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The IEA’s latest World Energy Outlook flips the industry narrative that more fossil fuels are needed for
energy security - saying a faster energy transition is crucial for delivering a stable energy supply.

The major risk ongoing geopolitical tension poses to energy security is at the forefront of the
International Energy Agency’s (IEA) latest World Energy Outlook (WEQ) - a timely reminder that
energy security is the core mission of the IEA. But this year's WEO does not just identify
escalating conflict in the Middle East or the ongoing war in Ukraine as a risk to energy security,
it also puts increased focus on the impacts of climate change — “Energy security and climate
action are inextricably linked: extreme weather events, intensified by decades of high emissions,
are already posing profound energy security risks.”"

The rapidly accelerating physical impacts of climate change — and the growing costs of a delayed
energy transition - are also linked to the affordability of energy.

“There may be downward pressure on fuel prices for a while, but energy history tells us that one
day the cycle will be reversed, and prices will rise. The costs of climate inaction, meanwhile, grow
higher by the day as emissions accumulate in the atmosphere and extreme weather imposes its
own unpredictable price. By contrast, clean technologies that are increasingly cost-effective today
are set to remain so, with greatly reduced exposure to the vagaries of commodity markets and
lasting benefits for people and planet.”?

On the critical question of the pace of the transition, it's a case of fast — but not fast enough. The 2024
WEO shows continued acceleration, and as with last year's WEQ, coal, oil and gas are each projected
to peak before 2030 under all scenarios. But still, “the world has the need and the capacity to go much
faster.”®

On policy, the good news is real-world implementation is catching up to the pledges by nations.
However, while policy is not the only driver of clean energy — cost and competition for sector
leadership also play a role — the WEO warns of near-term policy uncertainty, given “countries
representing half of global energy demand are holding elections in 2024, and energy and climate issues
have been prominent themes for voters that have been buffeted by high fuel and electricity prices, and by
floods and heatwaves”. * A salient warning, given the recent results of the US election.

While current trajectories place us at around 2.5°C warming by 2100,° the IEA’s Net Zero Emissions
(NZE) scenario describes a technically feasible pathway to remain below 1.5°C (after peaking at 1.6°C)
— a path the WEO describes as “increasingly narrow but still achievable”.® Whether this can be
achieved is a question of political will and effective institutions.”

T IEA, World Energy Outlook 2024, p.15
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® United Nations Environment Programme (2024). Emissions Gap Report 2024: No more hot air ... please! With a massive

gap between rhetoric and reality, countries draft new climate commitments. Nairobi.
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Key highlights from the 2024 WEO

e Movement in both the Stated Policies Scenario (STEPS) and the Announced Pledges Scenario
(APS) show targets are getting stronger and policies are ratcheting up.

o The 2024 STEPS pathways for both reduced coal use and growing renewable energy
supply now closely align with their respective 2021 APS pathways, which shows that
real-world policy development and implementation is catching up to the pledged
targets of nations. The addition of 560 GW of global renewable energy capacity in the
past year is an important reason for this forecast, with China contributing 60% of this.

o There are falling projections of cumulative gas consumption across all three IEA
scenarios as targets become stronger and policies ratchet up. While gas use has
declined over the last four WEO iterations in both the STEPS and APS, it remains well
above levels modelled under the NZE scenario.

o Coal and gas with CCS have a reduced role in the latest NZE and APS pathways
compared to 20271 pathways, primarily driven by the growth and reduced cost of
renewable energy, and the continuing struggles of CCS technology with cost and
scalability.®

e Committed LNG supply expansion will add another 50% to global LNG capacity by 2030,
outpacing projected demand growth in all IEA scenarios through to at least 2040.

o Existing and under construction LNG capacity is sufficient in the NZE and APS
scenarios. STEPS shows adequate capacity until at least 2040, indicating no need for
further LNG development.

o LNG will remain expensive for many emerging markets.

e Rapid electric vehicle (EV) adoption is expected to displace oil demand materially in all
scenarios. This, combined with additional oil supplies from the USA, Canada, Guyana, and
Brazil, is expected to create an oil surplus by the mid-2020s.

e While a sustained increase in gas use is not seen in any of its three scenarios, the IEA warns a
shift towards circumstances that are more favourable for growth in gas demand can't be ruled
out, though this would come at the expense of clean energy progress, efficiency gains, and
require LNG priced at levels that could challenge the profitability of exporters.

