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THE GLOBAL IMPERATIVE DRIVING THE SHIFT FROM 
FOSSIL FUELS TO RENEWABLE ENERGY SOURCES

“Climate change is a slow-moving process, but it is 
no less dangerous for that. It is likely to be one of 
the key defining features of the coming decades. 
The longer action is delayed the more costly it will 
be to deal with the issues… 
The impact of climate change is broad based 
covering GDP, the capital stock, health, mortality, 
water stress, famine, displacement, migration, 
political stress, conflict, biodiversity and species 
survival. Uncertainty is endemic here as well, trying 
to evaluate the impact of a climate that the earth 
hasn’t seen for many millions of years. Empirical 
estimates based on the variability of the climate in 
recent decades likely massively underestimate the 
effects.” 
– J.P.Morgan

Global concentrations of carbon dioxide (CO2) 
are currently at the highest levels witnessed in 
more than 800,000 years. Today, it’s estimated 
that there are around 407.4 parts per million 
(ppm) in the atmosphere, reflecting the 
significant and damaging impact that human 
activity is having on emissions and, 
subsequently, on the climate.

Human activity, including the burning of fossil fuels for power, along with industry and transport, is 
causing atmospheric CO2 to rise at an alarming rate. These activities are generating a rise at a rate 100 
times faster than the increase generated through natural  
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causes, according to The National Oceanic and 
Atmospheric Administration (NOAA). It’s 
understood that more than three quarters of all 
greenhouse gas emissions can be attributed to 
CO2, with carbon dioxide a major driver of the 
earth’s greenhouse effect.

Without change, the situation is only expected to get 
worse as demand for energy increases. The Future 
Energy Scenarios report published by the National Grid 
estimates that demand could rise 

from 60GW today to 85GW by 2050, primarily as a result of the growing number of electric vehicles on the 
road. Within the next few years, the National Grid predicts that more than nine million electric cars could 
be in operation, on their own contributing 8GW to the anticipated demand increase. 
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Research by the Intergovernmental Panel of Climate 
Change (IPCC) suggests that now is the time to take 
action. The Special Report on Global Warming shows 
that the next decade is a vital period for limiting the rise 
in global temperatures.  According to J.P.Morgan, “The 
response to climate change should be motivated not 
only by central estimates of outcomes but also by the 
likelihood of extreme events (from the tails of the 
probability distribution). We cannot rule out 
catastrophic outcomes where human life as we know it 
is threatened. To contain the change in the climate, 
global net emissions need to reach zero by the second 
half of this century.” Renewable energy provides a clear 
opportunity to meet this challenge.

The IPCC states that the negative e�ects of a 1.5 degree 
celsius increase would be ‘manageable’, while even just a 
0.5 degree increase on this could result in catastrophic 
consequences.

These consequences include a spate of forest �res, which in turn release more CO2 and generate a 
feedback loop that cannot be escaped. 

Biodiversity enters the equation here, too, with plant life unable to thrive, animals unable to graze, and 
unable to hunt. 

Fortunately, there is evidence of increasing interest in sustainability from companies, homeowners, 
investment �rms and, slowly but surely, from private investors, too. The International Energy Agency 
(IEA), predicts that 1200GW of additional renewable energy will be generated across the world by 2024, 
representing a more than 50% increase on today’s �gures [ 
https://www.iea.org/news/global-solar-pv-market-set-for-spectacular-growth-over-
next-5-years ]. Homeowners and businesses will be key drivers of the rise. 

The IEA estimates that 60% of the additional 1200GW will be generated by solar photovoltaic (PV) 
systems, with a notable increase in home installations as a direct result of decreasing costs. 

Domestic installations have dropped from an average £20,000 to £7000 over the past ten years, with IEA 
Executive Director Faith Birol stating that, “As costs continue to fall, we have a growing incentive to ramp 
up the deployment of solar PV”. There is  little doubt that solar is set to be a prime focus going forward. 
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Homeowners are attracted to the long term cost reductions 
of renewable energy. While solar is already more cost 
e�ective than retail electricity, the IEA predicts that prices will 
continue to fall by 35% by 2024. These cost savings have 
resulted in more and more homeowners installing solar PV 
systems, with upwards of one million homes now featuring 
either solar PV electricity panels or solar thermal hot water 
heating panels.

