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MISC’s LNG Asset Solutions segment
possesses more than three decades
of distinguished reputation as a global
industry leader in safe and efficient
transportation of LNG.
With a proven track record of operational
excellence, reliability, safety and on-time
cargo deliveries, we are well-positioned
to capitalise on emerging opportunities
including non-conventional LNG solutions
by leveraging on our in-house technical
and ship management capabilities
as well as the expertise in project
management for newbuildings and
refurbishment projects.

KEY HIGHLIGHTS

Over 35 years
of proven experience & operational

excellence

One of the
world’s largest single owner
and operators of

LNG
carriers

Owns and operates

29 vessels and
2 floating
storage
units
(FSUs) that services Malaysia’s
first regasification terminal
offshore Sungai Udang, Melaka

Transported

7% of the
world’s LNG
Able to call at more than

80
LNG
receiving terminals and over

30 LNG liquefaction terminals worldwide
FINANCIAL PERFORMANCE

Revenue

The
first shipowner
in the world to have operational experience
with floating LNG unit (FLNG)

RM2,582 million
Cumulatively made more than

Operating Profit

RM1,190 million

9,800 voyages
carrying more than

500 million tonnes of LNG
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2019 was an exceptionally successful
year for LNG Business as we achieved
significant milestones that aligned
with MISC’s strategic priorities of
diversifying its business ventures,
expanding its third party portfolios as
well as broadening its revenue sources
ZAHID OSMAN
Vice President, LNG Business

VICE PRESIDENT’S REMARKS
2019 was an exceptionally successful year for LNG Business as we
achieved significant milestones that aligned with MISC’s strategic
priorities of diversifying its business ventures, expanding its thirdparty portfolios as well as broadening its revenue sources.
The gas and LNG markets continue to evolve and expand. The
market is becoming more competitive with a high number of
new entrants, contract periods becoming shorter and customers
demanding very competitive charter rates. The spot and short-term
markets are expanding, and seasonal fluctuations will remain as a
permanent fixture. Currently, spot and short-term markets account
for about 32% of global LNG trade. That number is expected to
grow bigger in the near term. The increasing numbers of flexible
LNG contracts and the emergence of portfolio players are driving
such growth. Notwithstanding such growth, 90% of our current
LNG assets are on secured long-term charters. This provides a
steady stream of secured cash flow to fund our operations and
MISC’s growth agenda.
Compared to a year ago, gas continues to be the preferred partner
to renewable energy while dominating the growth in the fossil fuel
segment. LNG demand is expected to grow between 2% and 5%
annually in the next 10 to 15 years. To meet that rapidly growing
demand, we anticipate global LNG liquefaction capacity to grow
by more than 50% between now and 2025. That is equivalent to
about 200 million metric tonne per annum (MMtpa) of new capacity.
To support these new volumes coming into the markets, industry
analysts estimate that about 150 new LNG vessels will be required.

Furthermore, Asia will continue to attract the biggest share of
new LNG demand due to its economic growth and lack of gas
infrastructure.
During 2019, key milestones were achieved by MISC on the expansion
of MISC’s third-party LNG business with the signing of long-term
charter contracts for two LNG carriers with SeaRiver Maritime L.L.C
(a wholly-owned subsidiary of Exxon Mobil Corporation) and the
formation of a joint venture partnership with Mitsubishi Corporation
and Nippon Yusen Kabushiki Kaisha (NYK) to co-own two newbuild
LNG vessels mainly for the LNG Canada project.
In addition to the above, we have made a major breakthrough in
broadening our revenue sources through non-conventional LNG
solutions when we secured a time charter contract with PETRONAS
in collaboration with Avenir LNG for their first LNG bunkering
operations in the region. This is a momentous achievement
considering that LNG business segment’s focus in the past has
always been in conventional LNG shipping.

We are also collaborating with one of the
world’s largest power plant equipment
producers to develop our LNG-to-power
(L2P) solutions as well as conducting
front-end engineering studies jointly with
our partners to develop the bespoke
LNG-based floating power solutions that
will provide cleaner and competitive power
to meet the world’s growing demand for
cleaner power.

