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Executive Summary
Nearly 10 years after the signing of the Paris Agreement, a new energy investment paradigm is taking 
shape. Several key themes have emerged and can inform policy decisions aimed at addressing energy 
security, affordability, and competitiveness:

 	 ▪ The global energy investment landscape is at a potential inflection point as technical, 
market, and geopolitical dynamics realign. The rapid expansion of electrification 
and renewables is the defining legacy of the investment cycle that is now concluding, but 
low-emission sources are not yet able to fully replace the global hydrocarbon system. Rising 
demand complicates the outlook and reinforces an “all of the above” approach.

 	 ▪ Fragmentation, volatility, and scarcity are ushering in a new investment cycle while 
state intervention intensifies. Diverging policy priorities and deepening geoeconomic 
competition are reconfiguring trade flows, with bifurcating hydrocarbon and electric value 
chains aggravating the splintering of energy ecosystems. Higher interest rates, fiscal constraints, 
and capital access barriers are tightening financing and stimulating consolidation. Private capital 
markets could assume a larger role but have their own limitations.

 	 ▪ In this emerging paradigm, efficiency, security, and competitiveness trump 
decarbonization—though this does not mean low-emission energy will lose out. Renewables 
and fossil fuels can both be attractive in this pragmatic new normal. Aggregate growth will 
be resilient but uneven as energy pathways and capital strategies diverge. Beyond market 
fundamentals, investors will emphasize commercial readiness, localized needs, political alignment, 
and portfolio diversification.

 	 ▪ Proactive and coherent policy will be essential to align investment flows with strategic 
objectives amid elevated risks of capital misallocation. Market deficiencies will likely persist and 
widen funding gaps that exacerbate supply shortfalls and system inefficiencies. To translate national 
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priorities into credible investment signals and stable enabling conditions, policymakers must leverage 
industrial policy, regulatory regimes, and trade measures in a coordinated and consistent manner.

The State of Play
A HISTORICAL PERSPECTIVE
From biomass to the transoceanic hydrocarbons trade, the evolution of the global energy system has 
never quite been linear. Instead, it has ebbed and flowed through successive investment cycles, each 
shaped by the dynamic interplay of technical capabilities, market conditions, and political contexts. 
When these forces are in relative equilibrium, they can create stable investment environments that 
allow broad trends to emerge. 

Following the commodities super cycle of the 2000s and the shale boom of the early 2010s, the 2016 
Paris Agreement arguably marked the advent of one such cycle. Beginning to take shape in the late 
2000s and peaking around 2021, this cycle was underpinned by an emerging global recognition of 
climate change and defined by record investment in low-emission energy, which is now nearly double 
global investment in fossil fuels, after surpassing it for the first time in 2016.

A confluence of factors shaped this energy investment cycle: macroeconomic expansion, a low 
interest rate environment, strong returns for clean tech companies and portfolios, investor appetite 
for and corporate commitments to decarbonization, increasing policy support, and key technologies 
reaching technical and commercial tipping points. The uptick in investment correlated with material 
shifts in the global energy system—most notably in the rapid rise of electrification and renewables. 

ENTERING THE ELECTRICITY SUPER CYCLE
Electricity demand is projected to rise through 2050 and meet a growing share of global energy 
demand. While per capita final energy consumption from fossil fuels has plateaued since the 1970s, 

Figure 1: Low-Emission Energy Surpasses Fossil Fuels in Global Investment
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clear and other clean power, energy efficiency and end use, and low-emission fuels. 

Source: “Global Investment in Clean Energy and Fossil Fuels, 2015–2025,” International Energy Agency, May 30, 2025, 
https://www.iea.org/data-and-statistics/charts/global-investment-in-clean-energy-and-fossil-fuels-2015-2025. 

