Japan-Australia Collaboration

Aims for a New Stage of
Economic Cooperation

Amid mounting challenges around energy supply, the securing of mineral resources, and tackling climate change, there
is growing attention being focused on Australia and the Pacific region. What kind of potential do these regions offer?
We asked TAKAHASHI Naoki, Chief Representative of JBIC’s Representative Office in Sydney, for his insights.

Australia's Economic Outlook:
Five key trends

(1) Steady economic growth and
infrastructure development

@ National Hydrogen Strategy
© ccCS potential
@ Leading mineral resources producer

© Collaboration with neighboring regions

Population growth of over 300,000 every year
Increasing energy needs with renewables
expected to play a bigger role

Australia is a key partner for Japan in the realization of a “free and
open Indo-Pacific.” Although some 20 times larger than Japan in land
area, its population, at 25.75 million, is only about 20% that of Japan.
However, due partly to its migrant intake, Australia’s population is
growing by 300,000 to 400,000 every year, leading to growth in
household consumption expenditure and housing investment. The
population is expected to continue growing, with some forecasts
showing that the population will reach approximately 37-49 million by
2066 (Australian Bureau of Statistics, 2018). The Australian government
has announced that it will invest AUD120 billion over ten years to build
new infrastructure.

“Population growth in Sydney is particularly remarkable, with that city
expected to grow by 60% from 5 million today to 8 million in 40 years’
time. With construction of the new Western Sydney International Airport
underway, the Australian government intends to develop a new urban
zone that incorporates advanced technologies, with the new airport at
the center. Although there are no concrete plans as of yet, there are
expectations that Japanese companies with cutting-edge technologies
will be involved,” TAKAHASHI explained.

It is also inevitable that, as the population grows, demand for
electricity will also increase. Installed generation capacity in Australia in
2019 was 71GW, and this will be increased to 132GW in 2030 (Source:
Australia's emissions projections 2021). These projections include the
expansion of renewable energy use such as solar and wind power, as
well as the closure of coal-fired power stations that have reached the
end of their service life.

“‘One of the major policy drawcards of the new Albanese

administration, which was sworn in May 2022, was to lift Australia’s 2030
emissions reduction target from 26-28% below 2005 levels to 43%. As a
means of achieving this goal, it has significantly increased the 2030
target for the percentage of renewables in power generation from 69% to
82%. These figures have been set as ambitious, yet realistic targets. The
Australian government will likely employ a variety of measures, including
strengthening the power grid, to eliminate bottlenecks in power supply,”
TAKAHASHI described.

Active promotion of hydrogen as a new energy
carrier, in combination with CCS

Given Australia’s vast land area, resources and energy
circumstances vary from state to state. For example, Queensland and
New South Wales have abundant coal deposits, while Western Australia
and the Northern Territory are rich in natural gas. However, in response
to the recent decarbonization trend, coal and gas operators are looking
for ways to survive, such as decarbonizing through converting these
resources into blue hydrogen. In hydrogen-related developments,
Australia’s National Hydrogen Strategy, announced by the Australian
Federal Government in 2019, is well known. Interestingly, however, the
individual states have also developed their own unique strategies based
on the characteristics of their respective regions.

TAKAHASHI explained, “South Australia and Tasmania have not
previously had major resource export industries, but they are now aiming
to become major production and export bases for hydrogen, making use
of abundant renewable energy potential. Each state is competing with
others to attract investment by establishing a stable and conducive
business environment, including opening up new demand for hydrogen
within their own states.”

There is no blue hydrogen without CCS, the capture and storage of
CO2 generated during the hydrogen production process. With its long

Regions with large potential for hydrogen production
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The economy remains strong due to the expansion of household consumption expenditure and fixed capital
formation, supported by population growth. Although GDP growth in 2020 fell into negative territory due to the impact

of COVID-19, it recovered in 2021 due to steady household consumption expenditure and increases in exports.
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Rapid expansion of solar power generation capacity

Source: Australian Energy Update 2021

There is high potential for solar power generation in all regions of Australia. The recent expansion
of the market is clear from the trends in solar power generation capacity, and market growth has
been particularly remarkable since 2018.

history of gas-field development, Australia has many spaces that would
be suitable for CCS, making it an area with high potential even in global
terms. Making CCS profitable has so far been a challenge, but the
Australian Government has launched a new Carbon Credit scheme in
which tradable Carbon Credits are granted to operators according to the
volumes of CO2 they have stored underground with CCS. Once the
relevant laws and regulations have been developed, there is also
potential for the establishment of a new business in which CO2
generated in Japan could be transported to and stored in Australia.

“To be exported, hydrogen needs to be converted to liquefied
hydrogen, ammonia, or methyl cyclohexane (MCH). Japan has
considerable technological strengths in this area as well. The Hydrogen
Energy Supply Chain (HESC) project, whose partners include a major
Australian energy firm and multiple Japanese companies, has attracted
a great deal of attention by becoming the world’s first large-scale
demonstration project to successfully transport liquid hydrogen
internationally. MCH can be transported and stored at normal
temperature and pressure, which means that existing oil-related
infrastructure can be used for its transport and storage. In this way,
advanced technologies cultivated from many years of research and
development by Japanese companies are attracting the attention of
Australian companies.”

Critical mineral industry essential for
batteries

Government providing full support for industry
development

Demand for batteries is growing against the backdrop of
decarbonization, but the regional maldistribution and oligopolization of
supply of critical minerals, such as lithium and nickel, which are essential
for battery production, present challenges.

“With its abundant reserves of critical minerals, Australia has already
established a certain position in the market, but it has not yet established
the processing and refining facilities for supplying refined minerals to an
adequate degree. To this end, as well as developing upstream mining for
lithium, nickel, and copper, the Australian government intends to nurture
midstream and downstream industries, such as ore refining and battery
manufacture, for the further expansion of those industries.”
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Australia’s energy mix varies from state to state, with hydro-electricity accounting for nearly 80% of
power in some states, while other states are focused on wind and solar power generation. The share
of renewables in total electricity generation is on the rise overall.

Australia’s exports of lithium, nickel and copper were valued at
AUD12 billion in 2020, with the Australian government aiming to expand
this figure to AUD84 billion by 2050. Alongside the development of
industries in other critical minerals such as rare earths, this is expected
to create 52,000 new jobs. The new administration’s flagship AUD15
billion National Reconstruction Fund also focuses on adding higher
value to the resources sector.

“Compared with base metals such as iron ore, the markets for
individual critical metals are relatively small, and future demand may
fluctuate significantly depending on trends in technological
development. This makes it difficult for companies to make investment
decisions, but Chinese and Korean companies have already started
investing in Australia in this area. As this sector has strong support from
the Australian government and is one that JBIC has also positioned as a
priority area, we really hope that Japanese companies will also consider
investing.”

Japan and Australia have long enjoyed an excellent relationship and
have worked together in many different areas. In addition to the
formation of the Australia-Japan-United States Trilateral Infrastructure
Partnership in November 2018, there has also been active discussion
among the three countries and India (the Quad) in recent years. It could
be said that Japanese companies are being given a further boost to
encourage the development of business in Australia and the Pacific
region.

The use and application of hydrogen energy requires technologies for
production, transportation, storage, and utilization. Progress is being
made on the development of a large liquefied hydrogen carrier in Japan.
(Photo courtesy of Kawasaki Heavy Industries)








