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An interview with Mr. Marco Dunand, Chairman
and Co-founder of Mercuria Energy Trading S.A.
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n recent years, with the rise

of China's economy, more and

more multinational companies
have joined the mighty torrent.
Among them, Mercuria Energy
Trading S.A. from Switzerland came
to China 14 years ago and has
been doing its bit to push China's
economy forward with its rich
experience in global operations.
Mercuria is one of the world's
largest independent energy and
commodities trading companies.
It is mainly engaged in physical
commodities and derivative
including crude oil, refined
products, petrochemicals, natural
gas, power, coal, base metal, iron
ore, concentrates, carbon credits,
and agricultural products, with
its main trading centers located
in Geneva, Beijing, Shanghai,
Singapore, London, Houston and
Greenwich. At present, Mercuria
has established stable and close cooperative relations with
many Chinese companies, becoming one of the most reliable
partners in the commodity space of China. In 2018, on the
occasion of the 40th anniversary of China's reform and opening
up, the journalist has interviewed Mr. Marco Dunand, chairman
and co-founder of Mercuria Energy Group.

Indissoluble bound with China
Firm investment in the Chinese market

Marco Dunand impressed the journalist with his cordial
and enthusiastic disposition, rich management experience,
dedication to his work, and in particular, the passion for
Chinese culture. At the beginning of the interview, he first
introduced his connection with China, "I have the word Marco
in my name, which always reminds me of The Travels of Marco
Polo. I felt it when I was young that I will surely come to China."

Marco said humorously, "We have
a special connection with China not
only in terms of business, but also
for me personally. I have visited
China before, and I have a keen on
Chinese culture and history. It seems
destined. At that time, China was not
our main market, but I still decided to
invest here. It is closely related with
my personal feelings about China."
Marco said that Mercuria has been
sponsoring the cultural event Beijing
International Music Festival for over
a decade. The annual grand opening
of "Mercuria Night" concert has
deepened Mercuria's understanding
of the Chinese market, and brought a
more tacit and pleasant cooperation
with Chinese customers.

Marco told the journalist about
the history of founding Mercuria in
China, "Founded in 2004, Mercuria
has begun with a focus on oil trading
and has a vision of growing into a
large comprehensive multinational trading company to support
its global business network, and extending the portfolio to
more areas. Over the past 14 years, we have been working on
it and have become the world's fourth largest independent
energy trader with 35 offices in 27 countries. The turnover of
last year is over USD 100 billion. 14 years' efforts bear fruitful
results. Apart from my own connection with China, one of our
founders is also Chinese. The executive team is featured by
Asian elements and strong Asian influence. From the first day
of its foundation, Mercuria has provided China with a stable
energy supply and rendered Chinese companies with a more
accurate understanding of the international market."

As China's economy integrates rapidly into the international
market, the country's sway over the global economy is
becoming more obvious. Mercuria seized the historical
opportunity to develop business
with quite a number of Chinese
companies at all levels, and
introduced the trading concepts
in the international market. The
Beijing team of Mercuria is mainly
engaged in the trading of physical
commodities and derivatives
such as crude oil, fuel oil, refined
products, petrochemicals, coal and
iron ore; and its Shanghai team
mainly in the trading of physical
commodities and derivatives such
as base metal and concentrates.

It is because of the forward-
looking vision of the future
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development of the Chinese market,
the belief that China will eventually
have a say on the global commodities
market, as well as the passion for
and familiarity with Chinese culture,
that Marco has taken Chinese market
as an important part of Mercuria's
global strategy and kept on investing
and bringing Mercuria's diversified
products and services to China to
provide customers with better product
selection and service guarantee.
At present, Mercuria China has
established a comprehensive trading
network integrating purchase, risk
control, financing, distribution and
logistics, and serves China's economic
construction actively. The original
business structure, successful market
positioning, and efficient cooperation
with local companies have enabled
Mercuria to quickly get the "smart
key" to open the door to Chinese
market.

