INSIGHT  ENERGY

PISRE R MARKETS
BRIEFINGS 0UT.00K

N

- Why Middle East Producers Must Lead the Next Wave
- of Infrastructure, Pricing, and Policy Innovation

CONTRIBUTORS:

* TOM BAKER, MANAGING DIRECTOR & HEAD OF MIDDLE EAST & AFRICA, VITOL
* MATTHEW COX, HEAD OF BENCHMARK, BALTIC EXCHANGE

» ANDREW LAVEN, MANAGING DIRECTOR, E-CONS



INSIGHT BRIEFINGS ENERGY MARKETS OUTLOOK

“Anchoring the Next Wave: How LPG Producers
Can Build Resilience in a Fragmented Global Market”

Contributors:

* TOM BAKER, MANAGING DIRECTOR & HEAD OF MIDDLE EAST & AFRICA, VITOL
* MATTHEW COX, HEAD OF BENCHMARK, BALTIC EXCHANGE
* ANDREW LAVEN, MANAGING DIRECTOR, E-CONS

Securing the Future of Global LPG: From Infrastructure to Policy
Alignment

stability and open new markets.

avoid the large upfront costs of terminals and distribution networks.

downstream bottling, cylinder networks and regional distribution. Co

and host governments reduce risk and attract capital.

Logistics innovation must complement infrastructure expansion. A “hub
and spoke” model, where very large gas carriers offload to floating

expected to continue growing strongly through the next decade.

exposure.

collaborate on terminals and storage solutions to stay competitive.

in emerging markets.

Pricing Power and Trading Resilience

more agile exporters.

i Global supply continues to grow, with evolving demand centers and
i shifting trade flows making price transparency and flexibility vital. India,
As global LPG demand shifts toward emerging economies, producers for instance, remains a major importer but is beginning to diversify its
face a defining challenge: how to secure long term market resilience in i SOUrces.
an increasingly competitive and volatile landscape. The answer lies in
infrastructure leadership, developing the “anchor shorts” that create :
Vertical integration across production, shipping and retail helps absorb

In Africa and South Asia, the demand story is compelling but constrained. i Penchmark volatility. Producers owning downstream retail or cylinder

Eleven high opportunity markets in sub-Saharan Africa could see i
household LPG consumption rise sharply over the next two decades. Yet
public and private investment remains limited, as private players tend to
: complicate logistics. Harmonizing these standards allows larger, more

This is where Middle Eastern producers, often state backed, can lead. : efficient cargoes and predictable pricing.

Establishing import terminals in stable coastal hubs such as Mombasa,
Durban or Walvis Bay can anchor inward volumes while enabling :
i freight hedges tailored to Africa and South Asia can reduce project risk.
investment models involving national oil companies, international traders
: programs, securing long term supply for consumers and investors alike.

Inshort: pricing and trading resilience depend on transparent benchmarks,
: flexible contracts and deeper integration between producers and end
storage or smaller coastal vessels, can significantly cut freight costs. The
Middle East and Africa’s LPG storage market is expanding rapidly and

Producers should support the development of more transparent
regional indexes, allowing buyers to hedge and plan procurement.

networks can capture margin and ensure supply reliability.

Standardizing product specifications would further reduce costs.
Today, divergent propane and butane blends across African countries

Producers can also collaborate with financial institutions to expand
hedging tools into emerging markets. Forward contracts, swaps, and

Public and private financing can underwrite cylinder and distribution

markets.

. . . ) ) Policy Alignment and Energy Transition
Strategically, producers must diversify access points. Supply hubs in
politically stable markets like Kenya, South Africa and Namibia can serve : TS ) . <
as regional re export bases, offering flexibility and reducing geopolitical ; Sustainability and energy access goals. Clean cooking, emissions
: reduction, and energy inclusion now dominate global agendas. Producers

. . . ) i that position LPG as a bridge fuel within the decarbonization narrative
Meanwhile, sourcing strategies must evolve. The United States has become

the largest LPG exporter, with cargoes increasingly flowing to Asia. Middle :

Eastern producers must match this agility, offer flexible routes, and : ) -
i on biomass such as wood or charcoal for cooking. Governments and

i development agencies are pushing for LPG transitions to improve health

In short: producers must lead infrastructure development, share risk with ¢ outcomes, empower women and reduce deforestation. By linking LPG

governments and partners, and build logistical agility to ensure growth : deployment to health, gender equality and climate goals, producers can

¢ align with national priorities and secure long-term demand.

