


Agenda: The Preposterous Australian Energy Shock

● Global prices for key energy inputs hit home

● A brief history of gas markets

● Why Australia is different

● What to do about it

● Investment implications



ACCC celebrating a little too early…



Global prices, local pain

● Australian gas prices are now 
fixed at $40Gj vs $4Gj

● Electricity prices $300Mw/h vs 
$50Mw/h

● Market failure

● War profiteering



A brief history of gas prices

● Traditional gas of $3-4Gj

● Post-GFC LNG build-out

● Santos said it had enough gas. Third party 
purchases

● Gas is cheap

● LNG overbuilt

● Shell buys LNG trains and Arrow energy plus 
reserve consolidation. ACCC failure

● RSPT tax legacy

● 2014 begins the crisis



European Gas Imports



European Gas Imports



European Gas Storage



Global Implications

● No global energy price solution without 
European solution

● US have promised more gas. Prices 
have tripled in US (but still 70% lower 
than Europe). More LNG to come.

● Europe setting a path to renewables. 
Short term economics not the priority.

● China somewhat insulated. Vast coal 
reserves, increased Mongolian and 
Russian imports, rapid renewable 
growth.

● Australia (without reservation) at the 
mercy of world prices



What to do about it

● More domestic production will fail

● LNG imports will fail

● 100% export levy?

● WA gas reservation & ADGSM?

● Must be expanded to coal for NSW and QLD

● Easy economically, hard politically (RSPT)

● Massive carbon tax versus carbon price







Should Australia intervene in the energy markets?



Investment implications

● Just the beginning if no action

● Europe marginal price setter

● RBA cornered but already priced 

● Possible yield accident

● AUD and recession (house prices)

● Policy will determine earnings
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