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Proco Commodities is an international search firm 
focused on the global energy and commodity markets.

We aim to create a bespoke service that is flexible to 
meet the individual needs of every client. To achieve 
this, each of our consultants is specialised in a niche 
area of the market. This not only allows for a thorough 
understanding of a market, but also enables our 
consultants to develop stronger and more comprehensive 
networks in their chosen field.

We’re proud to be  
celebrating 10 Years  
of Proco Commodities  
in Singapore.

With a team of experts that cover a range of functions, 
from emissions to coffee, technology to risk management, 
our Singapore team know everything about the energy & 
commodities supply chain.

This report contains insights and analysis from our 
Singapore team. Over the last quarter, we’ve discussed 
topics such as carbon trading, the future of the agricultural 
industry post-pandemic, and how to maximize profitability 
while downsizing risk. 

We hope you enjoy our View From Singapore!  
To get in touch with our Singapore team,  
visit Proco Commodities Singapore.

Be sure to follow us on LinkedIn to stay up to date  
with all the latest trends and developments across  
the commodities supply chain markets. 
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Singapore’s Future 
as Asia’s Business Hub

Singapore is at the centre of international business based out of Asia. 
Given its strategic position, both participants and observers in the 
market are keen to understand how the country will fare in the wake 
of the pandemic and other geopolitical developments.

Singapore was efficient and effective in its handling of the 
pandemic with the government taking swift and strong 
action through widespread testing, a complete lockdown 
(aptly named a circuit breaker), and innovative technologies  
to monitor and track the spread of COVID-19. As a small 
city state with high levels of governmental control, a 
vaccination program was swiftly implemented and 
smoothly rolled out with comprehensive enforcement 
measures taken to control any external routes of entry. 
Vaccination rollouts are continuing at a steady pace with 
the country aiming to have 80-90% of its population  
vaccinated by the second half of the year. Much of the 
‘at-risk’ population has already been vaccinated.

The future looks bright for Singapore and it has prominently 
been used as an example for the rest of the world for how 
to handle the coronavirus. With these measures in place, it 
is now well positioned to continue life in the “new normal”. 
Social distancing measures and restrictions are still tight in 
the city, but that hasn’t prevented business from continuing, 
albeit with preventative measures in place.

Out of all Asian countries, Singapore has been the 
most pragmatic and advanced in its approach towards 
re-opening its borders, with the greatest degree of flexibility 
applied towards those coming in from territories that are 
deemed low risk, such as China, Hong Kong, Taiwan, New 

Zealand, and Australia. Ongoing proposals and discussions 
of travel bubbles have been tabled with these countries – 
an example of the government taking a front foot approach 
to pioneer safe travel.

Almost 100 billion Singaporean dollars have been pumped 
into the domestic economy since 2020 in the form of 
stimulus packages and rebates to not only alleviate the 
difficulties that COVID-19 caused for the economy, but 
also to ensure that both local and international businesses 
are capable of weathering such arduous conditions during 
this time. This, coupled with its other methods of managing 
the pandemic, will allow major international signature 
events such as the Shangri-La dialogue and Bloomberg 
New Economy Forum to take place (albeit with strict social 
distancing measures in place).

Because of Singapore’s history, the economy has been  
significantly focused on leveraging expertise, human  
capital, and technology rather than traditional  
labour-intensive supply chain models. Therefore, 
post-pandemic effects we see on supply chains elsewhere 
in less developed areas of the world have not had such 
intense effects here. Singapore is well situated to continue 
to develop as an international trading and financial hub 
as has been highlighted by multiple government agencies 
and the initiatives they have pushed forward.

Despite the global disruption, we have observed and  
noticed that the pandemic is unlikely to have a significant 
direct effect on the commodities industry in Singapore 
itself. Singapore (due to its historical, cultural, and 
traditional roots) has always been more of trading and 
logistics hub than a destination or origination market in 
itself. As long as the city-state can continue to maintain 
its full capabilities in logistics infrastructure and keep 
abreast of developments across the region, traders  
can continue to do their job managing logistics, risks, 
and relationships across the hemisphere. Having said 
that, with the traditional nature of the commodities 
industry – whereby a trader’s word is their bond – and the 
very physical nature of the business itself, a large portion 
of the business and relationship management will be 
disrupted (no more handshakes and face to face  
meetings will change local business tremendously).

