ECONOMIST

INTELLIGENCE EIV

Energy outlook 2024

Surging demand defies wars and high prices




ECONOMIST

INTELLIGENCE

Intelligence that moves you forward

EIU is the research and analysis division of The Economist Group, a leading source of international business and world affairs
information. It provides accurate and impartial intelligence for corporations, governments, financial institutions and academic
organisations, inspiring business leaders to identify opportunities and manage risks with confidence since 1946.

EIU’s products include a Country Analysis service, providing comprehensive political and economic analysis and forecasts for
nearly 200 countries, and a portfolio of subscription-based data and forecasting solutions.

We specialise in:

Country analysis—access detailed country-specific economic and political analysis, data and forecasts, as well as assessments of
the business environment in different markets.

Risk analysis—identify operational and financial threats around the world and understand the implications for your business.

Industry analysis—gain insight into key market trends with five-year forecasts and in-depth analysis for six industries in 70
major economies.

Custom briefings and presentations—inform your strategy, develop executive knowledge and engage audiences. Our team is
available to book for boardroom briefings, conferences and other professional events.

Contact us for more information

To find out more about our solutions and the different ways we can help you, please get in touch or visit www.eiu.com.

LONDON DLF Cyber City, Phase - Il DUBAI
Gurugram - 122002

Economist Intelligence Haryana, India Economist Intelligence
The Adelphi Tel: +91 124 6409486 PO Box No - 450056, Office No- 1301A
1-11 John Adam Street, London, WC2N  e-mail: asia@eiu.com Aurora Tower Dubai Media City Dubai,
6HT United Arab Emirates

) ) NEW YORK
United Kingdom - Tel: +971 4 4463 147

Tel: +44 (0)20 7576 8000
e-mail: london@eiu.com

. . e-mail: mea@eiu.com
Economist Intelligence @

900 Third Avenue HONG KONG
GURUGRAM 16th Floor -
- New York, NY 10022 Economist Intelligence
Economist Intelligence United States 1301 Cityplaza Four 12 Taikoo Wan
TEG India Pvt Ltd Tel: + 1212 541 0500 Road Taikoo Shing, Hong Kong
Skootr Spaces, Unit No. 1, e-mail: americas@eiu.com Tel: + 852 2585 3888

12th Floor, Tower B, Building No.9 e-mail: asia@eiu.com


http://www.eiu.com

ENERGY OUTLOOK 2024
SURGING DEMAND DEFIES WARS AND HIGH PRICES

Surging demand defies wars and high prices

Energy consumption will accelerate in 2024. Fossil fuels
will continue to dominate, despite soaring demand for
renewables.

® Growth in global energy consumption will accelerate to 1.8% in 2024, supported by strong demand
in Asia despite still-high energy prices.

® Global coal, gas and oil demand will reach record levels, setting back efforts to reduce emissions.
High commodity prices will continue to drive investment into oil and gas production.

® Momentum in renewable energy will continue, with combined solar and wind energy consumption
growing by about 11% year on year globally. Many countries will also rush to build more hydrogen
production capacity.

® Hydropower production will remain low as climate change continues to lower water levels in many
regions. Nuclear power will also be adversely affected.

Energy demand will get healthier

The post-pandemic recovery in energy consumption will accelerate to growth of 1.8% in 2024, up from
just 1.2% in 2023. This will be supported by strong demand in Asia, where consumption is expected to
expand by 3.1%, despite the clouds over China’s economic outlook. Growth in energy consumption
will also be strong in the Middle East, particularly if the climate there continues to warm, bolstering
demand for air conditioning.

However, we expect that energy demand in Europe will record its third consecutive year of decline
as the region continues to battle against high energy prices and limited gas supply. Nevertheless, the
situation in Europe has improved from 2022-23, so we do not expect any rationing to gas consumption
during 2024. Growth will also be only marginal in North America and Latin America, where we forecast
soft economic growth.

Global fossil-fuel demand will reach record levels in 2024

We expect that global demand for oil, gas and coal will reach record levels in 2024, in spite of the
pressure to reduce carbon emissions. Of the three fossil fuels, gas will be the most subdued as high
prices pull down demand in Europe and North America. We do not expect gas demand in Europe to
return to levels seen before Russia’s invasion of Ukraine during our 2023-32 forecast period. On the
other hand, gas consumption in Asia and in the Middle East will grow rapidly, driven mainly by strong
demand from the power generation sector.

Coal consumption will rise for the fourth consecutive year, as governments continue to focus on
energy security. Indeed, we expect global coal demand to continue growing until 2026, when it will
simultaneously peak globally and in China. However, in Europe (excluding Russia) the increase in coal
demand seen in 2022, when gas supplies suddenly slumped, will prove short-lived. European coal
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consumption will decline sharply in 2024 as France and the UK phase out coal-fired power generation.
Oil demand will expand by 1.7% year on year in 2024, mainly driven by Asia, Latin America and the

Middle East, where demand continues growing fast despite high oil prices. In the developed world,

demand growth will be timid, expanding by only 1.1% in North America and staying flat in Europe.

Supported by high prices, oil and gas production will continue to grow

High commodity prices and EU efforts to replace Russian energy supplies will continue to attract new
investment into fossil-fuel production in 2024. We expect global natural gas production to expand

by 2.2% year on year. The main sources of increased production will be North America, Norway, the
Middle East, North Africa, Azerbaijan, Turkmenistan, China, Australia and Mozambique.

US exports of liquefied natural gas are set to increase in the coming years as export capacity
expands. This will support domestic production growth, which we forecast will increase by 1.9%in
2024. We expect Algeria’s gas production to be boosted by the fast-track development of a major new
natural gas discovery in the Hassi R'Mel area in late 2023 and 2024. We also forecast that Russian gas
exports will start to recover, albeit marginally, from 2024.

