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A Gazprom sign is seen in front of the White House in Moscow.

SINGAPORE — Russia's state-controlled Gazprom said Tuesday that it would slash its capital
expenditure this year by almost $8 billion to $30 billion as political and market developments
created a challenging business environment.

With oil prices down by half in the last six months, energy producer revenues have fallen
sharply, and Gazprom has also been hit by the political tensions between Russia and Europe
over the crisis in Ukraine, which is the most important transit route for Gazprom's gas to its
customers in the European Union.

Gazprom said it would slash its capital expenditure by almost $8 billion between 2014 and
2015 to $30 billion, and down from a peak of an annual average of almost $44 billion between
2010 and 2013.
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"The overall market development does cause some challenges to our business … [but] the
considerable reduction of capex allows us to show a very strong cash flow generation," Andrei
Kruglov, Deputy Chairman of the Management Committee and Head of the Department for
Finance and Economics, told a webcast.

Despite the cuts, Gazprom said this would not affect its plans to build gas pipelines to supply
China by the end of the decade.

Although Gazprom said it was not directly affected by European and U.S. sanctions against
Russia, the firm saw a 60 percent slump in third-quarter 2014 net profit, hurt by the tumbling
ruble and after exports were halted to Ukraine over a pricing dispute.

Gazprom is the world's biggest exporter of natural gas, largely via pipelines to Europe, but
also on ships as liquefied natural gas to Asia, and the company is also active in the oil and
power sectors.

Looking further out, the company said Asian demand would keep natural gas's share of global
energy supplies stable at almost a quarter over the next 15 years despite stalling consumption
in Europe, while oil and coal would lose some global share to renewables and nuclear power.
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