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Executive summary

The global energy transition is slowing, demand for oil and gas is expected to peak later
and fuel prices are likely to remain higher for longer. For fuel-importing economies, this
more pessimistic outlook is more than a climate concern: it is a growing economic
vulnerability. The recent oil and gas price hikes because of the war in the Middle East may
already expose this vulnerability of fuel-importing economies in the short term. To gauge
how exposed fuel-importing economies really are, we combine a historical decomposition
of their import bills with forward-looking scenario analysis based on medium-term trends.

While our results confirm that fuel prices are the dominant driver of short-term swings in
net fuel import bills, there are also signs of structural improvement. So far, gains in energy
efficiency have been the main force reducing dependence on imported fuels, especially in
advanced economies but also increasingly in emerging markets. But under the more
pessimistic outlook, these efficiency gains are expected to weaken. At the same time,
progress in renewable power has been too modest to materially lower overall fossil-fuel
demand, partly because electrification of industry, heating, and heavy transport remains
slow. In addition, financing constraints and structural bottlenecks continue to limit the
pace of renewable deployment, particularly in emerging economies.

To build external resilience in an environment of higher fuel prices, fuel-importing
economies will therefore need a broader strategy focusing both on accelerating
investment in domestic renewable energy and pushing electrification beyond the power
sector. Support from the non-energy side of the external position is also needed, for
example by strengthening export capacity, improving competitiveness, or reducing
dependence on non-energy imports.
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The latest World Energy Outlook 2025 from the International
Energy Agency (IEA) marks a worrying turning point in the
global energy debate. For the first time in years, the
pessimistic Current Policies Scenario (CPS) is back on the
table, signalling a slowdown in the energy transition and later
peaks in fossil fuel demand. Even in the Stated Policies
Scenario (STEPS), oil prices are projected to remain
structurally higher than last year’s outlook, while the Net Zero
Emissions (NZE) pathway of steadily declining fossil fuel prices
seems further out of reach than ever.

These are clear signals that the world is not on track to
achieve its climate goals. However, for economies that rely
heavily on fuel imports, this is more than a climate challenge.
It is a matter of energy security and economic resilience, and it
should serve as a wake-up call. As these countries can no
longer count on a downward trend in global oil and gas prices
to ease their fuel import bills, the need to accelerate
investment in domestic renewable energy sources has become
more urgent. The recent oil and gas price hikes because of the
war in the Middle East illustrate this vulnerability. Yet the
impact of expanding renewable power on fuel import
dependence is constrained by the slow electrification of
industry and heavy transport, alongside persistent bottlenecks
in securing affordable financing.

This report examines where fuel-importing countries currently
stand, the risks they face as the energy transition slows, and
what is needed to reduce their economic exposure to future
price shocks. We start by outlining the state of the energy
transition, drawing on the latest IEA’s scenarios and recent
developments that shape its trajectory and, building on that,
we briefly discuss the key bottlenecks that continue to slow
progress.

A worrying development

With heatwaves, extensive wildfires, severe droughts, strong
winds and heavy precipitations, climate change was
continuing to impose itself as we documented the state of the
energy transition for our April 2025 Energy Outlook. That gave
a rather dire picture. With the US withdrawing from the Paris
Agreement the global focus was shifting towards geopolitics
at the moment the transition badly needed a boost. The 2024
UN Climate Change Conference (COP 29) in Baku failed to
deliver convincing results with respect to financing of the
transition in emerging and developing economies. A
fundamental shift seemed to have happened.

Almost a year on, this view is reinforced. The US has
withdrawn from the foundational climate treaty UNFCC,
pledging a return to fossil fuels. The rest of the world, even
without the US, highlighted its disarray in climate affairs

1 The IEA consistently avoids making a choice between the scenarios, calling

them pathways the world may choose.
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during the COP 30 in Belem late last year. A multilateral
agreement on contentious issues like the future of fossil fuels,
the reduction of methane emissions, and the challenge of
financing the energy transition in emerging and developing
economies simply proved unattainable. Meanwhile, carbon
dioxide (CO2) emissions reached a record high in 2025, a year
that is in the top three of the hottest years on record. It paints
a bleak picture.

Against this backdrop it comes as little surprise that the IEA
2025 Energy Outlook brings an old pessimistic scenario, the
CPS, back to the forefront. It stands alongside the more
optimistic (but still insufficient to really fight climate change)
STEPS that we have used as the benchmark in our April 2025
Energy Outlook. The pathway to the Paris Agreement goal of
limiting warming to 1.5 degrees Celsius, and at most 2
degrees, represented by the NZE scenario, completes the set
of directions the world can move into.!

