
FUEL SHOCK:
WHY CLEAN ENERGY IS
OUR BEST DEFENCE



Key insights
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For decades, global conflicts in fossil fuel
producing regions have led to price shocks
and prompted debate on energy security. 

For example, around one fifth of the world’s
oil and gas flows through the Strait of Hormuz
between Iran and Oman. This means any
disruption in the region threatens higher
petrol and electricity prices here and around
the world.

1 Our dependence on oil and gas is
a risk to our climate, energy
security and cost-of-living.

›

›

Australia is still highly exposed to
global fossil fuel price spikes.3 5

After Russia invaded Ukraine in 2022, average
Australian electricity bills jumped by around
$400 a year as global gas prices surged, while
petrol prices also soared.

Australians have already paid a
high price for overseas fossil fuel
shocks. 

We import more than 90% of our refined fuel
and export more than 80% of our gas, tying
local prices for households and businesses to
volatile global markets.

›

4 Clean energy and electrification
are already cutting bills and
shielding our households from
price shocks. 

Renewables and storage now provide nearly
45% of electricity in Australia’s main grid, and
helped cut wholesale power prices almost in
half in late 2025 – reducing our reliance on gas
that drives high prices.

Switching from gas to efficient electric
appliances can save households between $500
and $1,900 every year; and insulates families
from volatile gas prices.

Electric vehicle drivers save around $1,400 a
year in fuel and maintenance compared to
petrol cars, and are far less exposed to global oil
price spikes.

›

To protect households,
governments should accelerate
the roll out of renewable energy,
storage and electrification.

›
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›

›

›

Power prices are projected to fall by 5%
over the next five years as more
renewables come online in our grid.

Electrification of our homes and
transport reduces reliance on imported
oil and gas, cutting costs and shielding
households from future global price
shocks.

Now is the time to double down on
policies to accelerate the renewable
rollout and make the benefits of
rooftop solar, storage and
electrification more accessible.

›

›
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INTRODUCTION:

CLEAN ENERGY IS OUR BEST
DEFENCE AGAINST RISING
ENERGY BILLS
The escalating conflict in Iran and neighbouring countries is a significant
risk to Australian households. Around one fifth of the world’s oil and gas
flows through the Strait of Hormuz. Markets are already reacting, and fuel
prices are rising here. When fossil fuel supply is threatened, prices spike and
Australians pay.

We experienced this after Russia invaded Ukraine in 2022. Petrol prices
surged. Electricity bills jumped by around $400 a year on average. Gas
exporters made windfall profits while households struggled.

This is Australia’s core energy vulnerability: we are still deeply exposed to
volatile global fossil fuel markets. As long as our power system and
transport rely on coal, oil and gas, overseas conflicts will cause price shocks.

The only durable protection is to reduce our
dependence by accelerating renewable energy
and the electrification of homes, businesses
and transport. This delivers lasting cost-of-
living protection and energy security, while
cutting climate pollution.

https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/


OIL SUPPLY CONSTRAINTS
DRIVE UP PETROL PRICES
Australia imports more than 90% of our

refined oil products, like petrol and diesel,

leaving us highly exposed to global oil supply

disruptions, price shocks and putting energy

security at risk: our national fuel reserves

currently sit at 36 days worth – well below the

international benchmark of 90 days. 

Following Russia’s invasion of Ukraine, oil

prices surged – prompting the Australian

Government to temporarily cut the fuel excise

drivers pay on their petrol in half. This saved

Australians, at a cost to the Government of

$5.6 billion in lost revenue over 6 months.

Even with the excise cut, retail petrol prices

were $188c/litre in the September 2022

quarter, their highest in real terms since 2008. 
3

FIGURE 1: AUSTRALIA IS LAGGING IN EV ADOPTION,
LEAVING 98% OF DRIVERS EXPOSED TO RISING FUEL PRICES

Sources: Ember; International Energy Agency
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Now, if conflict in and around Iran continues
to constrain oil supplies, some economists
expect petrol prices to rise by between 25
cents and $1 per litre, depending on the level
of disruption – adding between around $9
and $35 a week for an average household.
Analysis by NRMA shows that petrol stations
in Sydney, Melbourne and Brisbane are
already hiking their prices – with half the
service stations in these cities charging
almost $2.20 a litre for regular unleaded.

