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transforming: demand for diesel oil is increasing at a faster
pace than demand for gasoline. This means refineries will need
to restructure their units in order to improve the transforming
capacity (especially the capacity of hydrocracking) of mid
distillate products in added production while improving the
distillation capacity of crude oil. Based on an understanding
of global crude oil resources and the supply—demand situation,
China’ s refining industry should move ahead by fully utilizing
both domestic and international resources.

Analysis: the global gasoline market in 2009
By Wang Yahang, Xu Qing, Zhang @i, China International
United Petroleum & Chemical Co., Ltd. 28

Due to the worsening economic situation, global demand
for gasoline experienced negative growth in 2008. The global
gasoline supply in 2008 was 21.96 million barrels per day
(bpd); demand was 22.07 million bpd. The shortfall has been
reduced from 340,000 bpd to 100,000 bpd. There were gasoline
shortfalls in North America, the Middle East, Latin America
and Africa, while Europe and Eurasia had a substantial
surplus. In 2008, U.S. demand for gasoline dropped from 9.29
million bpd the previous year to 8.97 million bpd; net imports
also fell, from 1 million bpd the previous year to 903,000 bpd.
Gasoline consumption is expected to increase by 0.7% to 9.03
million bpd in 2009; currently, however, the gasoline market
remains sluggish. The United States is a traditional market
for European gasoline exports, and this downturn is forcing
Europe to seek alternative markets. Europe is expected to have
an gasoline surplus of 1.17 million bpd in 2009. In 2009, new
distillation capacity in the Asia-Pacific region will hit 2.01
million bpd, putting pressure on the gross refining profits and
necessitating a search for new export markets. In the Middle
East, a new source of growth in gasoline consumption is the
rapid growth of refined products. In 2009, the global gasoline
supply is expected to remain steady or dip slightly below the
previous year, and demand will remain weak. The price spread
between NYMEX RBOB and WTI will be about US $8/ton.
The global gasoline trade will no longer be confined to a single
path.

The fuel oil market: restoring balance in a downturn
—— Views from the Tenth China 0il Traders’ Conference

By Staff reporter Wang Limin 33

During the past few years, China’s fuel oil market has
shrunk due to the impact of world oil prices. 2008 saw
sharp drops in fuel oil production, net imports and apparent
consumption. In 2009, the domestic fuel oil market will
continue to decline, with a 30% decrease in demand. Volatile
crude oil prices in 2008, followed by the financial crisis,
meant that local refineries experienced a sharp drop in
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operation rate and left many running a deficit. A new policy
on excise for oil products took effect on January 1, 2009. For
local refineries, this meant the cost of fuel oil went up by about
RMB 830 per ton, dealing a heavy blow to production. In the
future, local refineries will have to face industry integration,
and small refineries may be washed out or swallowed by giant
corporations. In 2008, demand for marine fuel oil was stable;
total sales of bonded ship oil for the year were 6.4 million tons,
up 60% year—on-year, making this a bright spot in the 2008
oil market. The future looks bright for intermediary trade in
this area, and three new trade patterns likely to emerge are
all related to bonding. In China, pricing and tax reforms for
refined products are far from complete; conference attendees
recommended that pricing and tax be separated, with market
reforms fully implemented once pricing issues have been
ironed out.
What China can learn from 100 years of energy
conservation in Japan
[nstitute of Energy Economics, Japan
45

In response to the mounting problems of energy supply-

By Shen Zhongyuan,

demand imbalances and environmental pollution, the
Chinese government not only has established a 20% energy
conservation target within the 11th five year plan, but also
issued a series of measures, which have obviously attracted
the world by their seriousness and effectiveness. With a view
to promoting energy conservation effectively over the long
term, this paper summarizes the Chinese energy conservation
policies in recent years. After reviewing Japan’s one—
hundred-year energy conservation efforts and examining
Japan’ s comprehensive energy conservation system, the author
reveals their successes and failures. Finally, the author offers
policy recommendations for China’s future energy-saving
efforts, putting these in the context of the nation’s current
situation.

The future of US-Iran relations and Iran’s climate for
energy investment and trade

By Zhang Jianhua, China International United Petroleum &
Chemical Co., Ltd. 58

With the arrival of the Obama administration, the U.S.
government has shown signs of softening its hard-line stance
on Iran, Cuba and Venezuela, and there have been positive
changes in U.S.-Iran relations. However, the tension between
these two nations is structural in nature; barring a fundamental
transformation of strategic U.S. policy, Iran is unlikely to
throw open its doors. In contrast to Eurasia, Iran is rich in oil
and gas, and it is doing its best to benefit from this situation
by involving Eurasian companies in oil and gas development
domestically. Iran is also taking advantage of Europe’s over—
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reliance on Russian natural gas to push for the construction
of the Nabucco Pipeline, hoping to tie itself economically to
the interests of Europe and Asia. Although it is too early to
look for a significant breakthrough in U.S.-Iran relations,
the easing of tensions should improve the climate for energy
investment. In this friendlier external environment, Iran may
accelerate the development of investment laws, tax systems and
financial services in an effort to attract foreign capital. Under
political pressure from the U.S., European oil and gas giants
have gradually reduced or cut off their Iranian oil and gas
investments, and Iran is beginning to seek new partnerships in
Asia.

Kazakhstan’ s new legislation on transfer pricing and its
impact on foreign oil companies
Sinopec International

By Wang Xiaojun, Hou Xuexia,

Petroleum Exploration and Production Corporation (§9

A new Transfer Pricing Law of Kazakhstan has taken
effect on January 1, 2009. The main objective of this lsw
is oversight of business transactions between affiliated

companies. The new law covers trade issues related to
oversight and price transfer at greater length. Additionally,
it revokes the right of “tax haven” companies to calculate
expenditures; adds to and embellishes the clauses of the
previous law; and expands on clauses covering the Comparable
Profit Method and clauses used in transfer pricing agreements
with Kazakhstan tax authorities. It covers investment,
purchasing, exploration and development, crude oil sales and
other international business for all foreign oil companies
doing business in Kazakhstan, including Chinese—funded
oil companies. As the new law taking effect, Kazakhstan tax
authorities will monitor loan, purchase, service and crude
oil sales contracts, exposing these companies to a degree
of financial and taxation risk. The law also imposes new
requirements on international business contracts.

The full text of each article is available in English

subject to charge
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