At the current juncture, the NZE scenario, seems further away
than ever since we started our Energy Outlook series. At the
same time, we think the CPS scenario where only policies and
regulations that are currently in place accompanied by a very
cautious view on the speed of deployment of new energy
technologies is taken, is - still - too pessimistic. STEPS
therefore remains our preferred scenario, which we
benchmark against the CPS. In this way we rely on a broader
range of policies, including the ones put forward but not yet
adopted, with barriers to introduction of new technology
lower than in CPS.

Even this more optimistic STEPS view, which differs only
marginally yet meaningfully from the CPS, gives nothing to
cheer about. By 2100 in STEPS the world will have reached an
average temperature increase of 2.5 degrees Celsius, against
the CPS coming out at 3 degrees. If one considers these
figures against the current level of 1.47 degrees on average,
one can imagine what further warming means for climate
change in the upcoming decades. It is only the now much
touted, but increasingly distant, NZE scenario that controls
such climate damage, though even under this pathway there
will be decades of higher temperatures before the
temperature rise settles at 1.5 degrees in 2100.

ATRADIUS ENERGY OUTLOOK - MARCH 2026



Figure 1 STEPS forecast has worsened
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It is not only the direction that the world is moving into. There
is also the worsening of our preferred STEPS scenario since
our April Outlook as such, in the sense that more fossil fuel is
needed in the energy mix (see figure 1). Firstly, major new
policies have emerged, most notably in the US, leading to a
reduction of 30% renewable energy capacity and 60% fewer
electric vehicles (EV) in that country by 2035. Secondly,
electricity generation is revised upward by 4%, not because
fossil-fuel-based sectors are electrifying more quickly, but due
to higher electricity demand coming from datacentres in the
US and elsewhere, plus higher demand for air conditioning in
the Middle East and North Africa. Whilst electrification is
generally considered favourable, the snag is that the upward
revision in generation is backed up by coal-fired plants in
China. This makes the electricity generation more fossil
dependent than previously expected. Thirdly, highlighting the
latter trend, apart from coal, natural gas is also needed to
satisfy the higher level of electricity demand, not only in ten
regions already mentioned but also in Japan. It naturally slows
the adding of renewables to the mix for generating electricity.
Natural gas consumption is also up due to the use of gas for
transport, notably for vehicles in China and for shipping as
well as for industry in emerging and developing economies.
After this series of negative revisions, there is at least one
noteworthy upside: EV projections in other regions than the
US have been revised upward. Particularly in China there are
20% more EVs expected on the road in 2035.

Y

Slower for longer amid
stubborn bottlenecks

The energy transition is unrolling through three channels:
energy efficiency, electrification and the move away from
fossil fuels. Underlying the process are three driving factors:
government intervention, public and private investments and
technological progress. These factors should generate an
economically compelling case for clean energy, whereby fossil
fuels are driven out of the market - at least as much as energy
demand allows. Investments play a pivotal role in this. These
should generate the new energy supply capacity that can
accommodate rising energy demand. The current picture of
energy investments is not very encouraging, both in terms of
scale and distribution.

Scale-wise, in 2024 worldwide energy investments exceeded
USD 3.2 trillion and are estimated to reach USD 3.3 trillion in
2025. This will only rise marginally in STEPS, remaining stable
in CPS, until 2035. There are various reasons for concern that
underpin this picture. Energy efficiency as such is slowing,
from on average 2% per year in 2010- 2019 to 1.1% in 2024.
While end-use efficiency is rising, notably for EVs, investments
in technical efficiency improvements that help more efficient
housing stock or equipment is flatter. Insufficient efficiency
standards and lack of stringency in these are also playing a
role. Moreover, grids and other investments in electricity
security is out of balance with spending in the power sector
overall, creating bottlenecks. Ten years ago, the spending on
transmission and distribution networks was 60 cents for every
dollar spent on generation, now it is only 40 cents. Slow
permitting processes and tight supply chains for components
reinforce this. Lastly, we also only see limited change in the
level of investments for oil and gas, which in STEPS is only
marginally lower than the recent average spending of USD 825
billion, and in the CPS even higher at USD 890 billion to meet
the higher demand in that scenario.

Besides the level, the distribution of the investments is also a
concern. Indeed, the largest gaps in energy investments are in
emerging and developing countries, except for China. These
countries, and in particular countries like India and Indonesia,
are the primary drivers of energy demand growth until 2035
(and beyond). The main bottleneck is financing of the
increasing need for energy infrastructure. Africa, where energy
demand is growing fastest, is a case in point with current
spending levels about 30% below recent levels. Underlying this
development is the perceived risks in these countries, driving
up financing costs.

