
 

The Power of Siberia 2: Reshaping Global 

Energy Markets Through the Eurasian Corridor 

Understanding the Historical Moment

Picture a map of global energy flows as they existed just three years ago. Rivers of 

natural gas flowed westward from Siberia to Berlin, Paris, and Rome through an 

intricate network of pipelines built over half a century. This energy relationship 

between Russia and Europe seemed as permanent as the geography itself, 

generating tens of billions in annual revenues for Moscow while providing Europe 

with the affordable energy that powered its industrial economy. That world no longer 

exists, and the Power of Siberia 2 pipeline signed into agreement between Russia 

and China in September 2025 represents not just a redirection of gas flows, but a 

fundamental restructuring of how energy, power, and influence operate in the 21st 

century.


To truly grasp what this means, we need to understand energy infrastructure as 

more than pipes and compressor stations. These are the arteries of the global 

economy, and when they shift direction, they reshape everything from factory 

competitiveness to military strategy, from climate outcomes to the balance of global 

power. The Power of Siberia 2, with its planned capacity of 50 billion cubic meters 

annually flowing from Western Siberia through Mongolia to China for the next thirty 

years, is perhaps the most significant single piece of energy infrastructure to be 

developed this decade.


The Architecture of a New Energy Reality

The pipeline itself tells a story of engineering ambition meeting geopolitical 

necessity. Starting from the vast gas fields of the Yamal Peninsula in Western 



Siberia, the same reserves that once supplied Europe, the pipeline will traverse 

approximately 2,600 kilometers of Russian territory through some of Earth's most 

challenging terrain. Temperatures along the route can plunge to minus sixty degrees 

Celsius, the ground remains permanently frozen for much of the year, and seismic 

activity poses constant risks. From Russia, the pipeline continues for another 1,000 

kilometers through Mongolia via what's being called the Soyuz Vostok extension, 

before connecting to China's domestic gas distribution network. What makes this 

project particularly fascinating from an industry perspective is not just its scale but 

its timing. Global gas markets are entering an unprecedented period of 

transformation. On one side, massive new liquefied natural gas export capacity is 

coming online, with nearly 300 billion cubic meters of new annual capacity expected 

between 2024 and 2030. On the other, the energy transition is accelerating, with 

renewable energy meeting an ever-larger share of global energy demand growth. 

The Power of Siberia 2 drops into this volatile mix like a massive stone into a pond, 

sending ripples in every direction.


The economics of the deal reveal much about the new power dynamics at play. 

Russia, desperate to replace lost European markets that once absorbed over 150 

billion cubic meters annually, has reportedly accepted prices far below what it once 

commanded from European customers. China has negotiated prices estimated at 

$120-130 per thousand cubic meters, close to Russia's heavily subsidised domestic 

rates, compared to the $265-285 that Moscow initially sought based on Asian 

market prices. This pricing differential, potentially worth billions annually, illustrates a 

fundamental shift: Russia has gone from being an energy superpower that could 

manipulate supplies for political gain to a supplier dependent on a single major 

customer who knows it has few alternatives.


The Chinese Energy Security Calculation

To understand why China would commit to such a massive long-term gas import 

deal even as it rapidly expands renewable energy, we need to examine Beijing's 

sophisticated approach to energy security. Think of China's energy strategy as 

building a fortress with multiple defensive walls. The innermost wall is domestic 

production, which China has increased by almost 80% for gas since 2018. The next 

layer consists of renewable energy, where China leads the world in both 

manufacturing and deployment, with clean generation meeting 84% of electricity 

demand growth in 2024 and actually exceeding demand growth in early 2025.


But Chinese strategists understand that renewable energy alone cannot guarantee 

security. Solar panels don't generate power at night, wind turbines stand still on 

calm days, and battery technology hasn't advanced enough to provide weeks or 



months of backup power. Natural gas serves as the critical bridge fuel that can 

ramp up quickly when renewables fall short, and pipeline gas offers something that 

liquefied natural gas cannot: immunity from naval blockade. Consider the nightmare 

scenario that keeps Chinese strategic planners awake: a crisis in the Taiwan Strait 

that leads to a naval blockade of Chinese ports. Currently, about 74% of China's oil 

and 35% of its gas arrives by sea, with much of it passing through chokepoints like 

the Strait of Malacca that could be closed by hostile naval forces. Pipeline gas from 

Russia, flowing overland through Mongolia, cannot be interdicted by aircraft carriers 

or submarines. Even if it would only extend China's strategic reserves by weeks in a 

crisis, those weeks could mean the difference between economic collapse and 

survival.