Notwithstanding these disruptions, Singapore has  
been enforcing certain measures to ensure that its 
citizens and permanent residents remain competitive 
in an international job market, especially in a time 
where international talent becomes even more mobile 
due to their respective countries’ pandemic and labour 
responses. Quotas on the proportion of foreigners to 
local staff, fair advertising and employment rules, and 
increased enforcement of equal hiring policies have  
resulted in a significantly tougher environment for 
international candidates to find a job in Singapore,  
barring a shortage of local talent or corporate necessity.  
As much as such protectionist measures may help 
with local hiring and the domestic economy, the global 
exposure and talent pool required for the commodities 
market may inspire further discussion within the local 
government to increase flexibility on these matters.
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We are also seeing a shift in 
Singapore’s most relevant  
commodities, particularly in
relation to when our Proco 
Commodities office first 
opened here over a decade 
ago, with the energy transition 
at the forefront of this.

We are also seeing a shift in Singapore’s most relevant 
commodities, particularly in relation to when our Proco 
Commodities office here first opened over a decade 
ago, with the energy transition at the forefront of this. 
Over the last 10 years, renewables and LNG have been 
and will continue to be a hugely important part of the 
energy mix in Asia and an increasingly important source 
of energy. 95% of global LNG demand growth over the 
next 3 years will come from Asia. Reflected in this, we 
have seen LNG desks grow larger, smaller players set 
up offices in Singapore, and companies begin to embed 
more business developers into growth markets such as 
China and parts of South-East Asia.

Over the last quarter, we have also seen a surge in  
activity within the carbon markets. Again, spurred on  
by the energy transition, we have spoken with various 
businesses across energy, agriculture and metals who 
are looking to set up carbon trading and origination 
teams in Singapore. While it is still a relatively  
underdeveloped market in comparison to Europe where 
there is the regulated Emissions Trading Scheme, there 
is no doubt that Asia is not far behind the trend e.g. 
China’s national ETS is due to launch in June, which will 
instantaneously make it the largest regulated emissions 
trading market in the world.

Singapore has always concentrated Asia’s commodity 
trading activity and that is unlikely to change with  
international businesses favouring Singapore as a prime 
destination to set up their regional headquarters and 
satellite offices over other locales. 

Beyond commodities, we have seen businesses from 
other industries choosing to base APAC headquarters in 
Singapore as opposed to other international Asian cities 
such as Hong Kong. We have also seen Singapore voted 
number 1 in other areas, such as top destination for 
arbitration. As businesses increasingly opt to set up their 
Asian HQ’s here, it will only serve to make the Lion City 
a more globally connected hub and attractive for talent 
in general. The city-state is also primed to access major 
growth markets such as South-East Asia. With much of the 
population brought up to speak both Mandarin and English, 
it’s also well positioned as a hub for international business 
for Chinese, Australian and New Zealand companies.

It is clear that Singapore provides an all-round ease of 
business that other Asian cities struggle to match due 
to an English lingua franca, established rule of law, and 
security. The only caveat to this will be whether an 
aggressive (and so far successful) COVID management 
approach can be balanced with a reasonable opening 
up to continue this ease of business with counterparts 
regionally and globally. But overall, Singapore can be 
highly commended on its handling of the last year and 
we anticipate it to play an ever-important role in the 
regional and global economy.
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With the acceleration of the energy transition, the buzz around carbon trading 
markets has either been ignited, or in some cases like the EU, is witnessing a 
renaissance of sorts. As governments have declared their commitments to carbon 
neutrality targets and binding policies at national and global levels – such as the 
Paris Agreement – come into greater effect, the impetus on stakeholders within 
global supply chains to decarbonise has never been greater. For commodity 
traders, this presents a fair few opportunities.

Carbon trading 
A look into the fast-developing Asian markets

The creation of these markets not 
only enable businesses to meet their 
own carbon liabilities, but it creates 
opportunities for arbitrage and a 
liquid trading environment. 