While energy investments are the outcome of what is
perceived as the direction of the energy transition, the process
as such has two underlying determinants: government
intervention and technological progress. Take government
intervention first, which is the policy framework for the
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scenarios. The IEA tracks the developments in this field, and
progress comes nowhere near what is needed for the Paris
Agreement Goal. Positively, it signals major new policy
measures have been taken in 48 countries, from energy
performance standards for vehicles to government financial
incentives and pricing schemes. New targets for clean power

generation were set in a number of countries, including Korea,

Japan, Indonesia and Vietnam, as well as the EU. Nigeria,
Morocco and Malaysia set new targets for air conditioner
efficiency. New incentives for EVs and its infrastructure were
set for example in Nigeria and India, while Australia
implemented a fuel efficiency standard as Indonesia improved
biodiesel blending rules. The EU announced upgraded
emission trading and support schemes for the industry.

But that is about the only good news there is. In the US, the
largest economy in the world, the federal government is
focusing on removing obstacles to development and use of
domestic oil, natural gas and coal. At the same time, it rolls
back efficiency measures, just like support for wind, solar
power and EVs. This is embodied in the One Big Beautiful Bill
Act, marking a fundamental change to the Inflation Reduction
Act that focused on clean energy. With global leadership
lacking, the submission of the Nationally Determined
Contribution (NDCs), due in February 2025, turned out to be a
flop. No less than 95% of the countries missed the deadline, a
figure that improved to 55% towards the COP30 in Belem.
None of this is helping to improve the outlook under STEPS,
let alone CPS.

The picture is a little more positive for technological progress,
as captured by the cost of various clean technologies (versus
those of fossil fuels). Critical mineral prices and supply chain
problems have pushed up the cost of clean energy early in the
decade, but since then they have fallen. Indeed, the IEA Clean
Energy Equipment Price Index reached its lowest level ever in
2024 largely as a result of price reductions in batteries (used
for EVs) and solar PV, reaching 80% over the last decade.
Underlying lower battery prices, especially in China (-30% in
2024) and to a lesser extent in the EU and US, are fierce
competition as well as economies of scale and major declines
in lithium, cobalt, nickel and graphite prices. It triggered rapid
adoption of this technology. Solar prices likewise reached
historic lows in 2024 - almost 45% below 2023 - as cost of
panels fell. Like with batteries, intense competition and
significant overcapacity - especially in China - is at the heart
of it. This situation is likely to last going forward, maintaining
downward pressure on prices. Less cost pressure is seen in
wind turbines, where prices only fell by 2%. Manufacturers
kept prices relatively high to counter profitability pressure
from past years.

This picture of technological development, which is a little
more rapid in STEPS compared to CPS, supports the business
case for clean energy. It suggests that the slowdown in the
energy transition is much more a matter of insufficient or
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inverse government intervention and, closely related, lack of
investments. It reflects clearly the way the energy transition is
expected to unfold, in STEPS, let alone CPS. While STEPS and
CPS differ in assumptions, in some respects they reveal similar
outcomes.

In both scenarios, the energy demand grows as emerging
markets become richer and their population demands more
energy services. In STEPS energy demand growth until 2035
is 8%; in the CPS 14%. This is due to stronger efficiency
policies, reducing overall energy demand, and more energy
efficient electricity generation and transport. Nearly all the
increase in energy demand is coming from emerging and
developing economies, rising 15% in STEPS and 20% in the
CPS. While China’s demand clearly matures, demand in India,
Southeast Asia and other emerging economies accelerates.

Electricity plays an increasingly important role in energy
demand growth, powered by advanced manufacturing, higher
value-added services, EVs, the digital economy and Al.
Demand for electricity grew twice as fast as overall energy
demand. In STEPS and CPS, electricity demand rises to similar
levels by 2035, 40% higher than today. But in STEPS the
electrification of end uses in transport and heating proceeds
faster, compounded by higher efficiency gains. In CPS,
therefore, more energy demand remains to be satisfied by
other fuels. Electricity generation by renewables, moreover, is
speeding up faster in STEPS than in the CPS, reaching 55% by
2035 from about 30% now. In CPS, the lack of policy support
and grid bottlenecks pose more challenges, depressing
growth in the use of renewables. Demand for fossil fuels is
moving in the right direction in STEPS, reflecting faster
electrification and more use of renewables, while in CPS it
continues to rise. In STEPS, the additional renewable capacity
in emerging and developing countries is sufficient to lower
coal demand for electricity generation into 2035. This is also
projected in the CPS, but at a later stage. Road transport is the
main determinant for global oil demand, with a share of 45%.
Therefore, electrification of transport, by internal combustion
vehicles (ICEs) and EVs, is a major determinant. In STEPS the
share of EVs in total car sales doubles to 2030 and gets to
50% by 2050. In the CPS EV sales plateau after 2035 and ICEs
grow only by historical trends. Oil demand therefore declines
in STEPS, whereas it continues to grow in the CPS. This picture
of diverging price paths is also visible in for natural gas. In
STEPS renewables moderate the growth of gas figured power
plants, lowering gas demand in the advanced economies in
Europe and Asia. The result is an increase of 10% by 2035,
after which decline sets in. Again, in the CPS with renewables
and other sources of energy generation taken up more slowly,
the demand for gas rises by more than 15%. Moreover, it
continues to grow afterwards.
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Double-edged sword for fuel
importers