Regional Transformation and the New Eurasian Architecture

The pipeline's impact extends far beyond the bilateral Russia-China relationship, 

fundamentally altering the strategic geography of Eurasia. Mongolia's 

transformation from buffer state to critical energy transit country represents perhaps 

the most dramatic change. The anticipated one billion dollars in annual transit fees 

would represent a transformative sum for Mongolia's economy, but it comes with 

profound strategic implications. Once the gas starts flowing, any Mongolian 

government will face the reality that their economic prosperity depends on 

maintaining stable relations with both Russia and China, effectively locking the 

country into the Eurasian axis for a generation.


This dynamic extends throughout Central Asia, where countries like Kazakhstan and 

Turkmenistan are reassessing their own energy strategies in light of the Power of 

Siberia 2. Kazakhstan briefly emerged as an alternative route for Russian gas to 

China, with discussions of a pipeline carrying 35 billion cubic meters annually, 

though technical and economic challenges appear to have shelved these plans. 

Nevertheless, the mere possibility has triggered new thinking about Central Asian 

energy cooperation and the region's role in the emerging Eurasian energy 

architecture.


For Japan and South Korea, both heavily dependent on imported liquefied natural 

gas and increasingly worried about Chinese assertiveness, the pipeline represents a 

concerning shift in regional energy security dynamics. These nations have long 

counted on China's energy vulnerability as a potential point of leverage in any crisis. 

The Power of Siberia 2 significantly reduces that vulnerability, potentially 

emboldening Chinese behaviour in maritime disputes and territorial conflicts.




India faces its own complex calculations. As Asia's other rising giant and a growing 

energy consumer, New Delhi sees the pipeline cementing a Sino-Russian 

partnership that could constrain India's own strategic options. The deeper Russia's 

dependence on China grows, the less able Moscow becomes to serve as a 

balancing force in Asian geopolitics or as an alternative weapons supplier to 

countries seeking to avoid dependence on Western or Chinese systems.


Global Market Disruption and the Two Scenarios

Now we reach the crucial question: how will the Power of Siberia 2 affect global oil 

and gas markets over the coming decade? To answer this properly, we need to 

consider two distinct but plausible scenarios, each with profound implications for 

energy producers, consumers, and the broader global economy.


Scenario One: The Acceleration Effect


In this scenario, the Power of Siberia 2 becomes a catalyst that accelerates existing 

trends toward energy market fragmentation and regionalisation. The pipeline's 

successful completion by 2030 demonstrates that major energy infrastructure can 

be built without Western technology or financing, encouraging other nations to 

pursue similar projects outside the traditional Western-dominated energy order.


China, receiving reliable pipeline gas at favourable prices, reduces its liquefied 

natural gas imports by 30-40 billion cubic meters annually. This reduction doesn't 

mean China stops importing LNG entirely; rather, it becomes a opportunistic buyer, 

purchasing spot cargoes only when prices drop below pipeline gas costs. This 

behaviour transforms China from a price taker to a price setter in Asian LNG 

markets. When global LNG prices rise above Chinese pipeline gas costs, China 

simply reduces its LNG purchases, creating a price ceiling that didn't previously 

exist.


The effects ripple globally. Qatar and Australia, which built massive LNG export 

capacity based on projections of insatiable Chinese demand, find themselves 

competing for smaller markets. LNG prices in Asia experience increased volatility, 

with periods of oversupply driving prices below production costs, followed by sharp 

spikes when unexpected demand materialises. This volatility makes long-term 

planning extremely difficult for both producers and consumers.


American LNG producers face particular challenges. Having invested hundreds of 

billions in export terminals based on assumptions of growing Asian demand, they 

find themselves shut out of the Chinese market by both geopolitical tensions and 

Chinese access to cheaper Russian gas. The US becomes increasingly dependent 

on European markets, but Europe itself is undergoing a dramatic energy transition, 



with renewable capacity growing rapidly and energy efficiency measures reducing 

overall gas demand.


In this scenario, global gas markets effectively split into three zones: a Eurasian 

zone dominated by pipeline gas flowing from Russia and Central Asia to China and 

India; an Atlantic zone where US LNG competes with remaining Russian flows and 

growing renewable energy; and a Pacific zone where Australian and Southeast 

Asian producers serve Japan, South Korea, and Southeast Asian markets. Price 

differentials between these zones can exceed 50%, creating opportunities for 

traders but nightmares for producers and consumers seeking stable prices.


The oil market also feels significant effects. Russia, assured of stable gas revenues 

from China, becomes more aggressive in oil markets, willing to offer deeper 

discounts to maintain market share. This behaviour triggers a slow-motion price war 

among producers, with Saudi Arabia and other OPEC members forced to choose 

between defending prices through production cuts or defending market share 

through competitive pricing. The result is a prolonged period of oil prices in the 

$60-70 per barrel range, too low for many Western producers to invest in new 

production but too high to stimulate dramatic demand growth.