While EV sales in Australia are picking up, we
are still lagging behind the developed world.
With around 98% of Australian cars still
relying on petrol or diesel, the vast majority of
households are exposed. 

Around one fifth of the world's oil and fossil gas is shipped through the Strait
of Hormuz, between Iran and Oman. The Strait is now effectively closed,
significantly disrupting global fuel supplies.

https://www.dcceew.gov.au/sites/default/files/documents/72895-1.pdf
https://www.theguardian.com/australia-news/2026/mar/03/chris-bowen-urges-motorists-not-to-panic-buy-petrol-as-oil-prices-jump-amid-iran-conflict
https://www.abc.net.au/news/2022-09-29/fuel-excise-is-ending-prices-set-to-rise-but-by-how-much/101458008
https://www.abc.net.au/news/2022-09-29/fuel-excise-is-ending-prices-set-to-rise-but-by-how-much/101458008
https://www.accc.gov.au/media-release/international-oil-prices-drove-petrol-prices-higher-despite-excise-cut
https://www.accc.gov.au/media-release/international-oil-prices-drove-petrol-prices-higher-despite-excise-cut
https://ember-energy.org/latest-insights/the-ev-leapfrog-how-emerging-markets-are-driving-a-global-ev-boom/
https://www.iea.org/reports/global-ev-outlook-2025
https://www.westpaciq.com.au/economics/2026/03/middle-east-conflict-note-3-march-2026
https://www.westpaciq.com.au/economics/2026/03/middle-east-conflict-note-3-march-2026
https://www.mynrma.com.au/about/media/press-releases/2026/nrma-calls-out-petrol-profiteering
https://electricvehiclecouncil.com.au/media-releases/australia-makes-gains-in-ev-uptake-but-faces-steep-road-ahead-report-finds/
https://ieefa.org/resources/strait-hormuz-disruption-would-jeopardise-10-europes-lng-imports
https://www.afr.com/world/middle-east/oil-and-lng-suppliers-suspend-shipping-through-strait-of-hormuz-20260301-p5o6co


GAS PRICES DRIVE POWER BILL PAIN
Following recent attacks, Qatar – which provides nearly

20% of the world’s fossil gas – has stopped its gas

production. Wholesale gas prices have jumped significantly

in Europe and Asia in response. So far, there is no evidence

that the conflict is pushing up Australian gas prices – but

there is significant risk of this occurring.

Australia produces more than enough gas to power our

homes and businesses for decades to come, but we remain

impacted by these global events because we export the vast

majority (more than 80%) of our gas overseas, linking us to

global markets.

Before we started exporting gas from the east coast in 2015,

gas prices had been consistently around $3-5 per gigajoule

(GJ). In the months following Russia’s invasion of Ukraine,

east coast gas prices surged as high as $30-40/GJ. Today

they remain around $13-15/GJ – up to four times higher

than they were a decade ago.

When gas prices rise, electricity prices follow. Soaring gas

prices have played a major role in the tripling of wholesale

power prices (which make up around 40% of our bills) over

the past decade. This has a big impact on household power

bills, which jumped by about $400 (on average) following

the invasion of Ukraine.
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Sources: Climate Council 2026: Power Games: Who’s driving high power bills?; data from Australian Energy Regulator
2025 and Open Electricity 2025; based on analysis by Nolan, Gilmore, and Munro 2022.