Fruitful results after fourteen years of foundation

"Natural selection assures the survival of the fittest", it is
the law of nature, and also the law of society. The open markets
in the society today have brought about fierce competition. So
how can it be invincible in a white war? After fourteen years,
Mercuria turns out satisfactory as to its "original aspiration". In
the interview, the journalist learned that Mercuria set up offices
in Geneva, Singapore and Beijing at the same time in 2004.
The past 14 years has seen Mercuria flourishing in the Chinese
market, building strategic partnership successively with

-
o

Sinopec, PetroChina, CNOOC,
NORINCO GROUP, CHEMCHINA,
Qingdao Yijia, CHINA HUANENG,
CHINA SHENHUA, GUANGDONG
YUEDEAN GROUP, CMST, HBIS,
Shandong Iron & Steel Group,
and THE EXPORT-IMPORT BANK
OF CHINA, with its business
further expanded in China
and multi-field cooperation
conducted ranging from trading
to asset investment, making
Mercuria into one of the leading
companies in energy and
commodities trading in China.
Looking back at the
development stages of
Mercuria in the 14 years,
Marco concluded, "Mercuria
has gone through five stages:
The first stage is the beginning
after its foundation, when we
were committed to cooperating
with state-owned enterprises,
introducing the concept of cross-region arbitrage spread
so that they could have a better interpretation of prices to
seize opportunities of a better price and import crude oil to
China at a more reasonable price. The second stage is a more
diversified cooperation with state-owned enterprises and local
enterprises, not only in crude oil but also in refined products.
The third stage is joint investment with Chinese partners in
infrastructure, warehousing and other fields, while sharing
advanced international trade concepts with domestic customers
to help them explore overseas trading markets. The fourth
stage is more diversified trade cooperation
with Chinese companies and expanded
to non-oil products in addition to crude
oil and refined products, including
petrochemicals, coal, iron ore, metal,
concentrates and carbon credits, as well
as more flexible trading solutions such
as structured trade finance and trade
finance. The fifth stage is the current
stage when we start to explore overseas
investment opportunities with Chinese
customers, such as a series of overseas
investment projects with Can-China
Global Resources Fund; in the trading
sector, we are seeking further energy
transformation to shift gradually from
fossil energy such as crude oil and coal to
trade and investment in clean energy such
as gas and power; and we are also trying
to reinterpret commodity trading with
leading technological means and big data."



During the interview, Marco told the journalist
how to balance development with energy
consumption, climate, and economy, which is a
challenge both to China and the world. High-tech
technologies and means are particularly important
to cope with such challenges, and Mercuria has
been actively exploring for solutions. The United
States has always been a resource-driven market
that pursues technological innovation. It has made
a striking difference to the pattern of energy sector
since the discovery of shale oil and shale gas. It
was the US oil recovery technique that was applied
to the Argentine oil fields we invested in and we
have introduced such investment opportunities to
Chinese partners. Mercuria has been committed
to providing China with more diversified energy
supply options so as to help Chinese customers
get more energy and reduce carbon emissions,
and high-pollution companies reduce emission
costs. With endless pursuit, Mercuria also focuses on the latest
blockchain technology. Marco said, "The blockchain idea was
initiated last year. We are one of the promoters and this year
will usher in a larger consortium. The blockchain is aimed to
make the transaction paperless, the operation more efficient,
and the logistics information more transparent. It is a strategic
initiative new to the energy market and will bring in a great
innovation and success if it works."

In order to coordinate with the trading activities, Mercuria
China has launched investment in various fields, such as the
crude oil terminals and oil storage tanks in Huangdao, Qingdao
as well as general purpose terminals and crude oil terminals in
Dongjiakou, Qingdao. In addition, Mercuria sold its 50% stake
of Vesta Terminals to Sinopec and participated as one of the
shareholders in the Can-China Global Resources Fund which
is initiated by The Export-Import Bank of China to invest in
minerals and energy resources globally.