What is carbon trading?
Unlike most commodities, carbon is not a physical product 
which can be traded. Instead, businesses will look to tackle 
their own emissions reductions targets through the trading 
of carbon credits. Typically, one carbon credit equates to 
one ton of carbon dioxide. These credits can be bought and 
sold to offset the amount of CO2 a company is emitting.

Carbon trading is seen as an effective market-based 
instrument used to incentivise businesses to meet 
emissions reductions targets. There are two markets 
under which carbon trading is conducted: Compliance 
and Voluntary markets. Compliance markets are 
regulated schemes where a state or regional authority has 
mandated companies to trade carbon credits. Under this 
scheme, companies have designated ‘carbon allowances’ 
that are then bought and sold in the marketplace.

Voluntary markets operate outside a regulated scheme 
and allow companies to buy and sell carbon offsets 
on a voluntary basis. It operates almost on a pure 
origination basis and for a carbon-reduction project 
to generate credits, it needs to meet criteria set by 
independent standards such as Gold Standard or VCS 
(Verified Carbon Standard). Therefore, the quality 
of such projects matter. As one senior leader in the 
industry described to me, “there is a difference between 
incinerating rubbish vs. a reforestation project”. These 
credits are then ‘retired’ once submitted through a 
registry and they’ve made their contribution towards 
the company’s climate commitments. While momentum 
is gathering for voluntary markets, it is still relatively 
nascent, with much room for development.

A brief history and current markets…
The most established emissions trading market is in 
Europe where the EU Emissions Trading Scheme was 
established in the mid-2000s. As of today, it still stands 
as the largest ETS in the world and it compels over 
11,000 power plants, factories and airlines within Europe 
to operate within what is known as a ‘cap and trade’ 
scheme. Allowances are auctioned off or allocated for 
free, which can then be traded in the market. Under 
this scheme, if businesses are unable to stay within 
their designated allowance, they can compensate by 
buying allowances from firms which are below their 
annual cap, with the price set by demand. While the EU 

Alex Walsh, Consultant
Energy 

ETS is the most mature market – which many countries 
have subsequently used as a case study for their own 
schemes – it has come with its fair share of teething 
issues over the years. It has previously been criticised 
for not providing strong enough incentives, causing the 
market to essentially flatline as prices remained too low 
and permits oversupplied the market. However, in recent 
weeks we have seen it gather momentum as the price of 
carbon reached 50 EUR/mt for the first time this month 
– a positive sign for the market that has already spurred 
greater commercial interest.

Here in the Asia-Pacific region, we have established 
regulated emissions trading schemes in countries 
such as Korea and New Zealand. However, most of 
the region remains relatively underdeveloped. China 
is on track to open its national ETS in June, which will 
instantly make it the largest carbon trading market in 
the world. The voluntary market is where much of the 
action is currently taking place and while corporates 
are still familiarising themselves in this space, exploring 
technologies, costs and their own abatement curves, 
there is undoubtedly huge potential in the region. A 
recent report written by Conversation International, 
DBS Bank, Temasek and NUS declared that with about 
15% of the world’s tropical forests, South-East Asia’s 
carbon stores will offer the highest rate of return in the 
world. Singapore have also just announced plans to 
headquarter a new global carbon exchange. 

A View From Singapore
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Although overall demand for carbon credits is still 
relatively low in the region, this a clear indication that 
we’re likely to see a robust carbon market develop soon.

Again, much work needs to be done in terms of ensuring 
that the quality and integrity of credits generated in 
APAC are high. If a business is looking to offset their own 
carbon liabilities, these projects and the credits extracted 
from them need to be bulletproof. As environmental 
products teams are starting out, they will likely buy credits 
from the secondary market to create a portfolio to play 
around with. However this can pose risks when it comes to 
quality. Companies with long-term ambitions in this space 
are investing into upstream projects to ensure they have 
exclusive rights and greater control over the quality of these 
credits. As the price of carbon rises, the initial CAPEX spent 
on these projects will be minimal in the long term once the 
projects can consistently produce carbon certificates.

So what does this mean for commodity trading?
The creation of these markets not only enable 
businesses to meet their own carbon liabilities, but it 
creates opportunities for arbitrage and a liquid trading 
environment. Over the last quarter we have seen leading 
trading houses establish carbon desks. For example, 
Trafigura and Vitol recently announced that their carbon 
trading soared by over 60% in 2020. The pace of the 
carbon movement has generated huge momentum for 
any commodity trading business – energy, agricultural and 
metals – to build teams.

