
An Infosys Consulting Perspective

By Sundara Sambasivam & Omkar Tambe

Consulting@Infosys.com | InfosysConsultingInsights.com

LNG Trading: 
Trends and 
Challenges



LNG Trading: Trends and Challenges | © 2022 Infosys Consulting 2

Trends in Liquified Natural Gas 
Liquified Natural Gas (LNG) trading across the globe has been increasing 
steadily over the last decade. We are witnessing a shift in the transportation of 
Natural Gas (NG) by converting it to LNG and shipping it using LNG cargo ships 
(LNG tankers). Shipping LNG has various advantages compared to transporting 
NG via Gas Pipeline. 

This paper will discuss the unique set of challenges presented by this shift, 
which all Energy players involved are currently facing. 



Overall trends in the LNG Market
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Russian gas reliance 
is decreasing 
Due to recent developments in Europe, some 
of the major European economies have 
become dependent upon LNG sources for 
energy security. 

The reliance upon Russian Gas being supplied 
via Gas Pipelines is decreasing due to the 
Russia-Ukraine war and Europe is looking to 
find alternative options to import NG. LNG 
shipments are making this possible. 

Could take 5 years 
to import supply 
Building the dedicated LNG and transmission 
infrastructure could take up to five years 
(Global LNG market outlook 2022-26, 2021) to 
import the required amounts of NG from 
reliable suppliers. 

Japan, China, South Korea, India, and Taiwan 
are the largest global LNG Importers, while the 
US, Australia, and Qatar are the largest LNG 
Exporters (LNG Market trends and their 
implications, 2019). 

Huge spike in growth 
over the last 20 years
Worldwide LNG supply has seen a spike in 
growth over the last 20 years. Between 2000 
and 2021, the volume of LNG has increased 
from 140.4 billion cubic metres (bcm) to 516 
bcm (bp Statistical Review of World Energy, 
2022). 

This market is expected to double in the 
coming decade due to increasing demand to 
reduce carbon emissions (Global LNG Market 
Outlook, 2022). Additionally, the growth 
trajectory will lean towards the European Union 
(EU) market until 2026, affecting the Asian 
market’s LNG flow. 

Regional demand is 
on the increase
There have been some recent geographical 
shifts in LNG-demanding regions. These are 
creating pressure to use all current availability 
of LNG suppliers. 

Resultingly, many new LNG Liquefactions and 
Regasification Infrastructure projects are 
under construction worldwide. 

We see four key trends in the LNG market. 



Challenges in Liquified Natural Gas Trading 
LNG business across the world has been growing over the past few years. 
Besides growth, there are also some challenges being faced by LNG trading players.
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Macro Market Dynamics
• Geopolitics 

• Price volatility 

• Different price markers 

• Alternate fuel options 

• Sustainability of supply 

Contractual & Regulatory 
• Complexity of obligation 

• Growing trade volumes 

• Shifts towards spot contracts 

• Changing annual delivery periods (ADP) 

• Difference in laws between two countries 

Operational
• Proper shipping and logistics scheduling 

• Operational safety 

• Operational risks 

• Capital intensive infrastructure 

• Loss in transportation 

Digital & Technology
• Change in business needs

• Continuous revamp in IT landscape

• Leveraging technological changes for 
business growth 

• Optimization of LNG landscape 



Macro market challenges
There are various external market factors driving LNG business up and down in various regions 
across the world. These may have a negative effect due to elevated prices and supply 
disruptions, resulting mostly in either fuel switching or finding alternative market players. 

• Uncertainty due to black swan events like the COVID-19 pandemic, the Ever Given getting 
stuck in the Suez Canal, and volatile geopolitical issues like the recent war between Russia 
and Ukraine affect supply and demand forecasting across the globe 

• Divergence of international gas prices. This includes different price benchmarks like Henry 
Hub in the US, TTF in Europe, IGX in India, JKM in Japan, Adelaide in Australia, etc. 

• Complexity and volatility of gas prices. These are due to an overly complex formula pricing 
that also varies periodically because of various parameters affecting long-term gas 
contracts, referencing of different oil benchmarks at distinct locations, supply-demand 
dynamics continuously impacting prices, etc. 

• Higher demand from Europe and European Price Marker TTF growing rapidly compared to 
Asian JKM for the next five years due to the shifting of the European market to LNG from 
existing Russian NG pipelines 

• Increased demand from Europe ready to pay premiums and increasing LNG prices may set 
back the price-sensitive LNG market in South/Southeast Asia, China, etc. This may force 
dependence on alternate fuel options to meet internal energy demands for Power and 
Industry (for example, the recent disruption of LNG supply in Bangladesh due to soaring 
LNG prices)

• Time zone management across geographies. Further distances, long voyage durations, 
setting up time zones for valuation reports and more in the system if LNG trading 
operations are based in different locations 

• Switching to alternate fuel choices generating competition for NG. Some examples include: 
the emergence of better battery technologies for energy supply which may affect the 
demand from the power generation side; hydrogen; bio-methane; shifting to more nuclear 
power plants; etc. 

• Gas demand for the Power Generation sector may start decreasing by 2035 but will start 
growing for the Transport, Industrial and Chemical sectors, so related changes in 
infrastructure may shape the LNG industry (Global gas outlook to 2050, 2021) 

• Sustainability of supply becomes critical (Global Energy and Natural Resources Report 
2022, 2022) 
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Contractual & regulatory challenges
There is a shift towards spot contracts due to soaring demands from Europe and Asia for LNG, 
the entry of new suppliers from Africa, and a growth in production from the US, Australia, Qatar 
and others. The volume of these contracts is also increasing rapidly. Along with mandates like 
switching to less sulphur fuel alternatives, this is drastically reshaping the LNG industry from 
both legal and regulatory standpoints. 