Commercial installations are also driving the industry, with 
around 75% of all new solar PV systems being installed on 
industrial buildings. A number of high pro�le organisations 
including Visa are implementing change, with the global 
�nancial services corporation meeting its goal of achieving 
100% renewable energy powered operations across 76 
countries.

It is clear that the UK is at the brink of major change, 
highlighting new and potentially pro�table opportunities for 
private investors. 

By investing in this rapidly growing sector, supporting small 
renewable energy companies, and favouring green and 
ethical energy bonds, this is a chance for investors to build 
their portfolio and accelerate industry transformation 
through investing in companies that really make a di�erence.

5© UK Asset Company 2021



6

UK GOVERNMENT TARGETS FOR CO2 EMISSIONS 
REDUCTION

“The UK has already reduced emissions by 42% while 
growing the economy by 72% and has put clean growth 
at the heart of our modern Industrial Strategy. This could 
see the number of “green collar jobs” grow to 2 million 
and the value of exports from the low carbon economy 
grow to £170 billion a year by 2030.” – The Department 
for Business, Energy & Industrial Strategy – UK 
Government

The UK Government has set renewable energy 
targets at global, national, and regional levels. 
In June 2019, it became the first of the world’s 
major economies to set a stringent net zero 
emissions law. 

The former Minister of State jointly at the 
Department for Education and the Department 
for Business, Energy and Industrial Strategy, 
the Rt Hon Chris Skidmore MP said, “The UK 
has already reduced emissions by 42% while 
growing the economy by 72% and has put clean 
growth at the heart of our modern  Industrial 
Strategy. This could see the number of “green 
collar jobs” grow to 2 million and the value of 
exports from the low carbon economy grow to 
£170 billion a year by 2030.”  

At a global level, the UK is one of 194 separate states to enter into the Paris Agreement; 
an international agreement to maintain temperature rises to below 2.0 degrees celsius, 
and take necessary action to limit the increase to less than 1.5 degrees. 

The agreement came into effect in November 2014 following the signing of the 55 
countries who together, produce 55% of the world’s total greenhouse gas emissions. 

At a national level, as part of the European Union, the UK made a commitment to 
achieve net zero by 2050 under the Climate Change Act 2008. In the next 30 years, the 
country hopes to reduce emissions by 80% compared to 1990 figures. 

As per Gov.UK “The UK’s 2050 net zero target — one of the most ambitious in the world 
— was recommended by the Committee on Climate Change, the UK’s independent 
climate advisory body. Net zero means any emissions would be balanced by schemes 
to offset an equivalent amount of greenhouse gases from the atmosphere, such as 
planting trees or using technology like carbon capture and storage.”
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In 2019, more energy was generated using renewable sources than from fossil fuels, with the renewables 
sector outperforming fossil fuels for 137 days throughout the year. This makes 2019 the country’s 
‘greenest’ year on record. 

Last year, 48.5% of energy was generated through sustainable means, compared to just 43% generated 
using fossil fuels “As we enter a new decade, this truly is a historic moment and an opportunity to re�ect 
on how much has been achieved,” says National Grid Chief Executive, John Pettigrew. 

Following Britain’s exit from the EU, a new National Energy and Climate Plan (NECP) was drawn up, but 
the commitment remains the same. And the good news is that targets are being met. 

UK renewables outpaced fossil fuels on a new record of 137 days last year
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Under this scheme homeowners who installed, or who had installed renewable heating technology 
including biomass boilers, heat pumps, and solar panels, could claim cash payments for a period of seven 
years. 

Under the Feed-In Tari�, those who generated solar or wind energy could also sell this energy back to the 
grid for a fee. The Feed-In Tari� scheme ended last year (2019), but has been replaced by the Smart Export 
Guarantee. 

