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Energy transition outlook: The signal is 
now emerging from the noise as …

Global electricity demand will rise by 4%, driven by AI and data centers, but solar growth will slow, 
increasing by only 11% in 2025 after a 35% surge in 2024, due to grid integration issues. Yet, solar 
will remain the largest source of new generation worldwide. Simultaneously, a resurgence of interest 
in nuclear power is observed leading to restarts of closed plants and development of advanced 
reactor technologies. Paradoxically, global coal consumption will remain high, breaking records until at 
least 2027, fueled by demand from India and China.

Energy storage, particularly grid-scale battery projects, will be led by intermittency of renewables, with 
associated power reliability costs potentially reaching $435 billion globally by 2030. States and private 
businesses will play a larger role in driving energy solutions and energy efficiency. Virtual Power 
Plants (VPPs) will expand, driven by the increasing data center energy demands.

The EV market is poised for continued growth in 2025, with global EV share of light-vehicle sales 
ranging from ~17% to ~23%. China is expected to dominate, potentially representing two-thirds of 
global sales, impacting oil demand forecasts. Despite economic uncertainty and supply chain 
challenges, the long-term outlook remains positive due to declining battery costs, expanding charging 
infrastructure, and continued policy support in most advanced economies save the U.S.

Carbon capture (CCUS) is expected to continue progressing through 2025, with Norway's Northern 
Lights project beginning CO2 storage at its Øygarden terminal and many of over 500 tracked global 
projects reaching final investment decision. However, project rationalization due to financing 
challenges, policy uncertainty, and persistent high costs is also anticipated, driving M&A, JVs, and 
partnerships, similar to ExxonMobil's Denbury acquisition. In direct air capture (DAC), the largest 
facility to date—STRATOS Phase 1 in Texas—is slated to commence operations in 2025, despite 
current DAC costs estimated at $600–$1,000 per ton.

Government support remains crucial for CO2 storage permitting and CCUS investment, as seen with 
Northern Lights, where government grants cover over 60% of costs. Despite global policy uncertainty, 
particularly in the US and potentially Canada, many countries, including Sweden, Denmark, Japan, 
and the UK, are actively funding new CCUS projects.
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Energy transition plans in oil & gas companies
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Recent M&A activity in energy transition

Acquirer Acquired

…Policy support grows uncertain leaving 
projects to compete on economics

Hydrogen lost a lot of its luster in 2024 as project developers struggled to find offtakers due to high 
levelized costs.  The momentum created by the Inflation Reduction Act's 45V credit was lost due to 
difficult compliance criteria that have just been relaxed somewhat.  Collectively, many projects were 
canceled as it became clearer that electrolyzer costs will struggle to fall quickly.  ADI expects blue 
hydrogen projects to make the most progress in 2025 along with continued interest in new 
technologies such as geologic hydrogen.

We anticipate the Inflation Reduction Act (IRA) to stand in the second Trump Administration.  There 
will be a lot of noise, complaints, and grandstanding but the money will still flow.  Some incentives 
may be trimmed and a few programs (e.g., Loan Programs Office) may slow down.

Despite political pushback, ESG investing principles are projected to endure, with substantial 
investments continuing in the energy transition. The Science Based Targets initiative (SBTi) is likely to 
offer more flexibility in the use of carbon offsets.

Potential shifts in US climate policy are prompting climate tech startups to explore international 
options, potentially hindering US innovation, and leading to a challenging funding environment in 2024 
with more flat or down rounds due to past inflated valuations and investor caution. While 2025 funding 
is projected to increase, driven by IRA deployment, softening interest rates, and growing market 
viability, it's unlikely to reach 2022's $40B peak. Funding distribution may also become more 
concentrated, favoring established companies as investors prioritize risk reduction.

While oil and gas companies have been active acquirers of climate tech startups in recent years, it's 
unlikely they will be the largest acquirers in 2025. While they possess significant financial resources 
and strategic interest in certain sectors, factors like increased funding from government programs, 
renewed interest from tech companies and corporations, and the current focus of oil and gas 
companies on consolidation within their own industry suggest a more diverse landscape of acquirers.
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Join us at the ADI Forum to build a strategic view of oil & gas, 
energy transition, and chemicals in 2025

February 11-13, 2025   •   Houston, TX   •   www.adi-forum.com

February 11-13, 2025   •  Houston, TX   •   www.adi-forum.com

Upstream, midstream, natural gas, LNG, refining, and fuels

Upstream, midstream, natural gas, 
LNG, refining, and fuels

Energy Transition ChemicalsOil & Gas
Renewable power, CCUS, biofuels, hydrogen, batteries, and sustainability

Renewable power, CCUS, biofuels, 
hydrogen, batteries, and sustainability

C1 derivatives, plastics, specialty chemicals, engineered materials, and recycling

C1 derivatives, plastics, specialty chemicals, 
engineered materials, and recycling
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