Although they have fallen from their peak in 2022, we expect oil prices to remain high during 2024,
as OPEC (led by Saudi Arabia) has shown its determination to cut production to support them. Russia
has also agreed on paper to extend a 500,000 barrels a day (b/d) cut announced in February 2023 until
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the end of 2024, and to cut oil exports by 300,000 b/d until December 2024. However, this target will be
revised periodically.

In response to still-high prices and continued demand growth, at least in non-OECD economies,
we expect a supply response of about 1.2m b/d from producers in 2024. Only about 540,000 b/d will
come from OPEC, owing to cuts in production quotas announced. This means that the US will be the
only major producer still in a position to make up the difference. Strong demand growth in non-OECD
countries and still-elevated prices will encourage US producers to raise output further in 2024, to a
record high of 19.2m b/d.

Growth in renewable energy to remain strong
The need to strengthen energy security in the wake of the energy crisis, in addition to decarbonisation
efforts, will drive many governments to push ahead even faster with the deployment of renewable
energy. Renewable energy will continue to expand quickly in 2024, with combined solar and wind
energy consumption growing by about 11% year on year. Capacity additions are set to reach a record
high of about 400 GW in 2023 and to grow even more in 2024.

However, unresolved supply-chain issues, the elevated costs of mining commaodities, higher financial
costs and low auction prices will challenge the success of many renewable-energy auctions in 2024 (see
box below).
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Hydrogen production will remain low in 2024
Aiming to meet their hydrogen production goals, many countries around the world will rush to build
more hydrogen production capacity in 2024. However, this will not be an easy task. Most hydrogen
production currently is of grey hydrogen, which is made through fossil-fuel reforming. Rapid growth in
clean hydrogen production will require massive expansion in electrolysis capacity, which will present
many challenges.

Producing hydrogen using electrolysis is mineral- and metal-intensive, sharing some of the main
raw materials with the manufacturing of renewable energy technologies. So a rapid expansion in

3 © The Economist Intelligence Unit Limited 2023



ENERGY OUTLOOK 2024
SURGING DEMAND DEFIES WARS AND HIGH PRICES

Countries are setting ambitious hydrogen production goals
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electrolyser production is likely to boost mineral and metals prices, which in turn will raise the cost of
renewable energy generation. Furthermore, production of green hydrogen will compete with other
sectors of the economy for scarce renewable energy output. Therefore, we do not expect much

progress in clean hydrogen production in 2024.

What to watch

Lacklustre offshore wind auctions. Auctions for offshore wind projects are planned in the US,
Germany, Finland, Italy, Brazil and India in 2024. However, they are likely to generate low investor
interest owing to a host of challenges including rising input and financing costs, supply-chain
disruptions, and infrastructure limitations. The scale of these issues was underlined in offshore wind
project auctions held in the US and UK in August-September 2023, which received paltry interest from

developers owing to rising input material and financing
costs and a low price offered to wind-power generators.
New nuclear reactors. In the first quarter of 2024 a new
1.6-GW reactor will come online at France’s Flamanville
nuclear plant. Flamanville 3 is among the first of a new
type of reactor and has been beset with protracted
delays and cost overruns. In the US, the 1-GW Vogtle
Unit 4 reactor is expected to start operating in the fourth
quarter of 2023 or the first quarter of 2024. In South
Korea, the third reactor at the Saeul facility is expected
to start operations in 2024, while the construction of the
Shin Hanul-3 and Shin Hanul-4 reactors will commence.
By contrast, two nuclear plants in the UK—in Hartlepool
and Heysham—are expected to go offline in 2024.

-
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Indonesia’s energy transition plan. By late 2023 or early 2024, Indonesia is expected to release a
detailed investment plan under the Just Energy Transition Partnership, a US$20bn agreement with
developed countries to support Indonesia’s decarbonisation. The plan aims for Indonesia’s total power
sector emissions to peak by 2030 and brings the sector’s net-zero target forward by ten years, to 2050.
However, the delayed release comes after tense negotiations over the terms of funding between
developed-world partners and a nation that is reliant on fossil fuels, particularly the country’s relatively
new coal-fired powerplants.

[
ElU's weather forecast for energy businesses in 2024
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Understand a country’s political, policy and economic outlook with our award-winning forecasts,
analysis and data. Our experts assess the global dynamics that impact organisations, so you can plan
and operate effectively.

What's included?

® Global and regional outlook spanning politics, economics and market-moving topics
® Daily insights on the developments that impact the future outlook

® Executive summaries of country forecasts over the medium-term outlook

® Medium-term country forecasts on ~200 countries’ political and economic landscape
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® Macroeconomic data on forecasts, as well as historic trends

® |ndustry data on demand and supply of key goods, now and in the future

® Proprietary ratings on the business environment

® Thematic analysis of the cross-cutting issues that our experts expect to shape the global outlook

How Country Analysis helps you to stay ahead

Expansive coverage - global, regional and country-level analysis for nearly 200 markets, delivered by
our analysts. Every month, 20,000 data series are updated, enabling you to adapt and plan ahead.

Challenging consensus - stay ahead of your competitors. For more than 70 years our forecasting
teams have made bold calls, accurately.

A nuanced approach - intuitively designed to address politics, policy and the economy, our
methodology includes detailed insights in addition to data.

Robust, accurate information - apply insights with confidence. Our forecasts and analysis are non-
biased and rigorously researched.

To arrange a demonstration of EIU’s Country Analysis service or to discuss the content and features
included, please visit eiu.com/n/solutions/viewpoint/country-analysis/
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