By 2035 in this scenario, the global energy map looks fundamentally different. China 

and India, secured by pipeline gas from Russia and Central Asia, have built 

industrial economies that benefit from stable, relatively cheap energy. Europe has 

accelerated its renewable transition but struggles with industrial competitiveness 

due to higher energy costs. The United States has become energy independent but 

finds limited markets for its abundant gas production, leading to reduced 

investment and a gradual decline in production growth.


Scenario Two: The Fragility Revelation


The second scenario begins similarly, with the pipeline's construction proceeding on 

schedule and initial gas flows commencing around 2029-2030. However, this 

scenario explores what happens when the inherent vulnerabilities and 

contradictions in the new energy architecture become apparent.


The first crisis comes in 2031 when a severe cold snap across Asia combines with 

lower than expected wind generation in China to create unprecedented gas 

demand. China maxes out its pipeline imports from Russia and turns to spot LNG 

markets for additional supplies. But years of underinvestment in LNG production, 

driven by the false signal of reduced Chinese demand, have left the market without 

spare capacity. LNG prices spike to historic highs, reaching $40 per million British 

thermal units in Asia, compared to normal prices of $8-12. This price spike triggers 



a cascade of consequences. Industries across Asia shut down due to uneconomic 

energy costs. Power shortages ripple through manufacturing supply chains, 

disrupting global production of everything from electronics to automobiles. Europe, 

still dependent on some LNG imports despite its renewable build-out, faces its own 

energy crisis as it competes with Asia for limited supplies.


The crisis reveals the fragility of the new energy architecture. The Power of Siberia 2, 

operating at maximum capacity, cannot be expanded quickly to meet additional 

demand. Alternative pipeline routes through Central Asia would take years to 

construct. The LNG market, having adapted to lower Chinese demand, cannot 

rapidly increase production. The result is a global energy crisis worse than the 

1970s oil shocks, triggering a worldwide recession and forcing governments to 

implement emergency measures including energy rationing. In response to this 

crisis, countries accelerate already-planned changes to their energy systems. China 

launches a massive program to build strategic gas storage, similar to the strategic 

petroleum reserves built by Western nations after the 1970s oil crises. This storage 

build requires China to import an additional 20-30 billion cubic meters annually for 

several years, keeping global gas markets tight despite new production coming 

online.


Meanwhile, geopolitical tensions create additional vulnerabilities. Mongolia, 

recognising its crucial position astride the pipeline, begins demanding higher transit 

fees and greater political concessions from both Russia and China. Environmental 

protesters, pointing to methane leaks and the pipeline's contribution to carbon 

emissions, organise increasingly sophisticated disruption campaigns. Cyber attacks, 

possibly state-sponsored, target the pipeline's control systems, causing temporary 

shutdowns that send price shockwaves through markets.


By 2032, insurance companies begin refusing coverage for new long-term gas 

contracts, viewing the geopolitical and environmental risks as unquantifiable. This 

insurance crisis makes financing new gas infrastructure nearly impossible, 

accelerating the shift to renewable energy but also creating a medium-term supply 

gap that keeps prices elevated and volatile.


Russia, initially celebrating its pivot to Asian markets, discovers that dependence on 

a single customer creates its own vulnerabilities. China, recognising its leverage, 

demands price renegotiations, threatening to accelerate its renewable transition and 

reduce gas purchases if Russia doesn't comply. Moscow, having lost its European 

markets and with limited alternatives, has little choice but to accept Chinese terms, 

further reducing its gas revenues.




In this scenario, by 2035 the Power of Siberia 2 is seen not as a triumph of Eurasian 

cooperation but as a cautionary tale about the risks of over-dependence on single 

energy sources and routes. The pipeline continues to operate, but at reduced 

capacity as both Russia and China diversify their energy strategies. Global gas 

markets remain fragmented and volatile, with periodic crises driving consumer 

nations to accelerate the transition away from fossil fuels. The oil market in this 

scenario experiences its own upheaval. The gas market disruptions cause many 

nations to temporarily increase oil use for power generation and heating, driving oil 

demand higher just as producers had been reducing investment based on 

expectations of peak demand. Oil prices spike above $120 per barrel, triggering 

inflation and economic disruption. This price spike finally makes alternative 

technologies like electric vehicles and heat pumps definitively cheaper than oil-

based alternatives, accelerating the transition away from oil and creating stranded 

assets across the oil industry.