As one can imagine, the scramble for talent is immense. 
Individuals with emissions and environmental products 
backgrounds in Asia are sparse and those whom I have 
spoken with in the region have been approached in the 
last quarter like never before. Our US and European 
based colleagues have confirmed the same and most 
individuals are grabbing the opportunity to speak with 
several businesses concurrently. Carbon traders and 
originators know their stock is high and we are already 
seeing some businesses renegotiate contracts with their 
existing carbon teams (or whatever may be left of them) 
to ensure retention. What complicates matters further for 
businesses looking to bring on board strong talent is the 
stark reality that the talent pool is shallow – particularly in 
Asia. Carbon emissions trading is nowhere near developed 
to the level of Europe, resulting in vastly undersupplied 
talent in the region. BP and Shell have (or had) the two 
most established environmental products/low carbon 
trading set-ups in the region but have been left in a 
precarious position as they’ve watched their teams 
deplete rapidly over the last 1-2 months.

Talent is scarce, where can businesses look?
Although the two majors’ teams are a shell of their 
former selves (excuse the pun), they will likely have  
the luxury of being able to pull internal talent from  
other parts of the globe. Many of their traders already 
came from their European Gas and Power teams.  
There will also be plenty of strong individuals within 
these businesses putting their hand up to jump on  
the carbon train no doubt.

For companies who do not possess such luxuries, they 
have two options: move fast and pay a premium for 
talent or get creative and look into individuals with 
less product experience. Gas, power and renewables 
would naturally be the first place to look. It is likely these 
traders have had exposure to emissions markets already 
and many carbon traders today find their roots there.

There are also those in the region who come from a 
strong environmental products background but have 
since shifted into other products. The collapses of the 
market over the last decade or so caused them to 
look for greener pastures, but several I have spoken to 
have already indicated interest to move back given the 
traction the carbon markets are gaining.

In Asia, there are a small handful within the LNG space. 
The voluntary markets today are also described as very 
similar to what LNG was 10 years ago. However, it will 
not be easy to pull these individuals out. LNG is going 
to play a major part in our energy transition (see my 
previous blog) and some would argue it’s a more stable 
and predictable market. With the increasing prominence 
of carbon neutral deals in the LNG market, these 
individuals will likely want to leverage their skill set within 
their current roles. Therein lies the conundrum – this 
combination of experience will likely become increasingly 
desirable and individuals may be reluctant to take a 
punt on a pure carbon trading role, especially if they 
were put off by the market once before.

Other products I have been suggested to look into for 
talent include biofuels – another space we have seen a 
rapid increase in interest. Coal traders may even be an 
option! Several have seen the writing on the wall and 
have already begun the transition into environmental 
products within their own organisations. Carbon trading 
and origination ‘isn’t rocket science’ according to those 
in the field, and any trader worth their mettle will tell 
you they’re commodity agnostic anyway.

Whether Singapore/Asia is the best location to develop 
these teams remain to be seen. As mentioned, the talent 
pool is relatively small and the market is itself still lags 
behind Europe by a few years, which is where we still  
see most of the demand coming from. That being said, 
pace is gathering in Asia and will undoubtedly grow. 
It could make geographical sense to have teams based 
in Singapore given its proximity to many of the projects 
and growing demand in the region. Businesses could 
look into hiring strong external talent from Europe and 
base them in Singapore.

The bottom line is: if businesses are serious about  
setting up carbon trading and origination teams in Asia, 
they’ll need to move fast and expect to pay a premium. 
Or they may have to get creative and hire those with 
less product experience. Either way, it’s evident from the 
businesses we work with across all commodity sectors 
that the carbon movement is well and truly underway 
and we can expect to see more growth in Asian markets 
sooner rather than later.

For companies who do not possess 
the luxury of a global reach, they 
have two options: move fast and pay 
a premium for talent or get creative 
and look into individuals with less 
product experience. Gas, power and 
renewables would naturally be the 
first place to look.
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Whilst business conditions were 
tough in 2020, the agricultural  
industry has somehow managed 
to outperform negative  
economic sentiments.