So, while climate is insufficiently contained, the energy
transition towards renewables, away from fossil, is slowing, in
STEPS and even more in the CPS. This has important
implications for fossil fuel importers, in advanced as well as
emerging and developing countries. Especially the emerging
and developing ones that we focus on in this report are facing
a double-edged sword. Often more vulnerable to climate
change, with droughts, precipitations, winds and heat more
prominently affecting them, and their resilience weaker,
compared to advanced economies. Climate change therefore
hits them harder. Moreover, with the changes in the energy
transition outlined above, their import bills will be affected in a
negative sense. This is because fuel prices will remain higher
for longer, in STEPS and even more pronounced in the CPS.%3

Figure 2 Oil price edges up
Crude oil price, real 2024 USD per barrel Brent
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Oil prices edge up somewhat in STEPS compared to our 2025
Outlook. The reason is that, with the energy transition
slowing, more oil is needed. That can only be extracted at
higher costs, which need to be reflected in higher prices as
otherwise the market will not balance. They end up at USD 80
per barrel in 2035, after which they will ease. In the CPS,
where even more oil is needed, prices will be significantly
higher, ending up at USD 89 per barrel in 2035, after which
they will go even higher.

Natural gas prices paint a somewhat similar picture, at least in
STEPS. The main development here is the large wave of LNG

% Prices in these scenarios are derived as a balancing mechanism for global supply
and demand, with in practice uncertainty and volatility playing a role as well. They

are also in real terms, implying nominal prices observed will be higher.
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capacity that is coming to the market, from the US, Qatar and
Canada. This cannot all be immediately absorbed by growing
demand. The result is that European and Asian (Japan) prices
go down, whereas the US Henry Hub benchmark goes up, from
a very low current level. In the CPS the demand for gas is
higher, which will reflect in more outspoken price movements:
the US benchmark higher and the European and Asian ones
only slightly below current levels. Therefore, much higher than
in STEPS.

Figure 3 Higher and converging natural gas prices

Gas price forecasts, STEPS (dash) and CPS (dotted)
real 2024 USD per MMBtu
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To assess how exposed fuel-importing economies exactly are
to the structurally higher fuel prices implied by the CPS and
STEPS trajectories, and how they manage the associated risks,
we follow a three-step approach. First, we identify the most
vulnerable countries based on their net fuel import bills.
Second, we decompose the drivers of those bills over the past
15 years. And third, we look ahead with a scenario analysis to
evaluate how higher fuel prices could affect their economic
resilience over the next decade.

Fuel import bill stickiness

To identify which countries are most exposed to the medium-
term rise in fuel prices we identify the largest fossil fuel
importers using net fuel import bills of at least 4% of GDP as
the threshold. Based on 2024 UNCTAD trade data, this yields
63 countries that are heavily dependent on the import of fossil
fuels. This makes them financially vulnerable, as high import
costs contribute to current account deficits and increase
pressure on international reserves and currencies. In fact,
almost 50 of these countries already run current account

3 The long-run price trajectories are starting from relatively low levels in 2025.
While the recent escalation of war in the Middle East has pushed up prices, such a

shock does not impact the long-term structural trends.
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deficits, and in half of them the deficit exceeds 5% of GDP (see
figure 3).

Figure 3 Fuel imports cause current account deficits

Top-25 net fuel importers with the highest current account
deficits, % GDP
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At first glance, it is already clear that oil price swings are
indeed the main driver of fuel import bills and explain most of
the renewed post-2021 increase of these bills. This strong
price effect raises concerns if the IEA’s more pessimistic
scenarios materialise. Even after adjusting for price
adjustments, net fuel import bills remain high. However, we do
detect a modest but noticeable structural decline in the price-
adjusted series since 2015, suggesting that some fuel-
importing economies have made progress in reducing their
dependence on fossil fuels (see figure 4).