Industrial and Technological Implications

Beyond market dynamics, the Power of Siberia 2 carries profound implications for 

energy technology and industrial development. The pipeline requires advanced 

materials capable of withstanding extreme temperature variations, sophisticated 

compressor technology, and digital monitoring systems. Western firms that might 

have provided such technology are locked out by sanctions, forcing Russia and 

China to either develop indigenous alternatives or accept lower efficiency and 

higher environmental impact. This technology dimension extends to the broader gas 

industry. As Western and Eastern energy systems diverge, we're likely to see the 

development of two parallel sets of technical standards, equipment specifications, 

and operational procedures. This divergence increases costs for global operators 

and creates inefficiencies that ultimately raise energy costs for consumers. 

Companies that once operated globally find themselves forced to choose between 

Western and Eastern systems, fragmenting the global talent pool and slowing 

innovation.


The pipeline also influences the pace and direction of the energy transition. In 

regions with access to cheap pipeline gas, the economic case for renewable energy 

becomes more challenging, potentially slowing the transition. Conversely, regions 

cut off from pipeline gas may accelerate their renewable deployment, creating a 

multi-speed energy transition that complicates global climate efforts.




Strategic Implications for Different Stakeholders

For energy companies, the Power of Siberia 2 necessitates fundamental strategic 

reassessments. International oil companies must decide whether to focus on 

Western markets with higher environmental standards but potentially declining 

demand, or Eastern markets with growing demand but different regulatory 

frameworks and geopolitical risks. National oil companies face their own dilemmas, 

balancing domestic energy security with the opportunity to earn foreign exchange 

through exports.


Investment patterns are already shifting in response. Financial institutions are 

creating separate funds for Western and Eastern energy infrastructure, with different 

risk models and return expectations. This financial fragmentation makes it harder to 

mobilise the trillions of dollars needed for the global energy transition, potentially 

slowing progress toward climate goals.


For energy-importing nations, the pipeline highlights the importance of 

diversification and strategic storage. Countries are reconsidering their optimal mix of 

pipeline gas, LNG, and renewable energy, with many concluding that over-

dependence on any single source or route creates unacceptable vulnerabilities. This 

realisation is driving increased investment in energy storage, from strategic gas 

reserves to large-scale batteries and hydrogen production facilities.


Navigating the New Energy Landscape (Conclusion)

The Power of Siberia 2 represents more than a pipeline; it embodies the tensions 

and contradictions of our current energy transition. It demonstrates that geopolitical 

imperatives can override economic logic, that energy security concerns can trump 

climate commitments, and that the global energy system is fragmenting into 

regional blocs with different rules, standards, and priorities.


Understanding these dynamics requires us to think beyond simple narratives of 

winners and losers. The pipeline creates new opportunities and new vulnerabilities 

for all parties involved. Russia gains a new market but becomes dependent on a 

single customer. China enhances its energy security but commits to fossil fuel 

infrastructure that may become stranded as the energy transition accelerates. 

Mongolia gains transit revenues but loses strategic flexibility. The global gas 

industry gains new demand but faces increased fragmentation and complexity.


As we look toward the future, the key question is not whether the Power of Siberia 2 

will reshape global energy markets (it already is) but how different actors will adapt 

to the new reality it creates. Success in this new landscape will require flexibility, 

diversification, and the ability to navigate between competing systems and 



standards. Companies and countries that can operate across the emerging divides, 

bridging Eastern and Western energy systems, may find the greatest opportunities. 

The pipeline also serves as a reminder that energy infrastructure creates path 

dependencies that last for generations. The decisions being made today about 

pipelines, LNG terminals, and renewable energy installations will shape global 

energy flows and, by extension, global power relationships for decades to come. In 

this context, the Power of Siberia 2 is both a product of our current geopolitical 

moment and a force that will shape future ones.


Ultimately, the pipeline teaches us that energy remains at the heart of global power 

and prosperity. Despite all the talk of digitalisation and dematerialisation, the 

physical flow of molecules through pipes still matters enormously for economic 

competitiveness, national security, and human welfare. As the world navigates the 

energy transition, understanding these flows, their vulnerabilities, and their 

implications becomes ever more critical for anyone seeking to comprehend the 

emerging global order.


The two scenarios presented here are not predictions but tools for thinking 

about possible futures. The actual outcome will likely combine elements of both, 

with periods of market stability interrupted by crises that reveal system 

vulnerabilities. What seems certain is that the age of stable, predictable energy 

markets is over. The Power of Siberia 2 doesn't cause this instability but crystallises 

it, making visible the new dynamics that will govern global energy for years to come. 

Those who understand these dynamics and prepare for multiple possible futures will 

be best positioned to thrive in the new energy landscape that is rapidly taking 

shape.