• LNG contracts have overly complex legal terminologies and obligations which are 
difficult to decipher which makes capturing all practical details of each contractual 
obligation tough 

• Increased volume of trade demanding efficient contract/data management. The existing 
LNG trade capture system may not be sufficient to capture and record the increasing 
volume of trade data 

• Shift from traditional producer/consumer OTC-based relationships to competitive 
trading markets like spot contracts. Previously these were long-term LNG contracts 
which are now changing to more spot deals of LNG trading 

• Managing legal terms and obligations between two countries, such as loss or accidents, 
or managing other obligations 

• The Annual Delivery Period (ADP) in long-term LNG contracts may be subject to 
change based upon contractual obligation, which can be challenging to manage 

• The International Maritime Organization (IMO) is increasing regulations in the Marine 
Shipping industry (IMO 2020, 2020) regarding lowering the sulphur content of bunker 
fuel from 3.5% to 0.5 % (Bakkali & Ziomas, 2019). This means LNG tankers need to 
switch from economical boil-off gas and high-sulphur fuel oil (BOG +HSFO) fuel to more 
expensive low-sulphur fuel oil (VLSFO), marine gas oil (MGO), or LNG. These changes 
need to be implemented in more than 700 existing ships currently operating worldwide 
(Number of liquefied natural gas storage vessels, 2022) which will be a very capital-
intensive change. 
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Operational challenges
Operational challenges may create sudden supply disruptions which negatively impact 
downstream markets dependent upon LNG supply. Also, more time and exorbitant set up costs 
for LNG infrastructure may further delay the payback time due to sudden operational failures. 
Hence managing operational risk is one of the crucial challenges for all LNG trading players. 

• The cargo volume has been increasing rapidly due to the growing number of spot contracts 
which require more agility in business and further investments in LNG cargo ships 

• Increase in LNG traded and delivered volumes stimulates the necessity of robust and 
efficient scheduling of the shipping and logistics processes 

• The price variations and some other operational challenges like Force majeure conditions 
are increasing operational risk exposure further 

• Sometimes delays in LNG projects such as extended period for commissioning of LNG 
terminal or disinvestments from ongoing LNG Projects affects profitability 

• LNG Storage tanks are prone to hazards and may result in operational losses during 
processes like storage, regasification etc. 

• LNG trading and shipping is a very capital-intensive business and requires higher cost in 
set up of LNG terminals due to requirements of cryogenic tanks and such related 
infrastructure. Due to fluctuating gas prices, calculating the exact payback period may vary 
as there might be a change in demand supply based on the market’s gas price sensitivity 

• Other operational losses due to boil offs, evaporation etc. which also cause some extent of 
emissions and may cause safety related issues 

• Due to the emission intensity of LNG, there may be some restrictions in growth for LNG in 
its major markets. This includes the EU, Japan, South Korea, and China because of their 
carbon neutral-centric aspirations for the future (Global gas outlook to 2050, 2021)

LNG Trading: Trends and Challenges | © 2022 Infosys Consulting 7



Digital & technology challenges
Managing an LNG portfolio means managing a plethora of parameters of the LNG business 
within the system. These are all variable in nature and overly sensitive towards market forces. 
The industry is still using legacy systems for LNG trading operations which have unstructured 
data and suboptimal processes. These can be risky in the long run due to the continuously 
evolving nature of the LNG sector. Building a robust system to manage the entire LNG trading 
landscape is critical for success in the LNG business. 

• Digital System of LNG Trading organization should have all these capabilities to handle 
multiple areas in the LNG Trading Life Cycle, such as: contract management, portfolio 
optimization, delivery planning & scheduling, physical exposure management, deal lifecycle 
for long term & spot contract deals, cargo operations, optimization of trade nominations etc. 

• Due to increased volumes of LNG trades and evolving nature of LNG contracts the legacy 
IT (Information Technology) systems are not capable of managing these evolutions in 
business processes and show operational shortcomings and can create critical business 
challenges 

• As volume of trade is growing so obviously there will be tremendous growth in data and 
existing IT systems need to upgrade to manage such enormous data more efficiently and 
effectively 

• With increased trade volume, the complexity of the trade increases too so manual or semi-
automated processes in daily business operations may lead to more business risks. 

• Optimizing overall LNG portfolio by managing contractual obligations and unforeseen 
market challenges is very crucial for sustainable growth of business in the LNG market 

• The requirements of LNG Trading are different than Natural Gas trading via pipelines due 
to difference in business operations so for those organizations which are involved in both 
the businesses may become more complex to manage overall Gas trading portfolios. 

• The necessity of CO2 and methane emissions limiting creates added demand in advanced 
technical asset management, as well as process checking and optimization tools. 

• Changes in legal compliances sometimes may require changes in IT operations too to 
handle those requirements. 

• Disruptive technological enablers should be replicated effectively and appropriately during 
IT upgrade to fulfil desired goal else those will not be helpful much to deal with all these 
challenges. 
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What’s next?
This article highlights some of the notable challenges that the LNG industry is facing 
and that affect the overall LNG trading business. Although LNG trading is still growing 
steadily, the challenges are also evolving simultaneously with the evolution of LNG as one 
of the world’s dominant fuel alternatives. For future sustainability of the LNG business 
these challenges need to be predicted based upon past experiences and overcome 
accordingly. 

In our next article, we further explore how LNG is still gaining momentum and increasing 
its share in the Global Energy mix due to the countless opportunities it is supplying. 
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