Figure 4 Oil prices drive the fuel import bill

Median net fuel import bill top-63 countries
(base: 2013)
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Before examining the specific channels behind this structural
improvement, it is useful to take a look at how the group of
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top-fuel importers has evolved over time as its composition
has shifted markedly. Several countries successfully reduced
their dependence and dropped out of the group, while new
fuel-intensive economies took their place. Many of these best
performers - Estonia, Lithuania, Bulgaria, Slovenia, Malta,
Luxembourg, Belgium, Czech Republic - are advanced
economies, whereas most newcomers are emerging markets.
Taiwan and South Korea are now the only advanced
economies still classified by us as top fuel importers. This shift
confirms the well-known link between economic development
and falling fossil fuel demand. Indeed, IEA research has
concluded that demand is approaching its peak in advanced
economies while continuing to rise in emerging and
developing economies.

Dynamics: decomposition of fuel import bill
drivers

The above suggests that lower energy demand that comes
with economic development play a key role in helping
countries reduce their fossil fuel import dependence. Yet it is
not only advanced economies that have been successful in
that. Several emerging economies have also managed to lower
their net fuel import bills in recent years, which indicates that
additional drivers are at play. Indeed, for fossil-fuel-importing
economies, reducing the need for fossil fuel inputs - whether
through improved energy efficiency or a shift toward cleaner
energy sources - offers a great opportunity to limit exposure
to volatile global fuel markets.

To assess how changes in energy use and the energy mix
contribute to structural improvements in net fuel import
intensity, we turn to a simple decomposition that breaks the
net fuel import bill (expressed as a share of GDP) down into its
underlying drivers. Instead of presenting the formulas, which
are shown in the appendix, we focus here on the intuition. The
first three drivers capture the underlying drivers of fossil fuel
demand. So, how much energy the economy uses per unit of
real output, how fossil-heavy that energy mix is and how
expensive imported fuels are. The fourth factor links the
equation to net imports by accounting for how much of import
demand is “netted away” by exports.

= The first factor is energy efficiency. When energy
consumption grows more slowly than the economy, less
energy is required to produce the same amount of output.
This can result from technological improvements,
structural shifts away from heavy industry, or
straightforward conservation. Whatever the source, using
less energy per unit of GDP directly reduces the need for
imported fossil fuels.

=  The second factor is the greening of the energy mix or
decarbonisation. Even if total energy demand does not
fall (relative to GDP), countries can reduce their reliance
on imported fossil fuels simply by replacing part of that
demand with renewable sources. A higher share of clean
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energy therefore lowers fuel import needs without
requiring the economy to use less energy overall.

= The third term is the price effect, for which we have
already established its importance in directly affecting
the value of fossil fuel imports. For our purposes, we use
the global oil price as an indicator of fuel-price trends.

= Finally, we account for cases in which a decline in net fuel
imports is driven not by lower imports but by higher
exports. This export-offset effect is modest for most
countries but matters for economies with domestic fuel
production or re-export hubs and is included to avoid
distortions in these cases.*

Together, these elements allow us to disentangle the forces
behind changing fuel-import dependence and to see more
clearly why some economies have made faster progress than
others. The decomposition is applied to a limited group of
fuel-importing economies with complete data for 2009-2024,
covering both advanced economies and emerging markets,
with the former somewhat more represented (see country list
in appendix).® The results are expressed in log changes, which
measure proportional changes over time and have the
advantage that the contributions of each driver add up neatly
to the total change in net fuel import intensity. To get a view
on the impact of oil price changes, we have split the 2009-
2024 periods into three periods as well, two where oil prices
are rising/high and one where declining/low. The results
confirm fuel prices as the dominant driver of short-term
fluctuations (figure 5). Over the full period, however, structural
declines in net fuel import intensity come from the other
components.

Energy efficiency exerts a steady downward effect across
countries and is key among countries that achieved the largest
reductions in their net fuel import ratios. The sample bias
toward advanced economies may reinforce this effect, but it
also reflects a genuine trend. Falling energy demand - due to
both economic development and efficiency gains - is the
strongest structural contributor to lower fuel import bills.
Economic development reduces energy demand by shifting
activity from energy-intensive industries toward services and
by enabling the adoption of better, more efficient
technologies. At the same time, efficiency gains are also
evident in several emerging markets. Because efficiency
delivers fossil fuel savings across the whole energy system,
including sectors that electrify slowly such as industry and
heavy transport, it is the most immediate lever for reducing
fuel import dependence.

4 Only fuel-transshipment hub Singapore is excluded, as its net fuel import bill is

heavily influenced by transit trade.
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Figure 5 Structural decline in fuel import intensity
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By contrast, decarbonisation effects remain modest. Because
renewables are concentrated in the power sector, their impact
on total primary energy is limited in countries where
electrification is still low.