https://api.pageplace.de/preview/DT0400.9780313381782_A23451804/preview-9780313381782_A23451804.pdf?
https://www.apolloacademy.com/wp-content/uploads/2024/12/120524_GlobalIndustrialRenaissance.pdf
https://www.nathanielbullard.com/presentations
https://www.bridgewater.com/research-and-insights/is-the-green-energy-transition-dead
https://www.iea.org/news/global-energy-investment-set-to-rise-to-33-trillion-in-2025-amid-economic-uncertainty-and-energy-security-concerns
https://www.energypolicy.columbia.edu/falling-interest-rates-alone-may-not-imminently-boost-investments-in-renewable-energy/
https://www.energypolicy.columbia.edu/falling-interest-rates-alone-may-not-imminently-boost-investments-in-renewable-energy/
https://www.spglobal.com/spdji/en/documents/research/research-navigating-the-clean-energy-transition-market-dynamics-and-performance-insights.pdf
https://www.stern.nyu.edu/sites/default/files/assets/documents/Larry%20Fink%27s%20Letter%20to%20CEOs%20_%20BlackRock.pdf
https://hbr.org/2025/09/are-companies-actually-scaling-back-their-climate-commitments
https://www.iea.org/reports/government-energy-spending-tracker-2
https://www.ubs.com/global/en/sustainability-impact/our-insights/publications/reports/green-hockey-sticks.html
https://www.rff.org/publications/reports/global-energy-outlook-2025/
https://www.iea.org/data-and-statistics/charts/global-investment-in-clean-energy-and-fossil-fuels-2015-2025
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electricity demand has steadily increased, nearly doubling since 2000. Between 2018 and 2023, 
electricity supplied more than 60 percent of the growth in final energy demand, compared with just 
5 percent from hydrocarbons. On its current trajectory of around 3 percent annual growth, electricity 
could meet the entire increase in final energy demand by 2030. 

Rising investment and technological advances—particularly in high-consumption sectors such as 
transport and heating—have expanded the technical potential and economic viability of electrification. 
Emerging end uses such as electric mobility, data centers, and advanced manufacturing are also further 
structurally entrenching electricity in energy demand growth. Data center electricity consumption 
alone, for instance, could increase from 500 terawatt hours (TWh) in 2023 to 4,500 TWh in 2050 
globally and account for over half of total U.S. demand growth by 2030.

MATURE RENEWABLES ARE NOW MAINSTREAM
The expansion of electricity capacity is increasingly powered by low-emission sources, many of which 
have outpaced growth projections. Renewable capacity has nearly doubled since 2015 and quadrupled 
since 2000 as technical advancement, learning by doing, and economies of scale made key technologies 
cost-competitive across many markets. Since 2010, the costs of onshore wind, batteries, and solar have 
decreased 70 percent, 83 percent, and 90 percent, respectively. 

In 2024, renewables and nuclear energy met nearly 80 percent of global demand growth; wind and 
solar—the fastest-growing energy sources in history—accounted for 57 percent of the increase in 
electricity supply and over 90 percent of new grid capacity additions. In the United States, co-located 
and stand-alone solar and battery storage systems are expected to remain among the cheapest and 
fastest-to-deploy options, even as tax credits are rolled back. By 2050, renewables are forecasted to 
meet more than half of total global electricity demand.

Figure 2: Renewables Are Powering Electrification 
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Source: “International Electricity Generation,” Energy Information Administration, https://www.eia.gov/international/data/
world/electricity/electricity-generation. 

https://ember-energy.org/app/uploads/2025/04/Report-Global-Electricity-Review-2025.pdf
https://ember-energy.org/latest-insights/the-long-march-of-electrification/
https://www.woodmac.com/press-releases/2024-press-releases/decisive-action-needed-to-achieve-net-zero-by-2050-as-world-is-currently-on-path-for-2.5-c-to-3-c-global-warming/
https://www.iea.org/reports/energy-and-ai/executive-summary?
https://pv-magazine-usa.com/2020/07/12/has-the-international-energy-agency-finally-improved-at-forecasting-solar-growth/
https://ember-energy.org/app/uploads/2025/09/Slidedeck-The-Electrotech-Revolution-PDF.pdf
https://www.lazard.com/media/uounhon4/lazards-lcoeplus-june-2025.pdf
https://www.irena.org/Energy-Transition/Technology/Power-generation-costs
https://ember-energy.org/latest-insights/global-electricity-review-2024/
https://about.bnef.com/insights/clean-energy/liebreich-the-pragmatic-climate-reset-part-i/
https://www.forbes.com/sites/energyinnovation/2025/03/18/solar-plus-storage-the-fastest-cheapest-way-to-meet-surging-power-demand/
https://www.rff.org/publications/reports/global-energy-outlook-2025/
https://www.eia.gov/international/data/world/electricity/electricity-generation
https://www.eia.gov/international/data/world/electricity/electricity-generation
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RISING DEMAND REINFORCING “ALL-OF-THE ABOVE” GROWTH
Despite the momentum of electrification and renewables, phasing down fossil fuels is proving slower 
and more complicated than some anticipated. When paired with storage and transmission, intermittent 
or geographically constrained low-emission energy sources have demonstrated the ability to supplant 
fossil fuels at regional scales. Fully replicating the storable, portable, and tradeable characteristics of the 
global hydrocarbon system, however, still requires a scale-up of long-duration storage, low-emission 
and synthetic fuels, dispatchable firm power, expanded and flexible grids, as well as the requisite 
midstream infrastructure and enabling market mechanisms.