¢ Regulatory harmonization is also critical. Weak enforcement of cylinder
: certification and illegal refilling undermine safety and investor confidence.
The resilience of the international LPG market depends not only on Estaplishing frameworks such as _cylinder recirculation quels and digital
infrastructure but also on how the product is priced, traded and hedged. tracking systems are essential first steps toward sustainable markets.
The current system, dominated by monthly contract pricing, limits :
flexibility and exposes market participants to volatility. Reforming this :

benchmark model is essential for Middle East producers to compete with

LPG’s long-term future will be defined by how producers align

can unlock political support and climate focused financing.
In sub-Saharan Africa, roughly four out of five households still rely

Digitally managed tracking and refill authorization systems enhance
safety and build consumer trust.

Local manufacturing and workforce training further reinforce resilience.

Investing in cylinder production and distributor training reduces import
dependency while creating jobs and community acceptance. Locally
produced cylinders also lower logistical costs and taxes.

Financing innovation will be vital. Redirecting carbon revenues from
emissions trading or climate finance mechanisms into LPG infrastructure
such as terminals, cylinders and retail networks can accelerate access and
align with environmental objectives.

Finally, producers must frame LPG as an enabler of the energy transition
rather than a legacy fuel. In countries where electricity tariffs are rising,

sustainability frameworks.
In short: aligning LPG with clean cooking, employment and emissions

sustainable development.
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Conclusion: From Volatility to Vision

To build resilience and competitiveness, LPG producers must evolve from
passive suppliers to proactive architects of market ecosystems. Infrastructure
investment, pricing reform and policy alignment are the three pillars of a
sustainable future.

Investment in anchor hubs and co funded distribution systems can stabilize
supply. Transparent benchmarks and hedging tools restore trading
confidence. Alignment with clean cooking and decarbonization agendas

builds policy credibility and long-term relevance.
LPG is emerging as a cheaper and cleaner household option. Such : | pG may once have been treated as a byproduct of hydrocarbons, but in the
narratives strengthen LPG’s role within national energy policies and i Global South it is emerging as a critical energy vector. With global supply
now surpassing 370 million tons and competition intensifying, the advantage
: will go to producers who invest, integrate and inspire trust.

goals converts it from a commodity export into a strategic instrument of : y smpracing this vision, Middle East producers can secure not only export

volumes but enduring relevance, while helping millions gain access to cleaner
* and safer energy. B

Top 5 Recommendations

1. Create Anchor Demand through Producer-Led Investment Partnerships

Middle East LPG producers should establish anchor shorts by investing directly in large-scale import terminals and downstream infrastructure in high-
demand regions, especially East and Southern Africa. Government-backed GTG (government-to-government) frameworks can mitigate political and
regulatory risks, ensuring long-term offtake commitments that justify high CAPEX investments in storage and distribution.

2. Develop a Liquid and Transparent Pricing Benchmark

The dominance of the Saudi CP (Contract Price) model restricts market liquidity and hinders hedging. Producers must collaborate to introduce alternative,
transparent regional benchmarks—potentially linked to FEI or Mont Belvieu indices—to enable forward hedging, enhance price discovery, and integrate
more suppliers, traders, and buyers across the East-of-Suez markets.

3. Harmonize Regional LPG Specifications and Safety Standards

Disparate cylinder specifications and propane-butane mix ratios (e.g., 80/20 vs 20/80 blends) across African markets increase costs and inefficiency.
Harmonizing technical standards—through regional bodies like the ECA (East African Community)—would enable bulk imports, simplify logistics, and
foster intra-regional trade of LPG.

4. Strengthen National Regulation and Licensing to Ensure Market Discipline

Governments must implement unified LPG licensing, cylinder management systems, and anti-illegal-filling enforcement. Digitization and traceable
refill networks (potentially blockchain-enabled) can improve safety and consumer trust, reduce market distortions, and safeguard investors against
unregulated operators who undercut prices and compromise safety.

5. Foster Vertical Integration and Public-Private Collaboration

Encourage vertically integrated investment models—linking producers, shippers, and local distributors—to manage the full LPG value chain from
production to end-user. Public-private partnerships can leverage state credibility with private sector efficiency, ensuring both energy access and
commercial viability while facilitating the shift to clean cooking fuels across Africa.

In summary:

Securing and serving an international LPG market requires a coordinated producer-government strategy that combines anchor demand creation,
transparent pricing, harmonized regulation, and integrated investment models. This integrated approach can unlock Africa’s vast LPG potential while
enhancing Middle Eastern producers’ long-term competitiveness and resilience in global markets.

Source: Insights were harvested from a workshop hosted by ENOC at the 13th Fujairah Energy Markets Forum on Oct. Ist, 2025, where 100 LPG market
stakeholders participated in a 3-hour curated brainstorming session
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