 

with Russian pipeline gas target markets. 

Shale gas will likely remain 

a «local» story with limited 

influence on supply mix and

Russian pipeline gas 

exports to China even in 

the long-term

Russian pipeline 

gas target regions

Regions consuming

shale gas

“Competition” regions
30 bcm by 2020

80-100 bcm by 2030

Sources: Wood Mackenzie, IНS Markit, Thomson Reuters, NDRC *Bullish – IНS Markit 2019 **Bearish – Wood Mackenzie H2 2019

Key shale gas 

production centers
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PIPE IMPORTS. POWER OF SIBERIA: GAME-CHANGER

COMPETITIVE IMPORTS VIA POWER OF SIBERIA WILL STRENGTHEN CHINESE APPETITE FOR NEW SUPPLY OF RUSSIAN PIPELINE GAS

Power of Siberia is a win-win for both buyer and sellerPower of Siberia (PoS) supply competitiveness (Q1 2020 China Customs data)

• Competitive oil-linked contract formula and short transport distance (compared to Central Asian 

gas) makes Power of Siberia (PoS) gas supply one of the most competitive import supply 

sources in all target regions: North-East, North (Beijing), East (Shanghai). 

• According to China Customs data, in Q1 2020 PoS helped CNPC to “breakeven” in North-East 

and North (Beijing) region (no supply to Shanghai yet). This makes PoS one of the most 

desirable import sources for CNPC, who has been reporting losses on gas imports under legacy 

pipeline and LNG oil-linked contracts. A return on investment for Gazprom combined with no 

further losses for CNPC can be referred to as the so-called 'golden mean' of this deal.

• In 2019, PetroChina reported losses associated with gas imports ($4,4 bln total or ~$70 per 

1000 cm; 23% higher than in 2018). Due to pricing regulations and the high cost of delivering 

imported gas to consumption centers, PetroChina has been unable to turn a profit on its import 

operations. This may change with the further development of pipeline imports from Russia.

Russian pipeline gas is the 

preferable import source for 

CNPC, guaranteeing 

high nominations and high 

utilization rate of the PoS 

pipeline
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Local citygate gas price benchmark

Production breakeven / China Customs border price Q1 2020**

Transport fee (regas for LNG*)

Sources: Wood Mackenzie, IНS Markit, 

Thomson Reuters, China Customs 

*In case of LNG no distribution fee included

**JKM average in Q1 2020 for LNG (spot)
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LNG IMPORTS. GROWING EXPOSURE TO SPOT

WHILE EXPOSURE TO VOLATILE LNG MARKET GROWS, CHINESE BUYERS WILL NEED A MORE STABLE PIPE SUPPLY AS A BASELOAD

China’s LNG procurement strategy and midstream reformChina LNG import prices and spot purchases
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Average China LNG landed price

Spot share in LNG imports

Экспоненциальная (Spot share in LNG imports)

• China's LNG average landed price, mainly based on long-term contracts, effectively 'smoothed 

out the peaks and troughs' of Asian spot price (JKM) volatility in 2015-2018.

• However, against the backdrop of the Asian spot prices meltdown since 2018, the differential 

between average LNG landed prices and Asian spot prices dramatically increased to the level 

of up to $5/MMBtu in 2020. 

• In response to the spot price decrease, Chinese buyers have stepped-up spot purchases, 

whose share has raised from 10-20% in 2015-2016 to the level of 30-40% of LNG imports in 

2020. China is expected to continue to intensify spot purchases as long-term contracts expire. 

• In the future, China will be even more exposed to LNG market volatility as midstream reform 

unveils and new buyers with small LNG portfolio increase their activity in the LNG market both 

through their own terminals and PipeChina infrastructure. 

Trend (spot share in imports)

China will become 

more exposed to the

liquid LNG spot market 

as spot purchases increase 

and midstream reform 

gains momentum
Sources: Wood Mackenzie, 

IНS Markit, Thomson Reuters 2015 2020* 2025

LNG terminals development forecast

New importers

*As beginning of 2020, speculative
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CHINA GAS MARKET OUTLOOK. CONCLUSIONS

GAZPROM’S PIPELINE EXPORTS ARE EXPECTED TO BECOME A MAJOR NEW SUPPLY SOURCE TO THE FAST-GROWING CHINA’S MARKET

China gas supply mix – long-term outlook

LNG imports

Pipeline imports

Conventional production

Demand and sources of supply: findings

LNG imports:

China will be more exposed to volatile spot market

Pipeline imports:

PoS to become win-win project for Gazprom and CNPC

Unconventional gas production: 

Shale development will barely influence supply balance

Conventional production:

Output growth rate may decline due to external factors 

Gas demand:

PoS target markets to become centers of demand growth
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FOR YOUR ATTENTION

Power of Siberia construction site. Gazprom


