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Complex Dynamics, and Strategic Challenges
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This essay interprets Agata Gugliotta's article, "Gnl: come sta cambiando /a
domanda globale? Quali sono state le principali dinamiche che hanno
contraddistinto il mercato del Gnl nel 2024?", published on ISPI, Milan, on
February 6, 2025. It analyzes the changes in global LNG demand and the key trends
shaping the 2024 market.

https://www.ispionline.it/it/pubblicazione/gnl-come-sta-cambiando-la-domanda-globale-
199585
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The Evolving LNG Landscape: Implications for Italy

2024 marked a year of transition for the global Liquefied Natural Gas (LNG) market.
While consumption growth remained moderate at approximately 2%, the year was
characterized by complex and often conflicting regional dynamics. Asia,
spearheaded by China, solidified its position as the primary demand driver, while
Europe's consumption cooled after the 2022 surge. A significant shift occurred on
the supply side, with the United States eclipsing Australia and Qatar to become the
world's leading LNG exporter. Even amidst sanctions and geopolitical tensions,
Russia maintained its role as a key market participant, particularly for European
nations.

Key Trends and Dynamics Shaping the 2024 LNG Market
Several key trends defined the LNG landscape in 2024:

. Tempered Demand Growth: Global LNG demand experienced a modest 2%
increase, a slower growth rate compared to previous years. This reflects a
period of market recalibration following the dramatic shifts of 2022, when
the energy crisis triggered a surge in LNG imports worldwide.

o Asia's Continued Dominance: Asia reinforced its position as the leading LNG
consumption hub, with China as the primary engine of demand growth. This
increased consumption is fueled by a combination of factors, including
robust economic growth, rising electricity demand, and the strategic
imperative to diversify energy sources.

« European Consumption Slowdown: Following the sharp increase in 2022,
European LNG consumption moderated in 2024. This contraction can be
attributed to several converging factors: improved pipeline gas availability,
increased renewable energy generation, and the comparatively higher cost
of LNG relative to other energy alternatives.

« US Ascendancy in Supply: The United States emerged as the world's
dominant LNG exporter, a testament to substantial investments in
liquefaction infrastructure and the resurgence of key production facilities.
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This US primacy has profoundly reshaped the global market, influencing
prices and trade patterns.

Russia's Persistent Presence: Despite the imposition of sanctions and
heightened geopolitical tensions, Russia remained a significant LNG
supplier, particularly to Europe. This reliance on Russian LNG, however,
raises critical questions about Europe's energy security and underscores the
urgent need for supply diversification.

The Rise of Emerging Suppliers: Beyond the established major players,
several other nations, including Algeria, Norway, Egypt, and Mozambique,
expanded their LNG supply in 2024. These emerging suppliers contribute to
a more diversified global market, reducing dependence on traditional large-
scale producers.

Challenges Facing Italy

These global LNG market dynamics present several key challenges for Italy:

Energy Security Vulnerability: Italy, like much of Europe, relies heavily on
energy imports, including LNG. This dependence exposes the nation to
geopolitical risks, price volatility, and potential supply disruptions.
Diversifying supply sources and reducing reliance on single suppliers is
paramount.

Maintaining Industrial Competitiveness: Energy costs, including LNG prices,
directly impact the competitiveness of Italian industries. Securing access to
LNG at competitive prices is essential to support productivity and economic
growth.

Navigating the Energy Transition: Italy is committed to decarbonization
targets and reducing greenhouse gas emissions. LNG can play a bridging
role in the transition to renewable energy sources, but its use must be
carefully balanced with the development of renewables to achieve climate
objectives.

Investing in Critical Infrastructure: Ensuring a stable and reliable LNG supply
requires strategic investments in critical infrastructure, such as
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regasification terminals, pipelines, and storage facilities. These investments
are crucial for enhancing LNG import, storage, and distribution capabilities.

Recommendations for Italian Policymakers

To effectively address these challenges, Italian policymakers should consider the
following recommendations:

Diversify Supply Portfolios: Reduce dependence on any single supplier by
actively pursuing new partnerships with reliable nations and diversifying
supply routes.

Prioritize  Strategic Infrastructure Investments: Strengthen existing
regasification terminals and strategically develop new capacity to enhance
LNG import and storage capabilities.

Bolster Industrial Competitiveness: Implement energy policies that promote
competitive LNG pricing for businesses, while simultaneously incentivizing
energy efficiency and renewable energy production.

Strengthen International Cooperation: Foster stronger relationships with key
LNG producing and consuming nations to ensure market stability and supply
security.

Integrate LNG into a Holistic Energy Transition Strategy: Utilize LNG as a
transitional fuel, facilitating the shift towards a low-carbon economy, while
aggressively promoting the development and deployment of renewable
energy technologies.

Enhance Market Monitoring Capabilities: Establish robust mechanisms to
closely monitor global LNG market dynamics, analyzing trends, risks, and
opportunities for Italy.

Develop a Comprehensive Long-Term Energy Plan: Formulate a long-term
national energy strategy that considers the challenges and opportunities
presented by the evolving LNG market, outlining clear objectives and
actionable steps.
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Conclusion

The global LNG market in 2024 demonstrated moderate growth alongside complex
regional dynamics, posing significant challenges for Italy. The nation must address
the intertwined issues of energy security, industrial competitiveness, and the
transition to a low-carbon future. A prudent and proactive energy strategy,
grounded in diversification, strategic infrastructure investments, and robust
international cooperation, is essential to secure a sustainable energy future for
Italy.
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