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On the intrigue around Putin's visit to China and what it actually achieved 

The central event of last week was the long-awaited visit of the President of the Russian Federation 

to China, during which he finally signed a 30-year contract to supply gas to the Far East. The media 

and expert community intensively discussed the question of the relationship between the visit to 

China and the Ukrainian crisis, due to which the Russian Federation has undergone sanctions.  

A common interpretation of this event is the view that the signing of the gas agreement with China 

was a response to Western sanctions and the possible consequence curtailing economic relations 

with European countries, followed by a change in foreign policy to the East. Other actively 

disseminated opinion is that the signed contract with China is rather not lucrative to RF, since the 

price implicit in it (formula driven and not made public) is on the verge of being loss-making for 

Russia.  

Experts believe that these interpretations are generally incorrect. Commenting on these 

opinions, and generally on this event, our experts noted the following non-public details 

and facts:  

1. According to experts, in March - April of this year the schedule of the RF President in May 

had two trips to China - a State visit for a summit in the capital Beijing, as well as a visit to 

the summit of the Conference on Interaction and Confidence Building Measures in Asia 

(CICA) in Shanghai 20 -21 May. 

 

However, in late April, the schedule changed for Chinese domestic reasons. At the request 

of China, the State visit to Beijing was actually canceled and formally (as suggested by 

Chinese diplomats) combined with Vladimir Putin’s trip to CICA summit in Shanghai. 

Experts note that the Russian President was, on the one hand, offended (and in turn, the 

Chinese leadership has tried to compensate by a reception in Shanghai at the very highest 

level), and on the other hand, quite pleased, as he remains Western-oriented in his foreign 

and ideological policy, and does not want to become too dependent on China. In this 

regard, the combination of his visit to China with a trip to the summit created the 

conditions for maneuver, since during CICA he could arrange meetings with leaders of 

other Asian countries that are geopolitical rivals of China. In particular, according to 

experts, such a meeting was scheduled with the Japanese Prime Minister S. Abe. Experts 

point out that in reality this meeting was requested by the Japanese side, and long before 

the summit. The main reason for this initiative was the powerful U.S. pressure on its allies 

in the G7 to impose sanctions against Russia. The Japanese government long resisted this, 

not so much for economic as for political reasons, and very reluctantly agreed. In Japan 

there is a strong fear that sanctions would strengthen the friendship between Russia and 



China, to the conclusion of a strategic political partnership that includes supporting China 

by Russia on the contentious Sino-Japanese territorial issues. Therefore, sanctions were 

formally agreed by Abe, but he decided to make up for this via a personal encounter with 

Putin and the achievement of  “special arrangements”.  

As to the reasons for the Chinese leadership's decision to reduce the level of Putin's visit 

to China, the experts believe that this is due to the preparations for a change of foreign 

policy (the actual strategy write-up was completed in early April) by the new leadership 

headed by Xi Jinping. The essence of the new strategy is to create a 2G with the USA (it 

was for this reason that the Chinese leader refused Barack Obama’s proposal during the 

Nuclear Security Summit at the Hague in March of this year, which was to include China 

into the G8 in place of Russia). 

G2 does not mean a strategic partnership with the United States, but rather the recognition 

of mutual interests and the division of spheres of influence in the world (politically, 

economically and militarily). In particular, this means for China to establish its exclusive 

control over Southeast Asia and Central Asia, as well as the security zone in the South 

China Sea. In light of these goals, China's leaders did not want to irritate the Obama 

administration.  

 

Another reason, according to experts, is the dissatisfaction of the Chinese leadership with 

the fact that as a result of the Ukrainian crisis, extensive interests of China in Ukraine came 

under attack, including ones in the Crimea. In particular, in the west of the peninsula, China 

planned to implement a deepwater port project near Yalta, in the framework of a major 

geopolitical mega-project of building a "New Silk Road". Experts point out that this project 

is essentially anti-Russian in character, as its aim is to create an alternative to the actual 

Trans-Siberian Railway and the Northern Sea Route as a key Eurasian transit 

communications route. Under the new realities where Crimea is Russian, the Chinese side, 

via the Foreign Ministry of the Russian Federation, was given a secret hint that the port 

project on the peninsula can be implemented, but only if China officially recognizes the 

legal Russian status of Crimea. 

 

Experts point out that another Chines project torn by the Ukraine crisis was the 

transformation of Ukraine into the granary of China, implying long-term lease of 3 million 

hectares of the most fertile farmland in Ukraine, some of which (according to the plan) 

would have come from the Crimea, with the subsequent transportation of the grain 

produced to the PRC. According to experts, this project was extensively discussed with the 

Chinese leadership by the ousted President Viktor Yanukovych (at the last negotiations, 

just before the uprising in January, there were negotiations of transferring to China's 

industrial Xinjiang Construction Corps, as much as 5% of Ukrainian territory, on the 

conditions of extra-territoriality, with an option to lease additional space).  

 

Thus, experts state that the Ukrainian crisis actually caused a geopolitical blow not 

only to the economic and political interests of the Russian Federation, but also, 

indirectly, to PRC.  

