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Blending mandates are expected to support biofuels for transport demand and production, even
with the lower oil price environment. Overall, biofuels growth is forecast to stabilise, reaching over
4% of road transport demand in 2020. In the past year, mandates and supportive policies have been
strengthened in key markets such as Brazil, India, Indonesia and Malaysia. Lower oil prices have
actually facilitated the removal of fossil fuel subsidies in several countries, which should improve the
attractiveness of biofuels. But a number of risks limit growth. The United States continues to face
structural challenges in scaling up ethanol to more than 10% of gasoline demand while the EU-28 has
introduced a 7 percentage point (pp) cap on the contribution of conventional biofuels towards the
10% renewable transport target for 2020. Moreover, a continued low oil price environment may lead
to increased scrutiny of support policies for biofuels going forward and the decline in gasoline and
diesel prices has already affected discretionary blending economics in certain markets.
Significant development of advanced biofuels is necessary for diversification and decarbonisation
of transport in the longer term, particularly in challenging sectors such as aviation, but the sector
requires further policy support. Since 2013 advanced biofuels have made good progress, with nine
commercial-scale plants commissioned, seven of these in 2014-15. Policies that mandate blending
levels and provide capital incentives, along with the development of secure local feedstock supply
chains, have been fundamental. New projects may require oil prices around USD 100/bbl or above to
be attractive. There is significant potential to reduce the costs. But a sustained long-term policy
commitment would be needed, which may face risks from the lower oil price environment.

With enhanced policy and market frameworks, renewable growth could accelerate
Driven by a stronger embrace of the energy security, local pollution and climate benefits,
cumulative renewable power growth over 2014-20 could be 25% higher than in the main case
forecast, with a rising annual market. Under this accelerated case projection, annual investment
could reach over USD 315 billion by 2020. Achieving the accelerated case would require policy
makers to send clearer signals to phase out the oldest and most polluting power plants while
developing countries, in particular, would need to address market access and investment risks that
keep financing costs elevated.
Figure 1 Renewable power net additions to capacity under main and accelerated cases
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