FIGURE 2: AUSTRALIA’S POWER PRICES ARE STILL MOSTLY SET BY EXPENSIVE,
POLLUTING GAS

https://www.aljazeera.com/news/2026/3/2/qatarenergy-worlds-largest-lng-firm-halts-production-after-iran-attacks
https://www.aljazeera.com/news/2026/3/2/qatarenergy-worlds-largest-lng-firm-halts-production-after-iran-attacks
https://www.theguardian.com/australia-news/2026/mar/03/oil-gas-lng-prices-iran-war-middle-east-conflict-bills-australia-ntwnfb
https://www.climatecouncil.org.au/resources/powering-past-gas-an-energy-strategy-that-works/
https://ieefa.org/resources/australias-gas-market-isnt-working-it-needs-flexible-regulation-mechanisms-fix-its
https://www.aer.gov.au/system/files/AER%20gas%20weekly%20report%20-%208%20%E2%80%93%2014%20May%202022_0.pdf
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.aer.gov.au/industry/registers/charts/gas-market-prices
https://www.aer.gov.au/industry/registers/charts/gas-market-prices
https://explore.openelectricity.org.au/energy/nem/?range=all&interval=fin-year&view=discrete-time&group=Detailed
https://www.griffith.edu.au/__data/assets/pdf_file/0034/1639348/No.2022-08-Gas-Price-and-Electricity-price-Relationship.pdf
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Australians now have more choice than ever when
it comes to going electric, with more than 150 EV
models (including utes, and models priced as low
as $26,000) available in Australia compared to only
28 models five years ago.

Cars are just one part of a transport system and
broader economy still heavily reliant on oil. To
protect our economy from rising oil costs and
climate impacts we need to reduce fossil fuel use
across the system wherever we can – in heavy
vehicles, ships, planes and in the machinery many
of our industries, like mining and agriculture, rely
on.

There is now
an EV available
for just $26,000
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CLEANING UP TRANSPORT STRENGTHENS
ENERGY SECURITY AND SAVES US MONEY

People with EVs spend 40% less on annual vehicle
running costs, save around $1,400 every year.

EVs sales in Australia are rising rapidly – from just
0.8% of new car sales in 2020 to more than 13%
today. There are now twice as many EVs on our
roads (454,000) than there were two years ago. 
This has been driven by federal policy: with the
introduction of the electric car tax discount in
2022 and the new vehicle fuel efficiency standards
(NVES) in 2025, as well as significant investment in
charging infrastructure and supportive state
measures. 

FIGURE 3: EV SALES ARE RISING AS COSTS FALL

Sources: EV Council; ABC News
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Charging a car with electricity is significantly cheaper than using fuel, and electric
vehicles (EVs) have fewer moving parts, which lowers maintenance and servicing
expenses over time. 

https://electricvehiclecouncil.com.au/media-releases/australia-makes-gains-in-ev-uptake-but-faces-steep-road-ahead-report-finds/
https://electricvehiclecouncil.com.au/media-releases/australia-makes-gains-in-ev-uptake-but-faces-steep-road-ahead-report-finds/
https://www.abc.net.au/news/2026-02-20/cart-electric-vehicles-becoming-more-affordable/106348534
https://www.aemc.gov.au/news-centre/media-releases/faster-renewable-buildout-and-electrification-key-affordable-energy-transition
https://electricvehiclecouncil.com.au/media-releases/ev-sales-hit-record-highs-in-2025-with-38-rise-and-new-monthly-record-in-december/
https://electricvehiclecouncil.com.au/media-releases/ev-sales-hit-record-highs-in-2025-with-38-rise-and-new-monthly-record-in-december/
https://www.ato.gov.au/businesses-and-organisations/hiring-and-paying-your-workers/fringe-benefits-tax/types-of-fringe-benefits/fbt-on-cars-other-vehicles-parking-and-tolls/electric-cars-exemption
https://www.climatecouncil.org.au/resources/new-year-new-gear-new-vehicle-efficiency-standard-revs-starting-line/
https://electricvehiclecouncil.com.au/media-releases/ev-sales-hit-record-highs-in-2025-with-38-rise-and-new-monthly-record-in-december/
https://www.abc.net.au/news/2026-02-20/cart-electric-vehicles-becoming-more-affordable/106348534
https://www.abc.net.au/news/2026-02-20/cart-electric-vehicles-becoming-more-affordable/106348534


Renewables, batteries and electrification are not only climate
solutions, they are also energy security solutions.

