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net increment of demand of Arerica in intermational oil
market isnot less thenChina. Franthe fundamentals, thehigh
pricewi llnotfal lbeckbesical by, buttheeffectofother factors
such as financial derivative products, Arerican Dollar
exchange rateandgegpol iticsarestrengthenedonacartinuous
besis. Thisroundofoil price rise isnot fromextermal shockof
supply, Itisfranthe intermal increase of demendwithinthe
econamy and the surplus of US doll lar liquidity. Therefore,
franthenear future, itisimpossiblefortheoil pricetooocur
andovioustumingpoint.

5) The supply and demand of China®s oil product and
market reforms. Currently themostprominentcontradiction
of the Chinese domestic petroleum market is the price
distort. Ontheonehand, thecrudeoil price isin linewith
the intermational market, mekingthecostoftheoi l refineries
increased with ahigh degree; on the other hand, the price
ofoil product is regulated by the Stateandwitha lov lewvel,
making the refineries incur an operational loss, witha
shortage of force to increase output capacity. Meanwhile,
there isno relatively integrated comercial oil reserve
system established in China, the method and measure
against the oil shortage is little. The above are the
fundamental reasons of local shortage of supply of oil
product occurred inChina. IN2008, it isexpected that the
State will make prudent adjustment for the oil product
price according to the market condition. Themarket reform
ofoi l productshaulldreal ize themarketbodydiversification,
oil resource pluralism and price marketization. This
objective may not be realized withinashort term, itis
required fora long termprocess.

6) energy-saving, climate change and China®s
responsibi litiesasaponer China, asthebiggestdeveloping
counttry across theworld, is not only one of the courtries
emittingthemostgreenhousegases, isalsoonecfthecountries
most seriously affected by the climate change. China, asa
responsibleponer State, hastheadbl igationandresponsibility
toactivelyparticipate inand leedthe fightagainsttheglaoal
climate change. Participation inglobal greenhouse gases
reduction iscarplementarywiththeChinesedomesticenergy-
saving and emission reduction. Participating intheglobal
systemof greenhouse gases reduction cannotonly help China
solve thecurrent troublles Inpraomoting theenergy-savingand
emissionreductionwork, butalsocanhelpusbetterutilizethe
gliobal resources and abi lities to face the dhal lenges of our
coutry intermsofenviromental protection. Itisadvisedfor
relevantdomestic institutionstoresearchvariousplansfor
China™s participation inthe greenhouse gases reductionas
soonaspossible, includingthe faimessoftheplansacrossthe
wor1d, thefessibi lityoftheplans, thecost—effectiveofeach
plans and their effect on econamic developrent. And at the
same time, we should timelly concllude the experiences and
lessons obtained in terms of energy-saving and emission
reductionofour country, andprovide reference for thedesign
of plans of greenhouse gases reduction.
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The cyclical model of international oil price fluctuations
and its policy implications
By Guan Qingyou Center for China Study, Qinghua

T Since the Second World War-, the global oil market has
experienced threemgjor cyclesof pricewolatility, aditis
aurrently inthemidstofahighpricecycle. Underthenultiple
equi libriumodel ofoi lpricefluctuationoycles, fluctatiasin
priceare caused by the peculiaritiesof thesupply cuneandby
the existence of mulitipleequilibria. Thekey tothenultiple
equilibriumocel liesindeterminingtheinflectionpointforoil
pricss. Forhighoilpriosstofall, twoconditionsarerequired: 1)
Clear restraintsondemendandafal linggronvth rate; 2) Gronvth
inproductionbegins toexceedgronth indemand. Theconditions
required toshift frana lovtoahighoil priceccleareexactly
opposite. Skyrodetingoi I pricesmaybecontrol ledby incressing
supply @danplitude), orby reducingdemand (adamplitude) -
The inflectionpoirtwhichwi ll shifttheaurrenthighocletoa
low cyclle may occur when: 1) There is an overall sloadoan in
theworldeconamy; 2) Global measures against climate dhange
aretranslated fronapol itical trend intonational action. The
futureofoil pricesisfragitwithuncertainty, butitisbetterto
meke some judgment than none at all.

Rising international crude oil prices and their
macroeconomic impact on China, the U.S. and Japan
By Wu Libo and Hua Min, Institute of World Economy,
Fudan University, and Energy Research Center, Fudan
University 32

Befly\eenZ(D2and2('.07, thegladbal rise incrudeoil prices
was characterized by a number of features: 1) A long cycle
of cortinuously risingoil prices, withsharp junps inprice;
2) The rise inoil prices was closely connected with the
depreciationof theUSdol lar; 3) The spotmarketwes feeling
asteadi ly increasing impact from speculation on the crude
oil futures market. Between 2003 and 2006, oil price
Fluctuations appeared to be having only aweak impact on the
wor Id economy . By 2007, however, macroeconamic indicators
were beginning to Fluctuate among the world®™s major
econaomies, and the true inpact of high oil prices began to
emerge. This study analyzes the macroeconomic impact of
Fluctuating crude oil prices on the Unirted States, Japanand
China since 2002, applying a new asymmetric cointegration
testing methodology - The dataup to 2002, it isdiscovered,
leedtoadifferentconclusionthenthedatauyp to2007. Inrecent
years, the inpactof crude ol pricesonthesupply sideandon
the demand side has undergone a transformation. The
mecroeconamic impact of crude oil prices isdependentonthe
structure of an economy”s industry and fuel consumption.
Fluctuations in crude oil prices bear a long-term, stable
cointegration relationship with prices overall, but the
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mechanists by which this inpact is transmitted are farmore
complex thanwasoriginal lybelieved.

