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Energy Investment
Where is the investment case?



The Energy market comprises generation, transmission and 

consumption

Exploration

Onshore Oil & Gas Platforms and drilling

equipment required to 

locate and extract 

natural reserves of oil & 

gas 
Offshore Oil & Gas

Generation

Renewable 

Generation

Renewable power plants 

including wind, solar, 

marine & biomass   

Non renewable 

production
Fossil fuel and nuclear 

generating plants

Transportation, Refining & Fuel Storage

Oil & Gas Pipelines Raw materials moved 

and stored at energy 

production & refinery 

facilities 

Oil and LNG 

Storage

Refining Oil & gas refineries

Transmission

Interconnectivity
Connecting 

electricity, oil and 

gas production 

centers to 

distribution centers
Transmission

Distribution

Electrical Grid
Distribution of 

electricity to consumers

Gas Grid
Low & medium pressure 

pipelines

Electricity Storage

Pumped Hydro
Hydroelectric generation 

source for dealing with 

peak load demands

Consumption

Energy efficiency projects 

e.g. public lighting, solar 

thermal, district heating



But… Energy investment is attractive!

*Net Return to LPs for Funds, Gross return for stocks. 

Data Source: 1) Prequin 2) New Energy Finance  3) MSCI - 1 year MSCI roll-over IRR   
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Average energy investment IRRs 16% 2004-2010

• Comparative cross sector investment delivered 7%

• MSCI benchmark during the same period 6%

 Energy returns more volatile than cross sector investments

• High of 30% in 2005 & low -2% in 2008



Infrastructure & Buyout have driven performance

 Energy Infrastructure & buyout funds have performed well

• Infrastructure fund IRRs 16% 2004 – 2010

• Buyout fund IRRs 28% 2004 – 2010

 Expansion and growth funds have experienced mixed performance

 In total early stage energy venture has performed poorly

• Average venture fund IRRs -9% 2004 to 2010
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So… why did VC’s moved from this space?
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Data Source: 1) Preqin database VC 39 Funds; PE: Energy 13 Funds; Infrastructure: Energy 31 Funds 

$4bn Fund Size
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$1bn Fund Size

>50% of Infrastructure funds had >10% returns; PE mostly 

positive; VC mostly with poor performance

Infrastructure Investment VC/PE Investment



“Just because it’s a good idea doesn’t make it a good investment … 

This [Cleantech Investment] has been a noble way to lose money.”

(CalPERS CIO)

California Public Employees’ Retirement System, has lost a considerable amount of money investing in clean technology. CalPERS 

had close to a 10 percent negative return (9.8 percent) on the around $900 million that it’s put in the cleantech sector, which includes 

$460 million that it’s put into clean tech venture funds, said CAlPERS CIO

http://live.wsj.com/#!B80B7F56-55C8-467C-B45F-00DD08817FEF
http://blogs.wsj.com/venturecapital/2013/03/21/clean-tech-returns-show-lose-curve-says-calpers-investment-chief/?mod=WSJBlog


New energy technologies tend to have long development 

cycles (Wind)



New energy technologies tend to have long development 

cycles (Solar)
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EMPORIA4KT Portugal:

@EMPORIA4KT

2 Wave Energy Projects:

- REEFS (Renewable Electric Energy From Sea) 

- Waveplat - Wave platform for support of offshore activities

1 Food related project:

- SCW – Subcritical water as a solvent (Food sub-products)
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The Main Outcomes:

@EMPORIA4KT

Wave Energy Projects:

- Full scale prototypes >€10M;

- Time to market higher than the average VC fund lifetime (10 years);

- Interest from potential users only past technology risk mitigation;

- Public funding required to bridge the funding gap for technology development;

- Most projects use project finance with 30% Equity/ 70% Project finance:

- Need to provide collateral to support scale up (e.g. feed-in-tariffs)
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The Main Outcomes:

@EMPORIA4KT

Food sub-products:

- In conversation with market players;

- Discussions might generate early stage commercial engagement;

- Lower time to market/ lower investment required;

- Early stage traction might result in commercial revenue assurance and/or equity 

finance;