Unlike fossil fuels, solar and wind are freely available and abundant local
resources that aren’t traded on volatile global markets. They are far cheaper to
build, and also stable and low-cost to operate. Backed by storage like batteries and
pumped hydro, renewables can power our homes, industry and businesses
around the clock. Any transmission needed to connect renewable energy is
expected to deliver net savings to homes and businesses. 

The renewables in our grid lowered average household electricity bills by up to
$417 in 2024 by reducing our reliance on coal and gas. Today, renewables and
storage now provide nearly 45% of electricity in Australia’s main grid (on average),
and this share is growing rapidly. In the last three months of 2025, they provided
more than half our power for the first time, cutting wholesale power prices almost
in half. Power prices are tipped to fall by 5% over the next five years as we roll out
more renewables. 
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CLEAN ENERGY PUTS THE POWER
BACK IN OUR HANDS

Renewables and storage Fossil fuels
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FIGURE 4: RENEWABLES OVERTOOK FOSSIL FUELS IN OUR MAIN
GRID FOR THE FIRST TIME LAST YEAR

Source: Open Electricity. The share of renewables and storage in the NEM exceeded 50%

in October, November and December 2025, and January 2026.
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https://www.climatecouncil.org.au/understanding-whats-next-for-australias-main-electricity-market/
https://www.climatecouncil.org.au/understanding-whats-next-for-australias-main-electricity-market/
https://www.aemo.com.au/-/media/files/major-publications/isp/draft-2026/draft-2026-integrated-system-plan.pdf?rev=8e38a5150ec2474791ee573a9981f07c&sc_lang=en
https://www.ceig.org.au/wp-content/uploads/2025/03/2025-03-CEIG-The-cost-of-no-renewables.pdf
https://www.ceig.org.au/wp-content/uploads/2025/03/2025-03-CEIG-The-cost-of-no-renewables.pdf
https://explore.openelectricity.org.au/energy/nem/?range=all&interval=1y&view=discrete-time&group=Detailed
https://www.aemo.com.au/-/media/files/major-publications/qed/2025/qed-q4-2025.pdf?rev=b29ae0bd014c48f59a259009d246280f&sc_lang=en&hash=49B19FB5A8783BBD5BF435153C523905
https://www.aemo.com.au/-/media/files/major-publications/qed/2025/qed-q4-2025.pdf?rev=b29ae0bd014c48f59a259009d246280f&sc_lang=en&hash=49B19FB5A8783BBD5BF435153C523905
https://www.aemc.gov.au/market-reviews-advice/residential-electricity-price-trends-2025
https://explore.openelectricity.org.au/energy/nem/?range=all&interval=1M&view=discrete-time&group=Detailed


Energy security risk Fossil fuels Renewables

Resource availability

Fossil fuels are finite resources and are highly concentrated
in few regions globally. In Australia, while we have

significant coal and gas resources, we export two-thirds, and
we are dependent on oil imports. 

Renewables are infinite resources, available all over the world.
Australia has abundant renewable resources: we are the

sunniest country in the world, and one of the windiest. Wind,
water and sun are abundantly available in many parts of

Australia. 

Vulnerability to supply
disruption

As we are tied to global fossil fuel markets,  we are vulnerable
to constraints and price spikes caused by physical

disruptions or geopolitical tensions.

Given the wind, water and sun are naturally available, they are
not subject to supply chain shocks. However, they are

variable, so different renewable technologies and storage are
needed to complement each other and provide power around

the clock.

Infrastructure resilience

A centralised coal and gas system that relies on a relatively
small number of large, inflexible generators is prone to huge

shocks and price spikes when outages occur – which is
happening frequently in Australia as infrastructure ages.

Building a diversity of wind, solar and storage projects across
the country creates a flexible, distributed, more reliable

system.

Affordability
High gas prices and unreliable coal are key drivers of high

electricity bills in Australia. Costs of coal and gas generation
projects are rising, with long wait list for gas turbines. 

Renewables have no fuel costs, and form the basis for the
cheapest generation mix for Australia.