To make sure that the sample’s tilt toward advanced
economies isn't distorting the results, we extend the analysis
to in total 70 fuel-importing countries, the vast majority of
which are emerging markets (see appendix for the extended
country list). For this broader sample, we use changes in the
renewable share of electricity as a crude proxy for
decarbonisation where data on fossil shares of primary energy
are missing. It yields a similar picture. Energy efficiency
remains the main structural force behind falling net fuel
import bills. Its median contribution is somewhat smaller than
in the previous - more limited - country sample, but it still
outweighs other drivers by a clear margin. This shows that
efficiency gains also play a key role in emerging markets, even
if this varies across countries. The limited role of
decarbonisation is also visible in the data. Fewer than half of
the top 25 countries reducing their net fuel import ratios show
above-median growth in renewable electricity shares, while
most record above-median efficiency gains. Moreover,
progress in renewable electricity would appear even more
modest when viewed against total energy demand. The reason
is that reductions in fossil fuel demand depend critically on
electrification rates, which remain generally low.

A stylised example reflecting the upper bound of recent
progress illustrates this. Given a global average electrification
rate of 21%, raising the renewable share of electricity from
10% to 45% - roughly the median of the top 25 countries
greening their power mix - reduces the fossil share of total
energy only from 97.9% to 90.6%. This corresponds to a log

° Fuel-transshipment hub Singapore is excluded, as its net fuel import bill is

heavily influenced by transit trade.
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change of -0.078, which is far smaller than the median
efficiency effect (-0.19) and the upward price effect (+0.27) in
our extended sample of 70 countries. As long as electricity
remains a modest share of final energy use, even rapid growth
in renewables will translate into only limited reductions in
primary fossil fuel demand and therefore does relatively little
to cut fuel imports. To match the median efficiency effect in
this example, the electrification rate would need to
simultaneously rise from 21% to around 43%, on top of the
same increase in renewable electricity we assumed above.
This is a substantial adjustment. But once electricity and clean
power account for a greater share of the energy system,
smaller incremental changes in either variable will deliver
much bigger cuts in fossil-fuel demand. Because fossil-energy
use depends on the product of the electrification rate and the
renewable share of electricity, progress in electrification and
renewables reinforces each other.

Figure 6 Room for decarbonisation in power sector
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Even with electricity levels relatively low, progress can be
made. This is because renewable expansion has a lot of
potential and renewable expansion has so far been gradual.
Across the full sample, the renewable share in power has
increased only from about 20% to 30% over the past 15 years
(figure 6) - indeed another reason why decarbonisation in
general has had a modest impact on fuel imports so far. While
there is ample room to accelerate progress, well-known
bottlenecks continue to hold many countries back, including
limited financing options in emerging markets, weaker
renewable energy policy frameworks, and implementation
challenges noted earlier. Just as importantly, electrification
must advance more quickly, both in emerging markets and in
advanced economies. Moreover, where according to the World
Bank, most policy efforts still focus on the electricity sector,

6 World Bank and ESMAP. RISE 2024: Regulatory Indicators for Sustainable
Energy - The Time is Now. May 2025
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much more attention could be directed toward heavy
transport, industry, heating, and cooling as well.®

Scenario analysis (2025-2035)

Having established that fuel price dynamics and energy
demand - rather than domestic renewable deployment - are
the main drivers of net fuel import bills, we next take a
forward-looking view to assess how these bills will evolve in
the medium run in the different IEA scenarios. We use the
IEA’s CPS and STEPS fuel price paths as inputs to our own
scenario work, conducted with the Oxford Economics Global
Economic Model. Because the model does not report fuel
import bills directly, we use the current account balance as the
relevant macro-economic indicator.

Among the 14 fuel-importing countries available in the model,
a little over half see a deterioration in their current account
balances by 2035, the end of the forecast horizon (figure 7).
The deterioration is slightly larger under CPS, which is
consistent with its higher projected oil and gas price paths
relative to STEPS. Moreover, CPS also assumes weaker future
gains in energy efficiency, amplifying the negative impact on
fuel import bills and therefore on current accounts.

Figure 7 Energy transition weighs on current accounts

Current account balance change between 2025 and 2035,
% GDP

10.0
7’5
5.0
25
0.0
=25
-5.0
-1.5
-10.0

EWSTEPS mCPS

Source: Oxford Economics, Atradius

However, this overall impact is somewhat muted for this group
because several countries appear able to partly offset higher
fuel import costs via improvements in other components of
the current account, such as stronger exports or lower non-
energy imports. Others - such as Thailand, Malta, and South
Korea - start with current account surpluses in 2025, which
helps cushion the shock. But even if this small sample includes
some favourable outliers, several economies that already run
current account deficits still experience the substantial
weakening one would expect under rising fuel prices. Tunisia’s
deficit widens from 2.1% of GDP in 2025 to 5.1% in 2035, while
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Morocco’s worsens from 1.9% to 5.6% of GDP. These
magnitudes are broadly consistent with what the CPS fuel
price path would imply for a country with a median net fuel
import bill that does not take mitigating measures.