The Future of the Agricultural  
Industry in 2021

2020 was a challenging year for many of the physical trading 
merchants in Asia, driven by a trade war between the US 
and China (with many ripple-effects and political crises as a 
consequence of tension – this will be discussed in our next article), 
a global pandemic which placed restrictions on travel and 
business, and a credit crunch resulting in a significantly tougher 
financing environment. But whilst business conditions were 
tough in 2020, the agricultural industry has somehow managed 
to outperform negative economic sentiments.

John Ong, Principal Consultant 
Softs & Agricultural 
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Initially affected by worldwide supply chain disruptions 
(a direct consequence of COVID-related lockdowns), the 
agricultural markets rebounded rapidly as strong demand 
and concerns around food security grew. A significant 
trend across nations (including emerging markets and 
developing economies) is that they have focused on the 
need to secure additional buffer stocks of essential items 
to hedge against volatility and further supply disruptions. 
This has essentially led to a significant level of support in 
prices as countries seek to procure and maintain their own 
stores of emergency provisions.

Despite the positive performance of the industry which 
in many ways has outperformed oil and metals, most 
organizations are aware that the current status quo 
is unlikely to last. The mainstream agricultural trading 
industry, driven by transparency and well-established 
supply chains has begun to take on the appearance of a 
sunset industry. Many industry veterans have been vocal in 
decrying that the final days of third-party trading are just 
beyond the horizon.

As the markets continue to evolve, the industry has set 
its sights on disrupters to the status quo that just might 
create enough value to prolong the longevity of the 
trading business:

Container-based trading organizations are on the rise 
and are on track to establish strong market shares within 
their specific niches. Traditionally a business strategy 
more suited for smaller independents, this is something 
larger trading houses admit their business models are not 
ideally structured for. Requiring significant administrative 
and operational focus, these high-margin, high-effort 
models have recently come to the fore for their surprising 
ability to move dynamically and leverage an underutilized 
container and freight industry.

Whilst the ABCDs have a long-established advantage 
(a global presence from origination to destination, 
economies of scale, large operational/functional 
efficiencies, and deep balance sheets), over some 

of the smaller firms which enables them to rapidly establish 
and develop new vertically oriented value structures in 
new markets, they may still be threatened by the ability 
of smaller traders to access niche areas within the market 
where they are unable to pivot to as effectively.

Above all, one of the most telling trends we have 
witnessed has been an organization’s focus and ability to 
connect supply and value chains up and down the value 
stream. This, combined with the ability to secure and 
retain talent has seen them extract the most value out 
of such flows. As more firms look to entrench themselves 
further downstream, a significant trend towards “de-
commoditizing the commodity” has emerged.

With the emergence of different consumption patterns 
(due mainly to evolving end-user demographics such as 
education and affluence), there has been a significant rise 
in industries such as the Asian dairy sector, aquaculture 
and aquafeed businesses, as well as a growing market for 
alternative and innovative proteins.

As the world continues to evolve, these rapidly growing 
segments represent huge potential for companies to 
expand their customer base by diversifying their end-user 
segments. New protein sources and industries such as 
lab-grown and plant-based varieties of protein represent 
a new path to consumers. Further to this, we are seeing 
insect and fungi protein industries begin to emerge (albeit 
still a ways off from being commercial alternatives). Most 
of these newer industries still require a prohibitive amount 
of R&D and investment for them to become commercially 
viable short of a paradigm shift. It is important to note 
that there has been a large trend amongst start-ups to 
investigate and develop technologies within these specific 
areas. This industry sector is also supported by governments 
who are sponsoring research into such markets.

Ultimately, such new segments always carry their own 
dangers, primarily uncertainty around pricing mechanisms 
and high initial investment costs before they become 
economically viable. This is particularly relevant for more 

novel products such as insect proteins and lab-grown 
meat. Organizations choosing to enter this arena 
will also be faced with high barriers to entry: most 
pressingly, marketing costs (and challenges) to shift 
customer perceptions that they would prefer to pay a 
premium over traditionally farmed meat. Opponents to 
this fledgling industry have made suggestions that the 
groundswell towards such products may ultimately be 
an unsustainable trend, a fad which might evaporate, 
ultimately leaving investors high and dry.