RENEWABLES BOOST OUR ENERGY SECURITY

Based on analysis by the International Renewable Energy Agency 2024
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https://www.energy.gov.au/energy-data/australian-energy-statistics/energy-trade
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.csiro.au/en/research/technology-space/energy/Electricity-transition/GenCost
https://www.csiro.au/en/research/technology-space/energy/electricity-transition/gencost
https://www.irena.org/Publications/2024/Apr/Geopolitics-of-the-energy-transition-Energy-security


CLEAN ENERGY CAN
PROVIDE IMMEDIATE
COST RELIEF
Powering our homes and businesses with clean,
affordable energy and reducing our reliance on
energy retailers is a win for the climate, and a win for
our wallets. 

Switching from gas to efficient electric appliances (like
heaters, hot water systems and cooking appliances) can save
households between $500 and $1,900 every year. Combined
with rooftop solar storage, this can slash total energy bills by
around 90%, and directly and immediately shield households
from future price shocks. 

While costs of solar and batteries are falling, and government
support is making the technologies accessible to more
Australians, these game-changing upgrades are still out of
reach for some. Renters, people in apartments, and low-
income households face significant barriers. With smart
policies and leadership, governments can ensure more
Australians can directly access the benefits of electrification,
solar and batteries more swiftly. 
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FIGURE 5: CLEAN ENERGY CAN DIRECTLY SAVE HOUSEHOLDS UP TO $2900
EVERY YEAR

Sources: Climate Council 2026: Power Games: Who’s driving high power bills?; based on analysis by IEEFA 2025:

A focus on homes, not power plants, could halve energy bills

https://www.climatecouncil.org.au/resources/switch-and-save-how-gas-is-costing-households/
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://www.climatecouncil.org.au/resources/power-games-whos-driving-high-power-bills/
https://ieefa.org/resources/focus-homes-not-power-plants-could-halve-energy-bills
https://ieefa.org/resources/focus-homes-not-power-plants-could-halve-energy-bills
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CONCLUSION:

THE LESSON FROM GLOBAL CONFLICTS LIKE UKRAINE AND IRAN
Since at least the 1970s, global conflicts that break out
in fossil fuel producing regions have led to price
shocks, and prompted debate on energy security. The
conflict in Iran provides more impetus for
governments to double down on policies that clean
up our grid and our transport system. Any delay
threatens to increase Australians’ energy bills: a one-
year delay in wind or transmission projects could
increase residential power prices by up to 20%.

Of course, if we accelerate the rollout of clean power
and transport then we will keep bills as low as
possible, all while boosting energy security and
cutting climate pollution. Renewables and
electrification are powering ahead, but the switch to
cleaner, cheaper technologies and all their benefits
are not yet guaranteed. 

Accelerating the build out of our renewable grid and adoption of other
clean technologies is the most effective way to lower energy bills,
protect households and cut climate pollution at the same time. Delaying
this would only lock in higher costs, risk energy security and put more
pressure on households already doing it tough.

For example, right now, the Australian Government
is reviewing the EV tax discount it introduced in
2022. Over the past three years, the Electric Car
Discount and other key policies have helped drive
EV uptake in Australia, with sales rising from just 2%
of new car sales in 2021 to 13% in 2025. Similarly, the
Cheaper Home Batteries Scheme has significantly
boosted uptake: nearly as many home batteries were
installed in the second half of 2025 as during the
previous four years combined. It is critical that
policies like these that help us get off polluting fossil
fuels and cut costs are retained, while policies that
subsidise the use of polluting fossil fuels are phased
out. 
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https://www.aemc.gov.au/market-reviews-advice/residential-electricity-price-trends-2025
https://treasury.gov.au/review/electric-car-discount
https://www.climatecouncil.org.au/resources/submission-review-of-electric-car-discount/
https://www.climatecouncil.org.au/resources/submission-review-of-electric-car-discount/
https://cleanenergycouncil.org.au/news-resources/record-home-battery-surge-charges-up-australia-s-biggest-power-station-on-aussie-rooftops
https://cleanenergycouncil.org.au/news-resources/record-home-battery-surge-charges-up-australia-s-biggest-power-station-on-aussie-rooftops