The Renewables Obligation is another Government scheme, this time to support large scale renewable 
projects. Running between 2002 - 2017, the scheme will continue to acknowledge UK suppliers who 
source electricity from renewable sources until the end of 2037. 

Long term incentives and schemes such as this highlight how prominent renewables will be in the future 
of the UK economy, and how rapidly the industry is expected to grow as a result of increasing uptake of 
renewable tech for �nancial gain. 

At a regional level, councils are taking climate change 
seriously. In 2018, Green Party Councillor Carla Denyer made 
Bristol the �rst city in the UK to declare a climate emergency. 
At the time, this was also only the fourth such motion in the 
world. 

Since then, more than 800 worldwide leaders have followed 
suit. Each local authority has its own targets set, with London 
aiming to increase installed capacity tenfold to achieve 1GW 
by 2030, with the hopes of extending the target to achieve 
2GW by 2050. 

Will these targets be achieved? “While these �gures show just 
how much progress the energy sector has made in moving to 
cleaner sources of power and reducing emissions over the 
past few years, they are also a stark reminder of how much 
further and faster we have to go with the net-zero target in 
place,” says Energy UK interim CEO, Audrey Gallacher

A number of �nancial incentives have been introduced by the 
Government in a bid to provide motivation for homeowners 
especially to implement vital change.

One of the �rst schemes to be introduced back in 2014 was 
the Department for Business, Energy & Industrial Strategy’s 
(BEIS) Renewable Heat Incentive Scheme. Under this scheme 
homeowners who installed, or who had installed renewable 
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The latest �gures from February 2020 show that while coal-generated electricity is down 48%, and 
gas-generated electricity is down 1.3%, renewables are showing an increase of 3%, resulting in a 
record-breaking three month high.
This comes following news in May 2019 that the United Kingdom o�cially went ‘coal free’ for almost four 
days.

Of the renewable energies dominating the scene, wind power is one of the most interesting in terms of 
overall growth. UK waters are home to the largest o�shore wind farm in the world, generating 9.8GW of 
power. This is expected to rise to 19.5GW within the next �ve years.

RENEWABLE ENERGY PROJECTS IN THE UK

“The number of new renewable energy projects applying 
for planning permission reached a four-year high in the 
UK last year as energy companies raced to meet the 
rising demand for clean electricity.” 

– Jillian Ambrose, the Guardian

Renewable energy is becoming the primary 
focus of new investments as renewables begin 
to dwarf fossil fuels for the first time. Last year 
saw coal-generated electricity drop to a record 
all time low of just 3.5%, while wind, solar, 
hydro, and other renewables combined 
rocketed to 35.8% during Q1 2019; up from 
30.5% on the previous year.

Reports confirm that more energy is coming 
from low carbon sources than ever before. 
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In total, the percentage of wind power generated in the UK grew from 0% in 2000 to 2.6% in 2018, making 
it one of the fastest growing renewable sources. 

The growth of wind power has been accelerated by the extreme weather conditions recently 
experienced across the UK, with Storm Ciara in February 2020 causing local wind farms to generate close 
to 15GW of power on a single day, accounting for more than half of all UK power generation in a 24 hour 
period. During this time, nuclear accounted for around 18%, and gas just over 17%. 

At the time, engineering services company Worley’s Global O�shore Wind Director Eoghan Quinn said 
“It’s only a few weeks into 2020 and we’ve already seen wind make up nearly half of our generation 
demand which reinforces the fundamental opportunity of the energy transition”

This massive growth seen across the renewables sector has resulted in growing investments by both 
Government agencies and commercial investors. In terms of Government projects, London has seen 
67kW of solar panels installed at City Hall and 245kWp combined across Paddington Underground 
Station and Vauxhall bus station. 

56 London Fire Brigade buildings have been �tted with solar panels and 23 installations have taken place 
across the Metropolitan Police Service, while PV generates 350MWh of electricity each year for the 
London Legacy Development Corporation (LLDC). 
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And Government investment in renewable projects isn’t just taking place across London. The Welsh 
Government Energy Service invested more than £400,000 in a hydropower project in Merthyr Tyd�l, with 
the new development generating 480MWh each year, which is enough to power on average 128 homes 
across Wales.