Despite these opponents and perhaps as a reflection 
on the challenges the agricultural trading industry 
has encountered over the past decade, it is becoming 
evident that the ‘old school’ and more traditional 
bulk trading mentalities must make way for a more 
comprehensive and holistic approach to the business.

Given the amount of transparency and the ease of 
accessibility to data both on supply and demand sides 
(not to mention the processing segment in-between), 
the traditional advantages of a multinational trading 
platform are slowly being eroded. Coupled with a 
constant stream of new entrants into the market ever 
looking to capitalize on any and all niche opportunities, 
and the emergence of new market segments, there is 
now much less room for complacency in this modern 
trading world.

The question will ultimately resolve itself as we witness 
the beginnings of a shift – how will the agricultural 
trading industry reinvent itself to survive the future?

A View From Singapore
The Future of the Agricultural  

Industry in 2021
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Global commodity markets are growing more transparent, with a higher 
amount of information available to different participants. This makes such 
information more “commoditized”. Consequently, information that once was 
a key asset for traders is now widespread, putting pressure on trading margins. 
For the traders, there are two possible methods to maintain or increase their 
profitability: increasing trading volumes or expanding the asset base. 

Diversifying risk and maximizing  
profitability in commodities

When looking at the commodities 
value chain, traders have the 
option to expand into upstream 
or downstream activities. These 
investments are an efficient way 
of deploying excess capital while 
securing trade flows.

The first option requires additional 
funding, which is sometimes not 
available, and increases risk. The latter 
not only diversifies the risk but also allows 
traders to benefit from higher margins 
and more stable cashflows. 

Reducing risk through diversification 
When looking at the commodities value chain, traders 
have the option to expand into upstream or downstream 
activities. These investments are an efficient way of 
deploying excess capital while securing trade flows. As 
an example, in 2020 Vitol established Vencer Energy to 
exclusively look for upstream opportunities in the US.

The venture has already successfully acquired Hunt Oil 
Company’s Midland Basin assets. Cargill invested into 
downstream/finished products with the acquisition of 
the Leman Decoration Group. The acquisition of a cake 
decoration producer by the largest agricultural trading 
company confirms the trend where traders are moving 
further downstream, resembling food companies. 
Therefore, they are reducing overall exposure to the 
trading business, securing higher margins and more 
stable cashflows. 

Carolina Vernillo, Consultant
Corporate Functions 
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The pressure from investors and public opinion surrounding 
the energy majors is forcing them to rapidly address their  
de-carbonization plans, which in turn will play a key role in 
the establishment of a broader asset base for their traders.

Carolina Vernillo, Consultant at Proco Commodities Singapore

These two examples show how companies can successfully 
grow alongside the value chain, reducing risk. This 
‘loophole’ of sorts will continue to prove popular in the 
wake of COVID-19, which exploited weaknesses in many 
businesses. Therefore, many companies are now looking 
to reduce risk should such a catastrophe strike again. 

The energy transition is also a hot topic for trading 
merchants, particularly those engaged in oil & gas and 
mining. There is a growing concern around emissions 
which has resulted in many of the larger merchants taking 
the necessary steps to alleviate these concerns. It is worth 
highlighting the Nala Renewables initiative. Trafigura 
have teamed up with IFM Investors (one of the largest 
infrastructure funds globally) to establish a joint venture 
focused on the energy transition. The joint venture has 
invested in a battery storage project in Belgium and, more 
recently US business Swift Current which has a portfolio 
of over 6 GW of solar and wind power, as well as energy 
storage projects. Initiatives like Nala Renewables are also 
a way to reduce risk through diversification. And in this 
case, they also address the energy transition agenda. 

Expanding information assets 
The pressure from investors and public opinion surrounding 
the energy majors is forcing them to rapidly address their 
de-carbonization plans, which in turn will play a key role in 
the establishment of a broader asset base for their traders. 
Privately held trading merchants do not face the same level 
of scrutiny from shareholders. Whilst the energy transition 
is here to stay, it is widely viewed that the need for oil & gas 
over the coming decade still makes investment into non-
renewable assets an attractive option. 