Although increasingly distant, NZE remains the focal point for
the long-term. With oil prices falling sharply to USD 33 per
barrel, almost no country experiences a deterioration in its
current account balance from fuel costs alone. However, as we
showed in an earlier research note’, even in this optimistic
case, many fuel-importing countries still face persistent
current account deficits due to other imports, narrow export
bases- or macro policy weaknesses.

Conclusion

The IEA’s latest outlook points to a slowdown in the global
energy transition and should serve as a wake-up call,
especially for fuel-importing emerging economies. Later peaks
in oil and gas demand, combined with structurally higher
prices, mean these countries can no longer simply count on a
benign downward oil price trend to ease external pressures.
So far, energy efficiency has been the main force lowering net
fuel import intensity, but these gains may weaken under more
pessimistic scenarios like CPS.

7 Atradius Economic Research, Energy transition not a panacea for fuel importers,
April 2023
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This makes it even more important to accelerate the
development of domestic renewable energy to reduce
dependence on imported fuels. Yet progress so far has been
modest. In many fuel-importing countries, the renewable
share of electricity has risen only gradually, leaving
considerable room for improvement. Faster progress will
require tackling financing barriers and other well-known
bottlenecks, particularly in emerging markets.

At the same time, renewables alone cannot significantly
reduce total fossil-fuel demand in the medium term, because
its impact remains concentrated in the power sector. More
emphasis should therefore be placed on electrifying industry,
heating and heavy transport. However, the IEA’'s CPS and
STEPS trajectories still foresee only gradual increases in
overall electrification.

Reducing macroeconomic vulnerabilities from high and
volatile fuel import bills will therefore also require action
beyond the energy system. Strengthening export capacity,
improving competitiveness, and reducing dependence on
non-energy imports can help make current accounts more
resilient to swings in global fuel prices. These steps will also
help reduce exposure oil price shocks emanating from
geopolitical events - such as the recent Middle East war - or
by temporary disruptions to the energy system that may arise
during the transition.
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Appendix A Net fuel import
bill decomposition

Explanation and formula behind the net fuel import bill
decomposition

Our dependent variable is net fuel import intensity, defined as
the value of net fossil-fuel imports relative to nominal GDP:

F,
W where F, = M, — X,
with M; and X; denoting the value of gross fossil fuel imports
and exports.

We focus on net - rather than gross - imports because this
better reflects how dependent a country really is on external
fuel suppliers. A country that both imports and exports fuels
can use part of its export revenues to offset its import needs.
Looking at net imports also better captures exposure to price
swings. Since prices of imported and exported fuels typically
move together, export revenues naturally hedge part of the
import bill.

Expressing net imports as a share of GDP relates fuel
dependence to the size of the economy. Two countries may
face the same import bill in dollars, but the burden is heavier
for the smaller economy, both in terms of vulnerability to price
spikes and the macroeconomic pressure of financing external
energy purchases. Using nominal GDP in the denominator
ensures consistency with import values, which are themselves
recorded in current prices.

The four drivers

From this starting point, our decomposition attributes
changes in net fuel import intensity to four intuitive drivers.
The first three drivers capture the underlying drivers of fossil
fuel demand. So, how much energy the economy uses per unit
of real output, how fossil-heavy that energy mix is and how
expensive imported fuels are. The fourth factor links the
equation to net imports by accounting for how much of import
demand is “netted away” by exports.

The specifics of the four drivers are:

i) Energy efficiency

PE,
GDPtreal

This captures whether the economy is using more or less
primary energy per unit of real output. Both variables are in
volume terms. Primary energy (PE) is measured in terawatt-
hours, and real output is real GDP. We use primary - rather

Y

than final - energy because import bills reflect fuel inputs. A
useful feature of our data (from Our World in Data) is that
primary energy from renewables is calculated using the
substitution method. This method converts renewable energy
into the amount of fossil fuel that would have been required to
generate the same (electricity) output. This prevents shifts
toward renewables from mechanically lowering primary
energy and allows us to cleanly separate efficiency gains from
decarbonisation effects, which is the second factor in our
decomposition.

ii) Decarbonisation

This term captures shifts away from fossil fuels within the
energy mix. Again, we use primary rather than final energy
because it reflects the fuel inputs that drive fossil-fuel
imports. A practical limitation is that Our World in Data
provides primary-energy composition data for only about 20
fuel-importing countries. To extend coverage to a larger
sample of roughly 70 countries, we therefore rely on the
fossil-fuel share in electricity generation as a proxy for
decarbonisation. This measure is more widely available,
though electricity accounts for only a part of total energy
demand, making it an imperfect - but still useful - substitute.