In 2019, twelve new projects were announced under the Government’s Contracts for Di�erence scheme 
which encourages organisations to invest in renewables. Through the projects, it is estimated that power 
will be generated for a record low of £40 per megawatt hour; a signi�cant drop from the £92.50 per 
megawatt hour that is expected from Somerset’s new Hinkley Point C nuclear power station, expected to 
open in 2025. This di�erence re�ects the 30% drop in the cost of o�shore wind seen in recent years. 

With the schemes encouraging commercial investment, we’re already seeing growing interest in 
investing in renewables. In 2018, energy accounted for 32.6% of all industrial investment, and 9.7% of 
total investment.

Overall, industry investments are expected to reach £250 million, which is accelerating the number of 
projects that are getting o� the ground. Last year, interest in renewable energy projects reached a four 
year high, with applications growing from just 204 in 2018 to an impressive 269 throughout 2019. 

“It goes without saying that as more of these projects get o� the ground, the faster the UK can get to a 
point where clean, green sources provide an even greater share of the UK’s energy,” says Geo� Holmes, 
energy consultancy px Group’s Chief Exec O�cer.

This year, the Associated British Ports (ABP) group announced an almost £7 million investment in a solar 
project at the Port of Hull; a scheme which expected to generate 6.5MW. ABP Humber Director Simon 
Bird says, “This solar installation is another vital step toward making our energy supply even more 
sustainable and even greener”. 

This new project is actually the second major renewables investment from the ABP group, who 
completed a similar 1.1MW clean energy project at their site in Goole just last year.

And these projects are working. In Scotland alone, £20,507,747 was paid out to local communities in 
2019, all generated from the 240+ renewable energy projects underway across the nation. Funds have 
been used to tackle poverty and improve transport.

Overall, it is expected that the rise in renewable energy projects will see clean energy power more than 
seven million homes by 2025 through the addition of 6GW generated via renewable. However, while 
industry investments and Government investments are up, private ethical investments in renewables are 
still to fully get o� the ground. 

Private investors are beginning to follow suit and demonstrate interest, particularly in projects relating to 
energy storage such as battery storage. 
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Bloomberg New Energy Finance (BNEF) is calling this a ‘$620 billion investment opportunity to 2040, with 
BNEF’s Head of Energy Storage Logan Goldie-Scot saying “We see energy storage growing to a point 
where it is equivalent to 7% of the total installed power capacity globally in 2040”. 

GROWING INVESTMENT IN ENERGY STORAGE 
SOLUTIONS

“With renewable energy production on the rise, such as 
wind and solar, reliable energy storage solutions become 
a necessity…and especially so when the sun isn’t shining 
or the wind isn’t blowing. Since the discovery of 
electricity, scientists have sought methods to store that 
energy when it’s needed on-demand. Over the last 
century, the storage industry continued to evolve—and 
moreso in the 21st Century when new technologies have 
driven that storage to new levels of e�ciency.”

– Power Electronics.

Investments in energy storage solutions, 
particularly battery storage, are rising 
exponentially. The rapidly-growing sector of 
energy storage is expected to expand to a size 
50 times greater than what it was just a few 
years ago, according to the Centre for 
Sustainable Energy, with the biggest jump 
being witnessed between 2019 and 2020, when 
global storage capacity grew by 60% resulting 
in a worldwide total of 11.3GW capacity. 
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Storage for excess production from the growing number of renewables projects is fast becoming a 
strategic necessity, ensuring continuity of availability during unfavourable weather conditions and also 
in response to di�erences in generation and consumption, which reports show don’t always align. 

Spirit Energy became one of the �rst to enter into the battery storage market, although early systems 
were met with reluctance to implement with ine�ciencies meaning it often cost more to store energy 
than to buy it. Since then, a number of major energy and automotive companies have introduced their 
own systems, including Tesla. 

In an annual solar installer survey conducted in the United States by the North American Board of 
Certi�ed Energy Practitioners, one third of those generating solar energy reported interest in battery 
storage. Of these, more than half wanted Tesla solutions. 