It is thought that when supply cannot keep up with 
increasing demand, a commodities supercycle will occur. 
This might be further exacerbated as the world re-emerges 
from COVID-19. Talk of a supercycle is already rife throughout 
the industry. You can read our insight into the topic at 
prococommodities.com/insights. This trend, combined with 
strong liquidity in the market, will push for more M&A activity 
in the commodities sector. Companies are expected to 
increase in-house investments teams as sector knowledge 
becomes an important asset to deploy capital wisely. 
Creating a strong foundation of market knowledge will prove 
crucial to the success of a company’s investments. 

A View From Singapore
Diversifying risk and maximizing  

profitability in commodities
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When the pandemic struck in spring 
2020, LNG demand was hit hard, and 
the effects are still being felt. We review 
how the market was affected, examine 
current hiring trends across the region, 
and consider how the LNG employment 
market is expected to perform in 2021.

A year like no other
China was the first to react to COVID-19, reducing their 
energy demand in response to economies halting and 
lockdowns. We saw state-owned CNOOC declare force 
majeure on its LNG contracts as downstream markets were 
disrupted by the pandemic.

The world soon followed suit. In March 2020, Shell announced 
they would be exiting the Lake Charles export facility 
agreement in Louisiana, citing ‘negative market conditions.’ 
Market uncertainty was reflected in a drastic reduction in 
investments in future liquefaction capacity being planned 
over 2020. Coming off the back of a record year for FIDs 
in 2019, it wasn’t until November that we saw the first for 
2020 – US firm Sempra Energy taking a final investment 
decision on its Costa Azul project in Mexico. The majority of 
businesses had opted to defer their FIDs to a later date.

By winter, a number of factors set the conditions for 
a perfect storm as we saw an unprecedented rise in 
Asian spot LNG prices. Extreme winter temperatures in 
North Asia, continued production issues in Asia-Pacific 
and bottlenecks through key trade routes led to a 
surge in demand for spot LNG cargoes. Total were the 
biggest winners from this period, managing to sell at 
$39.30mmBtu. The dust has settled and the industry has 
returned to a more familiar state, however the volatility in 
the market over the last year has certainly impacted how 
Asian buyers secure their volumes.

One year on: Predicted 2021 hiring trends 
in the Asian LNG market

What lies ahead?
It is clear that it remains a buyer’s market as demand for 
long-term supply is low given the price volatility of 2020. 
Buyers in the region will be hesitant to commit to long-
term contracts when the spot and short-term market can 
alleviate their immediate needs. For developers looking to 
reach FID, they will have to find solutions with investors 
who are tentative to lock themselves into long, capital 
intensive projects.

However, despite the current lack of investment appetite 
and desire for long term supply contracts, the outlook for 
LNG in Asia remains bright. Demand for LNG will continue 
to grow in the region as countries seek to reach emissions 
targets set by their governments. China is on target to 
become the world’s largest importer of LNG, while the 
Indian subcontinent and parts of South-East Asia hold 
huge potential as governments seek to bring about a 
greener energy mix. The global LNG centre of gravity will 
continue its shift towards Asia for years to come.

Qatar and Russia have been making the biggest moves 
to address this demand. In February, Qatar Petroleum 
announced they had taken FID for their North Field East 
project. It is set to become the largest LNG project in 
the world – a clear statement of intention that it plans to 
solidify its position as the ‘LNG King’. Just last week, QP 
also signed a 10-year purchase and sales agreement with 
Sinopec while Novatek have also recently signed a 15-year 
supply deal with China’s Shenergy Group.
Both Qatar and Russia are able to supply LNG that 
undercuts their high cost rivals. QP’s 10-year deal with 
Pakistan signed last month is evidence they are willing to 
slash prices to gain a greater stranglehold on the market. 
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According to traders, they have also been effective in the 
spot market. Since late last year, QP have been able to 
offer competitive prices and secure tenders to supply spot 
cargoes to Pakistan, India and Taiwan.