Ratcheting up of policy and stronger targets show that the Paris Agreement is working
- but not fast enough.
The Paris Agreement'’s ‘pledge and review’ mechanism is intended to improve targets and policies

over time. We can see this happening with coal and renewables projections in the 2024 STEPS, which
now closely resembles the 2021 APS (Figure 1).

8 The IEA combines CCS with CCUS, where the ‘U’ in CCUS refers to utilisation. If fossil carbon is utilised in industrial processes all fossil
carbon needs to be stored permanently. E.g. enhanced gas recovery is not considered CCUS, and the incineration of products containing
fossil carbon requires CCS.
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China'’s leadership in renewables expansion is an important reason for this forecast. It added 60% of

the world's global renewable energy capacity in the past year — 260 GW of solar and over 75 GW of
wind.

Figure 1: The ratcheting of climate policies driven by the Paris Agreement has accelerated renewable
energy growth and reduced coal use, aligning 2024 STEPS policies with 2021 APS pledges’®
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Projections of cumulative gas consumption are also falling consistently as pledges become stronger
and policies ratchet up (Figure 2).

Figure 2: Gas use has declined over the last four WEO iterations in both STEPS and APS, yet remains
well above levels needed for the NZE'°
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® WEO extended datasets (2021, 2024).
10 Estimated via interpolation, using CAGRs between intervals within the extended WEOQ datasets (2021-2024).
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Progress in renewable energy policy and technology has reduced and delayed the role of abated fossil
fuels (coal and gas) in the NZE and APS, as CCUS technology continues to struggle with cost and
scalability (Figure 3 and 4).

This is consistent with other data showing that renewables deployment is leading the energy
transition rather than the decarbonisation of fossil fuels.

Figure 3: The scale of fossil fuels with CCUS and unabated fossil fuels in NZE and APS has declined
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Figure 4: The role of CCUS with fossil fuels in the NZE has reduced through to 2050, reflecting delays
in both technological progress and cost reduction?
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T WEO extended datasets (2021, 2024).
2 |EEFA, CCS and fossil fuels an uncompetitive mix (2024).
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Despite this progress, global energy sector emissions were 37.7 Gt CO, in 2023, a 1.3% increase from
2022 levels'3, and are expected to increase by 0.8% in 2024.'
The LNG glut threatens profitability, but LNG still isn’t affordable for emerging markets

The IEA expects LNG export capacity to increase nearly 50% by 2030,'® outpacing projected demand
growth in all IEA scenarios through to at least 2040 (Figure 5).

Figure 5: Existing and under construction LNG capacity is sufficient in the NZE and APS scenarios.
STEPS shows adequate capacity until at least 2040, indicating no need for further LNG development'®
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There is additional surplus of around 130 bem of LNG by 2030 in the STEPS based on current
project announcements: this surplus declines ofter 2030 as LNG capacity reduces

While some industry scenarios project faster LNG demand growth, the WEO notes that LNG will
remain expensive for many emerging markets. Priced at USS8/MBtu, the delivered cost from many
new projects, LNG is unlikely to be competitive with coal, which in India, for example, costs USS3-
5/MBtu."” The IEA forecasts that 70% of projects under construction would struggle to recover their
invested capital in the NZE scenario, and 30% in the APS."® This risk increases with each new FID.

Gas could struggle to compete with coal and renewables in many emerging markets without
additional subsidies. Using limited government capital on inefficient fossil fuel subsidies would not
address energy poverty,'® and restrict the funds available to deploy cheaper and cleaner renewables.

Rapid EV adoption and rising supply points to a softer oil market

All' IEA scenarios point to oil oversupply in the mid-2020s, posing challenges for major oil producers.
Led by Chinese manufacturers, EV sales are surging, and now represent 20% of new car sales
worldwide — a figure expected to reach 50% by 2030 under the STEPS scenario, potentially displacing

8 WEO extended datasets (2023, 2024).

4 Friedlingstein, P. et al., 2024, Global Carbon Budget 2024.
'S |EA, World Energy Outlook 2024, p.143.

16 |EA, World Energy Outlook 2024, p.180, Figure 4.7.

7 |EA, World Energy Outlook 2024, p.52.