Tesla o�ers both domestic and commercial battery solutions: Powerwall and Powerpack. Today, 
Powerwall stores 129MW of energy from Australia’s Hornsdale Wind Farm; enough to power 30,000 
homes. 

A spokesperson for Tesla has said, “By allowing renewable energy to be dispatched during peak periods 
when the wind is not blowing and mitigating the need for expensive gas peaking generation, South 
Australian electricity prices will be both lowered and stabilised.
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Powerpack enables homeowners to store excess generated from home installations, store cheap 
electricity for peak time use, and use stored energy as a backup in the event of a power cut. 

Other technologies are also being rapidly developed, allowing greater storage ability and increased 
capacity while driving down costs. Compressed air energy storage (CAES) takes the old hydro power 
plant design and turns it green, using compressed ambient air, stored underground. This is then heated 
by a turbine with the air used to drive a generator and produce power. Washington and Oregon states in 
the USA are both awaiting CAES plants, being developed by Paci�c Northwest National Laboratory, to 
give additional power to inland areas at times of higher demand. 

With the market growing at such a rapid pace, it is not surprising that investments in this particular niche 
area are growing quickly. BNEF estimates that the storage market alone could generate around $40 
billion in investments within the next four years

© UK Asset Company 2021
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Powerpack enables homeowners to store excess 
generated from home installations, store cheap 
electricity for peak time use, and use stored energy as a 
backup in the event of a power cut. 

Other technologies are also being rapidly developed, 
allowing greater storage ability and increased capacity 
while driving down costs. Compressed air energy 
storage (CAES) takes the old hydro power plant design 
and turns it green, using compressed ambient air, stored 
underground. This is then heated by a turbine with the 
air used to drive a generator and produce power. 
Washington and Oregon states in the USA are both 
awaiting CAES plants, being developed by Paci�c 
Northwest National Laboratory, to give additional power 
to inland areas at times of higher demand. 

© UK Asset Company 2021



the energy shifts taking place and support sustainability through renewables 
investment. 

“Renewable energy has not traditionally been the asset class that springs to mind for 
investors looking for stable long-term returns, with real estate usually the first priority 
for investors seeking yield. However, the sophistication of many illiquid renewable 
energy strategies and their ESG credentials are attracting increased attention from the 
large institutional investor universe,” says financial advisor, Mortimer Menzel. However, 
renewables investment certainly isn’t new. 

In the three years between 2010 and 2013, almost £30 million was invested in the UK 
renewables industry. Of this, the majority was invested in renewable electricity, with 
smaller amounts in renewable heat and renewable products of transport fuel. It is 
believed that, since then, total investments in renewables has reached £64.4 billion.

Experts are calling renewables ‘2020’s most popular investment, with one third of 
investors planning to invest in renewable energy this year. Greatest interest is being 
demonstrated from the over 45 demographic who are showing high levels of motivation 
to invest in socially responsible or environmentally responsible companies

16

ETHICAL INVESTMENTS IN RENEWABLE ENERGY

“Global warming has been a contentious political 
argument for more than 15 years with little resolution. 
Yet nothing unites corporations, politicians and investors 
quite like a return on investment. And now solar, after 
roiling �ts and starts, has achieved industry-leading 
ROI… 
Nearly every fad has taken its turn in the investing 
limelight, including marijuana, e-cigarettes, “vegan” 
meat, cryptocurrencies and space travel. But there is 
evidence of real market demand driving solar, whether 
it’s from companies, investment �rms or homeowners. 
The main driver is cost savings due to the levelized cost 
of energy for solar undergoing a reverse curve. The best 
investments in solar will be global as China, and then 
India, go green”

– Marketwatch.”

The growing renewable energy sector and the 
rising number of projects in operation together 
present a unique opportunity to capitalise on 
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Stocks in Renewable Energy Companies

The Association of Investment Companies (AIC) began 
their Renewable Energy Infrastructure Index back in 
2013, and since then stocks in renewable energy have 
shown to consistently out-perform stocks in oil and gas 
companies on a global scale. 
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For investors wondering which companies to invest in, 
Fund Manager Will Argent says “it is likely that the most 
stable returns will come from investing in the 
operational assets responsible for the generation of 
renewable energy. 