 

2. According to our experts, intensive negotiations on gas prices went on throughout the 

preparations for the visit of the President to Beijing, and were accompanied by an 

unwillingness for any concessions by either party. The Chinese leadership was prepared to 

agree to a price of $ 400 per thousand cubic meters, however, subject to the public political 



support by Russia, for China’s  claims to Diaoyu Islands (Senkaku), disputed between China 

and Japan. However, this condition was politically unacceptable for the President of the 

Russian Federation, especially in light of the planned meeting with Abe.  

Since the parties did not agree on the price during Putin's visit to China, it was decided not 

to sign the gas agreement, and compensate by the conclusion of agreements in a number 

of other areas, particularly in the defense sector, electricity, regional cooperation, and most 

importantly by a “political result”.   

 

The latter included the statement public support by CICA’s members for RF’s position in 

the Ukrainian crisis, plus a condemnation of the sanctions on RF. However, according to 

experts, this plan was foiled by Ukraine and the United States, which have observer 

countries status in the CICA. The U.S., via Turkey, had prepared an alternative to the 

Russian draft resolution by the CICA on the Ukrainian crisis, and Turkey proposed it. As 

a result, the Russian version was not approved, as pro-American members of the 

organization began to insist on the adoption of the Turkish version of the resolution. With 

the help of China, Russia managed to block a Turkish version, and it was decided not to 

adopt any resolution on the Ukrainian crisis.  

However, this meant that the visit of the Russian President in the PRC was becoming a 

political failure. To compensate for this Vladimir Putin ordered the urgent resumption of 

consultations on gas prices, which went until 4 am the day of signing. This time the main 

Russian condition was to agree a significant tranche of gas to be sold on a prepaid basis. 

At the same time it was decided to abolish the talks with the Prime Minister of Japan.  

 

3. According to experts, the events in Ukraine and the Russia-China gas contract are deeply 

related, and not only chronologically but are in fact manifestations of one large geopolitical 

process. In this regard, it is more correct to say that the Ukrainian crisis was one of the U.S. 

elite’s many attempts to prevent, or at least freeze indefinitely, the signing of an agreement 

between Russia and China, while at the same time acquiring control over one of the key 

routes of gas supplies to the EU (the so-called Ukrainian GTS), and as a consequence to 

embroil Europe and Russia into a fight. As a result, the European countries, highly 

industrialized, would be forced to shift towards unification of the European market with 

the American one within the Transatlantic Partnership project, which would allow the U.S. 

economy finally to pull out of recession in reality (rather than virtually, by manipulating 

quantitative easing of the financial markets , which has led to the formation of  the next 

bubble in the stock market, along with an additional enrichment of several major financial 

corporations).  

 

Experts note in this regard that in the coming years, Europe not will not be able to 

give up Russian gas, but will have to increase the imports. This was particularly 

evidenced in the plan, prepared back in 2011, for development of European networks 

(TYNDP) by 2020. According to this document, the gas production in the EU in this 

period will decrease by almost half. The volumes of gas supplies from Libya and Algeria 

are scheduled almost at the same level as now (as these countries are effectively controlled 

by the United States), while Norway will provide only 9% of the total demand in Europe 

during this period. In this regard, the main emphasis on the purchase of gas from Russia 

(40% increase in supply) and liquefied natural gas (LNG) from Qatar (security of these 

supplies provided the U.S. Navy in the region).  



At the same time, according to experts, European bureaucrats’ real goal in the negotiations 

with Russia is to bargain (a) large gas-price discounts - up to 20 -25% (previously Gazprom 

made concessions of no more than 10-15%), plus (b) the binding of gas prices to the spot 

prices for LNG supply (rather than to prices of oil and oil products), as well as (c) the 

conclusion of short contracts to deprive Russia of ability to attract the so-called "long 

money" (long-term loans that can be obtained only under long-term contracts).  

It is namely with this purpose that Europe officials actively spin the story of "almost 

unlimited" opportunities for supplies of shale gas from the United States. However, such 

supplies (which still need to be arranged) will be significantly more expensive than Russian 

gas. 

 

4. According to experts, signing of the gas contract with China is not unprofitable, when 

considered in a comprehensive manner and taking into account all the nuances inherent in 

it. In particular, a very lucrative element of the contract is the little noted fact that according 

to the agreement, together with the gas, the PRC will also be supplied with helium, which 

is a key component of a wide variety of high-tech developments, including electronics 

manufacturing. That's why gas supplies under this contract will be carried out along the " 

Siberian Force" route, i.e. from Kovykta and Chayandin deposits, which - in addition to 

gas reserves -  contain high levels of helium (in this regard, both fields are the largest in the 

world). At the same time, the list of investments provided for in this agreement contains a 

helium-production plant.  Experts point out that, given the conditional price agreed for the 

supply of helium, the contract overall is more than profitable for Russia. For China there 

is further benefit in that it will be able to develop high-tech sector of the economy, without 

being dependent on U.S. policy, since the U.S. is now the main supplier of helium in the 

world market (45% of the world's resources), but the available reserves of helium in North 

America begin to dwindle. It will also allow China to retain on its territory the production 

of electronics and computing.  