'8 |EA, World Energy Outlook 2024, p.53.

19 |EA, World Energy Outlook 2024, p.81.
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up to 6 million barrels per day of oil demand.?® Simultaneously, growing oil supply in the USA, Brazil,
Guyana and Canada is adding pressure on oil prices, which may affect OPEC+'s management of oil

supply.

Potential gas growth could come at the expense of timely energy transition

The WEO 2024 acknowledges that “continued increase in gas demand cannot be ruled out” but makes
clear that this would likely come at the expense of “a major slowdown in the deployment of clean energy
technologies and in the achievement of efficiency gains” (Figure 6).2 It would also mean “LNG being
priced for some years at levels that makes it difficult for exporters to recover their costs”.??

Figure 6: The IEA notes that any rise in gas demand beyond STEPS would require a substantial
slowdown in clean technology deployment and efficiency gains?®
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Immediate action can deliver a faster energy transition and long-term energy security

The IEA is clear that “all parties need to recognise that locking in fossil fuel use has consequences,”?*
and a faster energy transition is critical for energy security — its foundational mandate:

“Energy security and climate action are inextricably linked: extreme weather events, intensified by decades
of high emissions, are already posing profound energy security risks.”?

The 2024 WEO recommends policymakers can use “the breathing space from fuel price pressures” to
“focus on stepping up” clean energy investments and remove “inefficient fossil fuel subsidies”.?®

20|EA, World Energy Outlook 2024, p.18.
21 |EA, World Energy Outlook 2024, pp.54-55.
22 |EA, World Energy Outlook 2024, pp.54-55.
23 |EA, World Energy Outlook 2024, p.54.
24 |EA, World Energy Outlook 2024, p.20.
25 |EA, World Energy Outlook 2024, p.15.
26 |EA, World Energy Outlook 2024, p.19.
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Even in STEPS, energy demand growth through to 2035 is set to be three-times slower than in the past
decade due to efficiency improvements, economic restructuring, electrification and renewables.?” The
outlook also notes accelerating clean power growth will far outpace electricity demand growth by 2030,
even when factoring in the energy demands of computing data centres, which “account for a relatively
small share of total global electricity demand growth”. 28

While achieving NZE alignment will require a “surge in clean energy spending”,?° the IEA points out that
near-term decisions and immediate investments in clean energy will help limit systemic risk in the long
run. The benefits also go beyond longer term climate change mitigation, with price, volatility and energy
security all improving in the nearer term.

Appendix — The IEA’s future energy use scenarios

Table 1: Overview of scenarios in the 2024 World Energy Outlook?°

STEPS

APS

NZE

Definition

Objective

Temperature
outcome in
2100

Paris-aligned

A scenario that reflects energy-
related policies across sectors
and countries, including policies
under development and planned
manufacturing capacities for
clean energy technologies.

Provides a conservative
benchmark for assessing current
policies. The gap between STEPS
and APS reveals the
‘implementation gap" that must
be closed for countries to meet
their announced decarbonisation
targets.

2.4°C

No

27 |EA, World Energy Outlook 2024, pp.26-27.

28 |EA, World Energy Outlook 2024, p.42.

29 |EA, World Energy Outlook 2024, p.63.

S0 |EA, 2024 Global Energy and Climate Model.

A scenario that assumes all global
climate commitments made by
governments and industries—
such as Nationally Determined
Contributions (NDCs), net zero
targets, and goals for universal
access to electricity and clean
cooking—will be met in full and on
schedule.

Shows how close current pledges
bring the world to the 1.5°C global
warming target. The gap between
APS and NZE highlights the
“ambition gap” that must be
closed to meet the Paris
Agreement goals.

1.7°C

No

A scenario that outlines a
pathway for the global energy
sector to reach net zero CO,
emissions by 2050, without
relying on emissions reductions
from other sectors. Achieves
universal access to electricity and
clean cooking by 2030.

Shows what is required across
key sectors, by various actors and
when, for the world to achieve net
zero CO, emissions from energy
and industry by 2050, while
meeting sustainable energy goals
like universal energy access.

1.5°C

Yes
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Disclaimer

This document has been prepared by the Australasian Centre for Corporate Responsibility Inc. (ACCR).
Copyright

Any and all of the content presented in this report is, unless explicitly stated otherwise, subject to a copyright held by
the ACCR. No reproduction is permitted without the prior written permission of ACCR.