International oil price 2007 and 2008
By Yue Peng, CEA Futures Brokerage Co., Ltd 38

I n2007, the intemational oi I priceves increasingal 1 the
way, with only two obvious declines within short time.
Apart from the tension of supply and demand relations and
geopolitical disturbance, themain factors promoting the
risecfoil price in2007also include thestrategicpetroleum
reservedemandofworldponer states, lov level of inverttory
and the Investment of index fund on oi | products under the
background of US dol lar depreciation. Whenanallyzing the
Tactorsaffecting the intemational pricetendency in2008,
we should in terms of fundamentals consider the demand of
Chinaand India, the surplus oil production capacity of
OPEC, and we think that the global supply and demand
relationwillstillbetense. Inaddition, thechangeof lran™s
situation, the re-electionof Arericangovermentand the
change of damestic energy policy, the change of American
economicgrowth, thedepreciationofUSdol lar, thesurplus
of global fund liguidity and the performance of index fund
wi ll alsohaveeffectonthe intermational oi | priceof2008.

Backflow of oil dollar, its effect and policy advice

By Chang Junhong, Chinese Academy of Social Sciences,
and Zheng Liansheng, APEC Finance and Development

Center(Beijing) 46

Tr'eoi 1 dol larhasbecomeaforce inintermational capital
market that may not be neglected. The basic reason of the
soar of the scaleofoi | dol lar is the imbalance of supplyand
demand in ol I market, and the intermal reason is that the
shortageofdamesticabsorptionofoi | exportingcountries,
theinstitutional factor isthattheoil ispricedatdol lar, ad
theextermal factor isthat thesurplusofgldaal licuidityad
theprevai lingofintemational speculationactivities.Under
the background of economic and Financial globalization,
theoi l eqortingoountriespaymoreattentiontoutilize the
oil dol lar franthe long-termand strategicangle. Theoil
dol lar investment is tobe diversified and the investment
method tends to be marketization. The backflow of oil
dol lar eneblle the UShas sufficient capital inflovtocover
thedeficitof current item, thusmaking the global econony
imbalance tied tothe" Weakbalance'". Theoil dol lar affects
the intemational capital flovand intemational Finance
market, and brings a huge uncertainty for intermational
derivativeproductsmarket. Theoi ldol larsentering intothe
emergingmarketarealways idlemoney, whichwill increase
the risks for financial system of the emerging market
countries. We should actively expand the economic and
energy cooperationwithoi l exportingcountries, payhigh
attentionontheoi l dollar"seffectonthemainintemational
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currency status and the effect on the macroeconaomic running
of our country, borrow helpful ideas from oil exporting
countries in terms of foreign exchange management, and
manage the foreign exchange reserve prudently and on a
long-termbesis.

Amendment of "Sanction Rule for Iran" of US and the
effect on oil companies
By Sun Yougiang, Legal Department of China Petroleum &

Chemical Corporation 52

I n2007, theUS congressand senatte initialednewbillsfor
strengthening sanctions on lran, ofwhich the "' lranNuclear
ProliferationPreventionBill 2007"* has the most extensive
effect. This amendrent named as ""Lantos Bill"* is based on
US"s Iran Sanction Act 1996, the scope of the personsandacts
beingsanctionedareenlarged, and the strengthened sanction
measures include the deprivation of the right of giving up
sanctiononthepartofthepresidentandeventougher financial
sanctions, etc. Once these sanction measure are all
inplementted, theoi I carpaniesofour countrywi Il bedirectly
affected in many aspects such as the US dol lar settlement
business, petrochemical technology license and exporting
products to Arerica. And at the same time, the oil and gas
exploitationbusiness, petroleumprojectservice, refinery
projectserviceandoil importbusiness of the oil companies
of ourcountry in Iranwi I 1 be indirectlyaffected. Therefore,
enterprises of our country should adopt some measures in
such respects as settlement currency, crudeoill inport, and
petroleum production sharing and petrochemical technology
so as tonmake early preverttion.

America's oil interests and Iran nuclear issue
By Li Daguang, University of National Defense 56

Tr‘e nuclear issue has been deteriorating the relations
between USand Iran for several years, Iran isconsidered by
USas thebiggestdostaclefor ittograspat theoil interestsin
Gulf region. Arericawishes to force the lran to surrender
using the nuclear issue, and inplemented sanctions onmore
than20 lIraniangovermentauthorities, banksand individuals
including the Ministry of Defense of Iran on October 25,
2007 .. But these uni lateral sanction measures conducted by
UShad limitedeffecton Iran. Containing Iran isan inportant
focusof US initsMiddieEast policy, theexerciseofmilitary
attackfor teminating thenuclearplanof Iranisstillamgjor
option of it in the future. Honever, due to many aspects of
reasons, the contradictionbetweenUSand Iranisunlikelyout
of control withinashorttime, and there isasmal | possibility
for USto launchamilitary attack.
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