Growing our asset portfolio is through
investment in conventional shipping
and non-conventional LNG asset-based
solutions like LNG bunkering vessel, FSRU,
and small to mid-sized LNG vessel. We are
pursuing opportunities to grow the business
in the small to mid-sized LNG vessels in
Asia Pacific especially for the China market
as the demand for small-size vessels is on
the rise due to the physical limitations at the
terminals.

secured in 2019. Our people are motivated,
proactive and results driven. We will
continue to strengthen their competencies
in all areas especially business development
and technology maturation.

There are tremendous opportunities in
the non-conventional LNG solutions as a
result of a stronger push for cleaner energy
and environmental concerns by society
and regulators. Our effort in pursuing
opportunities in L2P, LNG bunkering
vessels and new gas carriers matches the
needs for more infrastructure that support
delivery of cleaner energy.

learn fast from the hurdles that we have
encountered and move on to the next one
swiftly.

The strength and success of our
achievements lies in our ability to capitalise
on the technical know-how and operational
expertise that we have accumulated over
the decades. Our solid track record and
over three decades of experience have
developed the competitive edge against
other global industry players in the market
and solidifies our position as one of the
most reputable players in the LNG shipping
industry.
In our effort to sustain and grow the
business further, we have determined three
strategic priorities. We will focus on three
key areas:
1. Sustaining our cash generation;
2. Grow our asset portfolio, both
in conventional shipping and
unconventional solutions; and
3. Create new markets and develop new
solutions.
On sustaining and strengthening our cash
generation, the focus would be on utilisation
of our trading vessels, sweating existing
assets through finding alternative usage and
optimising the cost structure.

Our last strategic priority will involve tapping
into our market expertise and technical
know-how to innovate and commercialise
solutions that will enable MISC to penetrate
new markets and generate additional
revenue streams.
At the end of the day, we aim to have a
more balanced asset portfolio between
conventional LNG shipping and nonconventional solutions that add resilience to
our secured income base. Furthermore, the
introduction of new LNG vessels will help us
to high-grade our asset portfolio.

There are many opportunities that we are
pursuing and new technological solutions
that we are considering. In supporting this,
it is crucial for us to have the ability to make
fast decisions on the opportunity. With the
calculated risk taken, we will be able to

In addition to strengthening key
competencies, we intend to improve the
way we assess and evaluate opportunities
and business risks by simplifying the
process and shortening the duration
required without compromising the quality
of our risk assessment. We hope to learn
and incorporate lessons learnt and best
practices into our next opportunities.
As the energy requirements of a rapidly
changing world continue to transform and
present new challenges to the global energy
supply chain, we strongly believe that there
are various opportunities possible for MISC
to support its aspiration for a sustainable
future in the LNG shipping industry.

For 2020, we will continue to build on the
foundation of the success that we have

2019 saw us achieving the highest utilisation of our trading vessels
in the short-term market. The innovative pricing structure that we
have in place on these vessels has enabled us to capture the upside
in value when market was high in the fourth quarter of 2019.
In parallel, we have made continuous effort to enlarge our market
presence by participating in pre-qualification and tenders for
conventional LNG shipping and non-conventional LNG-based
asset solutions.

ZAHID OSMAN
Vice President, LNG Business
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Market Review
Global LNG trade grew by a record amount
in 2019, surpassing the previous record set
in 2010 at the height of the Qatari megatrain
projects. The net global LNG trade rose by
13% year-on-year.
On global LNG supply, although the US (10%)
and Russia (8%) led the charge to commission
the largest volume of new LNG supply, it was
Australia (22%) that took the crown for the
world’s largest LNG exporter of 2019, displacing
Qatar (21%) for the first time in a decade.
On the demand side, Japan remains the largest
importer of LNG accounting for LNG imports
with 22% in 2019, followed by China (17%)
and South Korea (11%). China’s import growth,
though no longer the fastest growing market,
was still robust at 14% year-on-year. LNG’s
import growth was largely driven by Europe’s
ability to absorb LNG volumes with a 67% yearon-year increment.
The year 2019 marked ‘A year of records in the
LNG industry’. The year produced the highest
level of liquefaction final investment decisions
(FIDs). Total sanctioned capacity was 70 MMtpa
in 2019—surpassing the preceding all-time
high of 50 MMtpa reached in 2005. 2019 also
marked the highest volume of liquefaction
start-ups with 39 MMtpa of commercial starts
in 2019, narrowly surpassing the record set in
2009 of 38 MMtpa.
As the LNG market dealt with a growing
surplus of LNG supply in 2019, the spot and
short-term market was vital in balancing global
LNG trade. More cargoes found home in
the flexible and liquid short-term markets of
Europe. The volume of LNG delivered under
spot or short-term contract more than tripled
since 2009, and now accounts for 32% of total
global LNG trade.
With the development of LNG projects
progressing to reach FIDs at greater pace,
demand for LNG shipping is expected to grow
to support this new requirement. A rush of
new orders at the end of the year helped push