This is understood to be due to the long term cash �ows 
and Government subsidies that often support these 
projects. 

Companies producing renewable energy are often 
smaller than global corporations, which can make them 
more challenging to identify than the larger companies 
dominating the stock market. UK Asset Company can 
assist with identi�cation of stocks. 
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Bonds in Renewable Energy Companies

Bonds in renewable energy companies are yet another investment alternative to stocks. 

Green bonds are being used to fund renewables projects across the UK as part of the Climate Bonds 
Initiative (CBI). 

Non-CBI a�liated bonds, known as ‘climate aligned’ bonds, extend the options currently available to 
ethical, responsible investors. 

Green bonds were initially rolled out in 2008, with the investment opportunity growing signi�cantly over 
this time and seeing no shortage of investors. Between 2012 and 2016, just two green bonds were listed 
on the London Stock exchange, increasing to around 80 green bonds on the LSE today.

Money raised from bonds is reinvested into the environment and the planet. Triodos Bank’s Head of 
Corporate Finance, Dan Hird notes that “renewable energy bonds continue to be popular with our 
investor community.

The biggest period of growth for green bonds came in 2016 - 2017, with the market increasing by a 
massive 78% in just 12 months as a direct result of upwards of $150 billion being invested into global low 
carbon projects. This brought the worldwide market to $155.4 billion in 2017, up from just $81 billion the 
previous year, according to the Green Finance Position paper published by the Confederation of British 
Industry (CBI). 

Overall, it is hoped that the UK green bonds market will follow a similar path to the French market. With 
the �rst green bonds issued in France in 2012, funds raised have been used to successfully introduce new 
cycle paths, erect green buildings, and develop e�cient, low carbon public transport solutions to protect 
the environment. 
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Exchange Traded Funds (ETFs) in the 
Renewable Energy Sector

As an alternative to investing in a single business, 
thematic ETFs follow industry-wide changes, with 
diversi�cation of funds across a variety of relevant 
projects and organisations. The value of the fund tracks 
the overall performance of the renewables industry. 

Non-thematic ETFs are another viable option, ensuring 
further diversi�cation of the portfolio beyond the 
renewables sector. With renewables being a largely 
emerging sector, ETFs work to minimise risk for investors 
through holdings in di�erent asset classes. 
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The world cannot continue to produce power from non-replenishable fossil fuels. 
Renewables are the only remaining viable sources, which means that the world simply 
cannot afford not to prioritise and develop the renewables market. This makes 
renewable energy a sector that’s essential for serious investors to begin considering. 

The good news is that much of the infrastructure that’s needed to power a sustainable 
future is already in place. All that’s needed is investment. And there are a number of 
different options for investors depending on their confidence in the market and level of 
risk aversion, including stocks, exchange traded funds, and green bonds in renewables. 

While investors may have concerns about investing in an emerging sector such as 
renewables, especially in smaller companies, it is generally considered that, due to the 
strong future predicted through the explicit necessity of renewable energy, the market 
is a safe, ethically sound, and potentially highly profitable sector for private investors. 

THE TIME TO INVEST IS NOW

Green �nance is widely understood to be the key to 
driving the UK economy forward along a pathway that 
will enable the Government to achieve its renewable 
targets. Ethical investments in sustainable and 
responsible companies, and to fund important 
environmental projects, is becoming increasingly 
attractive as a potentially pro�table source as it becomes 
clearer how renewable energy will play a vital role in 
meeting the increased projected future demand for low 
cost energy as human behaviours shift. 

With limited quantities remaining of traditional energy 
sources, the UK is showing itself to be among one of the 
most adaptable and actionable countries, taking 
appropriate measures to reduce reliance on fossil fuels 
and fully utilise renewable alternatives including wind, 
solar, and hydro. We are already witnessing a shift from 
fossil fuels to renewable sources of energy, with the ratio 
expected to become larger in the future. 
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