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The influence of the Paris Agreement on the oil and gas industry

XU Yugao, BAO Chunli, WU Zhengwan
(CNOOC Policy Research Office)

Abstract: The Paris Agreement has come in effect since November 4% 2016. The clause of “ holds the increase in the
global average temperature to well below 2°C above pre-industrial levels” stipulated in the Agreement rendered 2/3 of global
proven fossil fuels reserves un-developable, drastically decreasing investment in the upstream of oil and gas industry and blocking
companies’ financing. The Agreement demanded full disclosure of climate-related financial information and a stronger self-imposed
carbon restriction by the contracting parties, making it harder for China’s companies operating in overseas markets. International
oil companies explore low carbon transition strategies, introduce the carbon pricing mechanism, bring carbon costs into project
investment, and increase the proportion of the natural gas and renewable energy projects in their portfolio. China Carbon Market
will see the first players in its arena in 2017 and petrochemical and chemical companies are the first batch of selected entities in the
Chinese carbon emission trading scheme. The paper suggests that China oil industry properly assesses the influence of the Agreement
and the tangible and intangible value of carbon emission rights, develops the low carbon strategy. Each oil company should gradually
build carbon assets management system and bring carbon costs into project investment decision to reduce carbon emission by energy
conservation management, proactively participate in the compilation of carbon standards in the power sector and shipping sector to

build carbon trading capabilities.
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