B PEtfoss

= PE,

i) Fuel price movements
Py

Fuel prices directly affect the value of the import bill even if
quantities are unchanged. This term essentially converts
physical energy needs into import values, consistent with our
dependent variable. For simplicity, we use the global crude oil
price as a proxy applied uniformly across countries.

iv) Export offset

Net imports can fall either because imports decline or because
exports rise. This final term isolates cases where shrinking net
import dependence reflects rising exports rather than reduced
fossil-fuel use. The export offset can be derived from the
definition of net fuel import intensity:

Ft‘ _ Mf_Xt‘
GDPt_nom GDPt_nom

Then we factor out gross imports M,, as this is already covered
in the rest of the decomposition, and we isolate the export
offset.
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piom = gpom (1 1f)

—t _—_"t (1=
GDPtHOm GDPtnom Mt

This shows that net fossil fuel import intensity consists of two
parts. The first part shows how large gross imports are
relative to GDP and this is where our energy-efficiency,
fuel-mix, and price drivers come together. The second part is
the export-offset, showing the contribution of exports to
lowering (or raising) net import intensity. When exports rise
faster than imports, this term is negative.

How the decomposition adds up

We measure contributions using log changes, to ensure that
the contributions of the four drivers sum neatly to the total
proportional change in net fuel import intensity. Results are
presented as median cumulative log changes across the
country sample.

The full identity can be written as:

F,
Aln( £

PE,
W) = Aln< £ ) +AlIn(S,) + Aln(P,)

GDPtreal
Xy
+Aln(1—ﬁt) + &

The variables are defined as follows:
e  F;=Net fuel import bill (value)
e M, X; = Gross fossil fuel imports/exports (value)

e  GDP = Nominal GDP in the dependent variable; real
GDP in the energy-efficiency term.

e  PE;=Total primary energy consumption (TWh)
e St = PEjsst/PE; = fossil share of primary energy
e  P;=Fuel price proxy (global oil price)

Residuals

The identity provides a generally good fit. In most cases the
direction of change in net fuel import intensity aligns with the
decomposition outcome. However, a residual term, ¢, ,
remains, but is in most cases modest, and could be caused by
two simplifying assumptions. First, we abstract from
substitution between domestic energy production and
imports. Countries can reduce the (net) fuel import bill by

producing more fuel locally, which our decomposition does not

capture (unlike the export offset). A second simplification is

that we proxy fuel prices with the global crude oil price applied

uniformly across countries, which overlooks country specific
differences in fuel mixes and exchange-rate effects.

Appendix B Country
samples

Table B1 Fuel-importing countries with data from 2009-

2024 for net fuel import bill decomposition

1 | Thailand 7 South Korea 13 | Pakistan

2 | Taiwan 8 Morocco 14 | Luxembourg
3 | Slovakia 9 Belgium 15 | Chile

4 | India 10 | Bulgaria 16 | Slovenia

5 | Belarus 11 | Lithuania 17 | Ukraine

6 | North Macedonia 12 | Czechia 18 | Cyprus

Table B2 Extended sample of fuel-importing economies

1 | Belarus Nicaragua 51 Cyprus
2 | Lebanon 27 Morocco 52 Slovakia
3 | Tonga 28 Armenia 53 Kenya
4 | Vanuatu 29 North Macedonia 54 Tanzania
5 | Maldives 30 Tunisia 55 Czechia
6 | Burkina Faso 31 Zambia 56 Malta
7 | Gambia 32 El Salvador 57 India
8 | Mali 33 Honduras 58 Slovenia
9 | Mauritius 34 Georgia 59 Singapore
10 | Panama 35 Paraguay 60 Lithuania
11 | Antigua and 36 Taiwan 61 Costa Rica
Barbuda
12 | Fiji 37 South Korea 62 Belgium
13 | Togo 38 Bosnia and 63 Afghanistan
Herzegovina
14 | Samoa 39 Pakistan 64 Luxembourg
15 | Namibia 40 Saint Vincent and | 65 Ethiopia
the Grenadines
16 | Thailand 41 Chile 66 Burundi
17 | Moldova 42 Cambodia 67 Nauru
18 | Laos 43 Dominican 68 Bulgaria
Republic
19 | Mongolia 44 Montenegro 69 Sierra Leone
20 | Seychelles 45 Rwanda 70 Mozambique
21 | Kyrgyzstan 46 Ukraine
22 | Barbados 47 Tajikistan
23 | Solomon Islands 48 Senegal
24 | Bhutan 49 Dominica
25 | Botswana 50 Serbia
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