Mercuria acquired the commodities trading platform of JP
Morgan at the end of 2014, and then Noble Group's gas and
power business in the US in 2017 which not only significantly

increased Mercuria's operational strength in gas, power and
crude sectors but also further expanded its customer network.
Later, Mercuria sold its 51% stake of Henry Bath Group
acquired from JP Morgan to CMST, which is of far-reaching
significance to promote China's warehouse industry and even
upgrade the internationalization of China's futures market.

In January 2017, CHEMCHINA completed the strategic
investment in Mercuria, becoming one of the key minority
shareholders of the latter with a shareholding ratio of 12%. The
two have developed synergistically over the years and continue
to deepen cooperation in the trading sector.

Correct and fast decision is always the secret for enterprises
to remain invincible. Mercuria has won more partners and
achieved great success in the Chinese market by virtue of no
other than a long-term strategic vision, a keen market insight,
and updated technological research and renovation.

The localization team is the recipe for success

Having withstood the test of China's economic environment
and the increasingly fierce market competition, Mercuria has
not only developed in the adverse environment and taken
advantage of any opportunity, but also maintained a high-
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speed growth rate with profit made in each quarter since its
foundation 14 years ago. What is the core competitiveness and
recipe for success in China? The journalist found the answer
during the interview. Mr. Marco Dunand who has just won the
title of Best CEO in the field of energy at the end of 2018 said
humbly, "An individual will never make it. Success must be
the result of joint efforts of the staff and the team. Speaking
of the recipe, mission or philosophy, first of all, we have a
first-class risk management system which is applied to our 38
offices in 27 countries, with a prudent risk management system
networking the headquarters with local offices to endow us with
strong market risk interpretation ability. Second is to hand over
the actual rights to local employees since we believe that only
local talents can better serve local enterprises. The decision-
makers of the company are all locals, and major decision-
making powers are decentralized to the local team while the
headquarters only provides guidance and coordination in
strategic decision making. Finally, the recipe for success is the
talent pool. We have elite teams from investment banks and
various related industries, integrating the knowledge from
elite culture with that from local culture to realized culture
sharing and open knowledge transfer with core customers in
the transparent trading model of Wall Street. At the same time,

we have been actively training a young team by exchanging
Chinese local young staff to offices around the world for
training in rotation, so that they will be capable of transferring
and transforming the culture and knowledge. Working together
is the recipe of success, and our management is to bond
everyone together for common development."

Mercuria will play a more important role in the process
of industrialization, modernization and intelligentization in
China and do a better job on the issues of reducing pollution,
improving energy efficiency, obtaining more clean resources
and food resources. As for future development plans, Marco
said with confidence, "We have always been committed to
sustainable development of local economy. In terms of energy

efficiency in China, we hope to help state-owned and private
companies to better reduce the financial & operating costs and
understand international rules for a better development in the
gradually opened market under the Chinese government. Our
current development strategy is not to set up more offices, but
to open up more trade networks which will bring more
added values to our partners. In the next step, we
will continue with diversified development, with the
business areas to be expanded to agricultural products,
and introduce mature experience to Chinese partners."

Mercuria has established sound exchanges and
cooperation with the Chinese government, state-owned
enterprises, private enterprises and other industrial
and commercial enterprises since it came to China. In
addition, Mercuria is also actively involved in China's
public welfare activities, for example, the annual
Beijing International Music Festival that it has been
sponsoring since 2007. By sponsoring this classical
music event, the understanding between China and
Sweden has been enhanced, with the flower of Sino-
Swiss friendship in full bloom; moreover, Mercuria has
also invested in a documentary The LEGACY of CHINA
that reflects the contribution that ancient Chinese
inventions made to civilization of modern world. It is
also the first time that the research results of Joseph Needham,
a Cambridge University scholar, have been presented to the
world in the form of a film. The film was once broadcast on
CCTV-9.

Mercuria is acting as a bridge connecting China and
Switzerland whether it is economic interaction or cultural
exchange. We will rely on rich experience, updated
development strategy and the original aspiration of sponsoring
China's public welfare to better cope with challenges and keep
on finding solutions, and work together with Chinese partners
to draw a blueprint of development. Mercuria will continue to
take an active part in China's economic development for win-
win by joining hands with Chinese companies!
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