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“Grey iron” will never be green
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There is growing Australian interest in the prospect of producing “green iron” for export. This could add
significant value to Australia’s largest export as iron ore demand in China enters structural decline.

Green iron is made using green hydrogen by reducing iron ore in a direct reduced iron (DRI) process. But DRI
can also run on gas - iron produced using gas can be described as “grey iron”. Green hydrogen is currently more
expensive than gas, and several projects are considering using gas first, potentially locking in gas use for an
undetermined period. This presents high risks for Australia.

Gas-based iron production is emissions-intensive
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Carbon capture, utilisation and storage (CCUS) can’'t make grey iron green

P CCUS has an established track record of underperformance and failure.

P The world’s only commercial-scale CCUS facility for steelmaking captures about 25% of the plant’s emissions
- the steel produced cannot be considered ‘green’.

P Technical challenges that have long plagued CCUS also drive up costs. Costs at the Gorgon CCS project have
blown out to over AU$200/tCO,, more than three times the theoretical cost.

South Australia: Long-term reliance
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faces significant risks
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Gas is in short supply and comes at a high cost in Australia

Operating a DRI production facility with output similar to Port Kembla Steelworks
would require 30 to 40 petajoules (PJ) of natural gas per year, equivalent to
seven per cent of natural gas demand on the Australian east coast in 2024...
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Gas prices tripled since the start of LNG exports
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Source: Deloitte Green Value Chain Explorer - Iron and Steel, 2024. Note: Cost of steel production comparing gas-DRI and green
hydrogen-DRI in Australia (Pilbara), Australia (outside Pilbara, for example in South Australia), Canada, the USA and the Middle East.
Includes raw material and energy inputs, transport, and electric art furnace (EAF)-based steel production.

A gas-DRI lock-in risks seeing Australia miss out on the green iron export opportunity as other nations like
Brazil, Canada and Oman eye running new DRI plants on green hydrogen.
In Sweden, Stegra will begin producing green iron and steel at commercial scale from next year.

Subsidies for Australian green hydrogen need to be smarter. Support should be focused on projects with a
realistic end use, such as iron and steel production.
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