No distribution where licence would be required

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or
use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to law or regulation or would subject ACCR to
any registration or licensing requirement within such jurisdiction. By accepting this document, the recipient will be
deemed to represent that they possess, either individually or through their advisers, sufficient investment expertise to
understand the risks involved in any purchase or sale of any financial instruments discussed herein.

Nature of information

None of ACCR, its officers, agents, representatives or and employees holds an Australian Financial Services Licence
(AFSL), and none of them purports to give advice or operate in any way in contravention of the relevant financial services
laws. ACCR, its officers, agents, representatives and employees exclude liability whatsoever in negligence or otherwise,
for any loss or damage relating to this document or its publications to the full extent permitted by law.

This document has been prepared as information or education only without consideration of any user's specific
investment objectives, personal financial situation or needs. It is not professional advice or recommendations (including
financial, legal or other professional advice); it is not an advertisement nor is it a solicitation or an offer to buy or sell any
financial instruments or to participate in any particular trading strategy. Because of this, no reader should rely upon the
information and/or recommendations contained in this document. Users should, before acting on any information
contained herein, consider the appropriateness of the information, having regard to their objectives, financial situation
and needs. It is your responsibility to obtain appropriate advice suitable to your particular circumstances from a
qualified professional before acting or omitting to act based on any information obtained on or through the report. By
receiving this document, the recipient acknowledges and agrees with the intended purpose described above and further
disclaims any expectation or belief that the information constitutes investment advice to the recipient or otherwise
purports to meet the investment objectives of the recipient.

No representation is made that any estimated returns in this document will be achieved, or that all (or any) assumptions
in achieving these returns have been considered or stated. It should not be assumed that any of the securities
transactions or holdings referenced in this document were, or will prove to be, profitable, or that any future investment
decisions will be profitable, or will be comparable to the investment performance of the securities or strategies
discussed in this document. Past performance of any investment is not indicative, or a guarantee, of future results.

Forward looking statements

Certain information constitutes “forward-looking statements”, which can be identified by the use of forward-looking
terminology such as “may”, “will”, “should”, “expect”, “anticipate”, “target”, “project”, “estimate”, “intend”, “continue” or
“believe”, or the negatives thereof or other variations thereon or comparable terminology. The projected results and
statements contained in this document that are not historical facts are based on current expectations and assumptions
and involve risks, uncertainties and other factors that may cause actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by such projected
results and statements. Assumptions relating to the foregoing involve judgments with respect to, among other things,
future economic, competitive and market conditions and future business decisions, all of which are difficult or
impossible to predict accurately and many of which are beyond the control of ACCR.
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Information not complete or accurate

The information contained in this report has been prepared based on material gathered through a detailed industry
analysis and other sources and although the findings in this report are based on a qualitative study no warranty is made
as to completeness, accuracy or reliability of fact in relation to the statements and representations made by or the
information and documentation provided by parties consulted as part of the process.

The sources of the information provided are indicated in the report and ACCR has not sought to independently verify
these sources unless it has stated that it has done so. ACCR is not under any obligation in any circumstance to update
this report in either oral or written form for events occurring after the report has been issued. The report is intended to
provide an overview of the current state of the relevant industry or practice.

This report focuses on climate related matters and does not purport to consider other or all relevant environmental,
social and governance issues.

Any prices stated in this document are for information purposes only and do not represent valuations for individual
securities or other financial instruments. ACCR does not represent that any transaction can or could have been affected
at those prices, and any prices do not necessarily reflect ACCR’s internal books and records or theoretical model-based
valuations and may be based on certain assumptions. Different assumptions by ACCR or any other source may yield
substantially different results.

Conflicts of Interest

ACCR provides independent reports on companies’ environmental, social and governance practices. ACCR, its
members, employees and affiliates may have a long position in securities discussed in this document. ACCR intend to
continue trading in these securities and may at any time be long these securities (or any other securities of the same
issuer) or any related investments, regardless of the position or views expressed in this document.

Links to Other Websites

This document may contain links to other websites not owned or controlled by the ACCR and ACCR assumes no
responsibility for the content or general practices of any of these third party websites and/or services whose terms and
conditions and privacy policy should be read should you access a website as a result of following a link cited in this
report.
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