Although producers from the US and Australia can’t 
compete at the same breakeven price of Qatar, there will 
always remain a need for buyers to have a diversified range 
of supply. As one senior marketing and trading executive of 
an Australian energy business cited, the short-run marginal 
costs of Australian projects are competitive with QP, they 
have existing brownfield infrastructure to leverage on and 
their government has been highly effective in setting up 
FTAs with neighbouring APAC countries to facilitate trade. 
The consensus is that there will be a supply shortage come 
middle of the decade, creating room for non-Qatari/
Russian producers.

US producers have struggled but will still hold key 
competitive advantages in being able to source gas from 
the market and benefiting from the oil price recovery. One 
obvious uncertainty is what their outlook will be in accessing 
the Chinese market. Historical trade tensions and growing 
indications that the Biden Administration will remain tough 
on China mean buyers will be hesitant to engage in long 
term contracts when Qatar and Russia can offer more 
favourable deals with fewer geopolitical strings attached.

Potential Hiring Trends
At a high-level, with the increased demand for LNG in Asia, 
we can anticipate a growth in the job market in Singapore 
and China. Last year, we saw senior LNG personnel and 
teams from established organisations shift to smaller 
or newer players such as Six One Commodities and OQ 
Trading. Axpo opened their office in Singapore in December 
2020 “because of the significant potential in the booming 
LNG market”. This is a trend that will undoubtedly continue.

Since January, we have seen steady hiring across 
commercial and functional roles. DGI, Eni and Total 
are amongst some who have brought in new traders/
originators in the last quarter. Novatek and Aramco Trading 
will continue to hire across their front and middle office to 
support the ramp up of its activities in the region.

One senior trader cited that the increase of LNG trading 
activity and volumes will result in a natural need to 
strengthen support functions. I have spoken with several 
senior leaders who have confirmed they will be hiring 
across operations, chartering, contract management, 
quant analysts and LNG lawyers before the end of this 
year. Strong senior operators will likely come at a premium 
as several hiring managers have indicated the difficulty in 
finding individuals who have the right level of know-how, 
leadership qualities and the willingness to move.
Several North American producers have lost key senior 
personnel in the last 12 months. In the last quarter, we 
have seen these firms, such as Venture Global LNG, look to 
re-engage old hiring processes or backfill senior individuals 
they have lost to competitors.

In China, there will be a continued need for firms to have 
strong LNG business developers based on the ground. 
The 15-year supply deal signed between Novatek and 
Shenergy exemplifies this. As the Tier 2 players continue 
to grow, there will be an increasing and urgent need to 
have on board experienced business developers who 
can not only bring access to senior individuals, but also 
the ability to educate newer customers. These emerging 
Tier 2 players have different needs, infrastructure and 
professional capabilities to the traditional buyers.

Some businesses have historically stationed satellite 
offices in China although the bulk of commercial 
negotiations and decision making were conducted by 
leaders sitting in Singapore. There is still uncertainty in 
global travel and while this continues, relationships will 
suffer. We have seen several leading Chinese marketers, 
who are typically based in Singapore, work from China 
since the pandemic struck in order to facilitate these 
relationships. One originator cited the lack of an 
individual on the ground as a key roadblock to Sempra 
Energy achieving more success in China. We have also 
worked with firms who were previously less established 
in the Chinese market become more open to hire these 
business developers on a consultancy basis as they try to 
build traction in the early stages.

The most desirable skillset we anticipate – not just in  
LNG but across all energy markets – is experience in 
carbon-neutral transactions. In Asia, while still small in 
scale and developing, carbon-neutral LNG deals will only 
increase in prominence and importance moving forward. 
Major players such as Shell, Total and JERA have been the 
most prominent in selling carbon-neutral cargoes and this 
played a major factor in the supply deal between Pavilion 
and QP last year. The key challenge for LNG suppliers and 
Asian consumers will be agreeing on the quantification 
of carbon offset credits and the qualification these 
credits. Governments will also need to provide some 
form of regulatory framework that will further incentivise 
businesses to engage in low-carbon LNG trades – The 
Paris Agreement will be the biggest driver. As these deals 
scale up in the near future, having strong exposure to these 
transactions will undoubtedly be a highly desirable skill set.

The future of LNG in Asia looks highly promising. 
Despite a tough year for producers, the demand for 
the transition fuel in Asia remains and businesses will 
continue to strengthen their physical presence in the 
region as a result.
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