the LNG shipping orders total for 2019 to 50
conventional LNG ships. LNG ship deliveries
came to a total of 41 conventional LNG ships
added to the fleet in 2019. This brings the
total number of active LNG ships in the market
to 600.

able to maintain its long term revenue and
profit stream. We also continued to expand
our international footprint in 2019 to North and
South Americas via our spot vessels.

Charterers continue to opt for more efficient
vessels and shorter long-term charter periods
(five to 10 years) resulting in increased
uncertainty in terms of investment return and
higher asset residual value risk to ship owners.
Although the prevailing market continues to
be more competitive, the outlook for the LNG
industry is promising with additions of new
supplies and compliance to environmental
regulation promoting its use. The LNG shipping
market will continue to expand and innovate to
support this development.

The LNG market continues to grow in response
to strong demand mainly from Asia that
currently accounts more than half of global LNG
imports. As such, we see a sustainable future
both for the business and the environment.
Those are driven by the demands for fuel
switching, green policies and economic growth.

Key Developments
In 2019, we have successfully secured
time charter contracts with Exxon Mobil
Corporation’s wholly owned subsidiary,
SeaRiver Maritime L.L.C for two LNG carriers
to be chartered out for 15 years starting from
the first quarter of 2023.
Another notable highlight in 2019 was a
partnership with Mitsubishi Corporation and
NYK to jointly co-own two LNG carriers that will
be delivered in 2021 and to be chartered out
for a period of 18 years.
In line with our strategic priorities to develop
non-conventional LNG solutions to broaden
revenue stream, we secured a time charter
party with PETRONAS in collaboration with
Avenir LNG to provide one LNG bunker vessel
(LBV) for 3 years beginning the first quarter
of 2020. This marks our first venture into
LNG bunkering business and this strategic
development will support our expansion into
non-conventional LNG solutions.
In 2019, we have continued our efforts to
enlarge our market presence by participating
in pre-qualifications and tenders for LNG
shipping, LBVs and liquefied ethane carrier
requirements globally as to ensure that it is

Moving Forward

FIDs of new supply projects are expected to
remain strong in 2020 reaching ~60 MMtpa,
with Qatargas VI-VIII (31.2 MMtpa), Port Arthur
LNG in the US (11 MMtpa), Rovuma LNG in
Mozambique (15.2 MMtpa), and several smaller
projects close to investment decisions.
The expected demand growth provides
significant opportunities for investment in L2P
projects. Despite the challenges in terms
of LNG competing with coal and other
renewable energy sources, the strong policies
implemented by the governments will drive
the demand for clean energy and this is
complemented by the competitive price of LNG
against fuel oil as well as the abundance
of its supply.
With the conventional LNG shipping becoming
increasingly competitive, market players have
also aggressively focused into new ventures
such as FSRU and LNG bunkering. We are
expecting a lot more developments, especially
in LNG bunkering infrastructures and LNGfuelled vessels following the implementation of
the IMO 2020 sulphur cap regulation.
The continuous focus on strategic priorities
coupled with our proven track record on
technical know-how, will put MISC in the best
position to capitalise on the opportunities
presented by these developments in the
industry.

#whatyoudontknow
At the end of their lifespan, vessels
can be converted for other use in
the energy industry
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