These systemic gaps help explain why the reduction in hydrocarbon consumption is expected to 
be staggered. Although total demand for oil and coal is trending downward through 2050, oil 
consumption is set to fall for road transport but rise for hard-to-abate sectors like petrochemicals, while 
coal use is projected to increase in emerging markets but decrease in developed countries. In contrast, 
natural gas demand could climb by as much as 25 percent over the same period, as it continues to 
provide flexible power and grid stability services in many markets. 

New Challenges Driving a Paradigm Shift
GOVERNMENT INTERVENTION FUELING FRAGMENTATION
As energy becomes increasingly intertwined with national security and economic competitiveness, 
government intervention is catalyzing yet another transformation of the global investment 
environment. With geopolitical turbulence accentuating both vulnerabilities and opportunities 
associated with shifts in the energy system, countries are adopting more nuanced strategies instead 
of rigidly pursuing transitions or entrenching path dependencies. Namely, the global energy system is 
splintering along lines of resource endowment, industrial capacity, strategic priorities, geopolitical 
linkages, and growth pathways. In turn, trade protectionism, resource nationalism, and geopolitical 
fragmentation have intensified.

https://www.canarymedia.com/articles/solar/texas-solar-battery-records
https://privatebank.jpmorgan.com/content/dam/jpm-wm-aem/global/cwm/en/insights/eye-on-the-market/heliocentrism-jpmwm.pdf
https://about.bnef.com/insights/clean-energy/new-energy-outlook/#download-report-summary
https://www.nature.com/articles/s41586-025-09416-x
https://features.csis.org/us-lng-remapping-energy-security/
https://www.jpmorgan.com/insights/sustainability/climate/power-rewired-energy-and-geopolitics
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BOX 1: SPLINTERING ENERGY ECOSYSTEMS
Although complex cross-border interdependencies will persist in the near term, a widening 
bifurcation between hydrocarbon and low-emission value chains—in part accelerated by 
strategic competition between the United States and China—is already reshaping global energy 
investment flows. 

On one track are economies endowed with, or with secure and affordable access to, fossil fuels. 
Today, more than 50 countries meet over half of their primary energy demand with fossil fuel 
imports, but only one-quarter of countries worldwide are net exporters. With supply-demand 
balances remaining in flux, oil and gas prices are expected to remain volatile, contributing to 
uneven capital deployment across the sector. While lower oil prices and rising costs have triggered 
a drop in upstream and refinery investment, a surge of new liquefied natural gas (LNG) projects 
is due to expand export capacity by one-third by 2030. Notably, the United States has emerged 
as a major producer and exporter of oil and LNG. This shift coincides with—and in some ways 
reinforces—the country’s retreat from its postwar role as the facilitator and guarantor of global trade.

On the other track are economies turning to electrification and renewables as engines of 
supply security, domestic value creation, or climate goals. Emerging economies have become 
quick followers in this category. Nearly 90 percent of capital expenditure (CAPEX) on energy 
generation in the Global South funded low-emission sources in 2024, up from just under 50 
percent 10 years ago. More than 60 percent of countries in the Global South have surpassed or 
are on track to overtake their Global North counterparts in renewable penetration; 80 percent 
have done so for electrification. Driving this shift is China, which has led the world in supply 
chain and manufacturing investment—both domestically and, increasingly, overseas. It 
currently supplies over 70 percent of batteries, 80 percent of solar components, and over 90 
percent of rare earths processing capacity.

Figure 3: Twin Engines of a New Trade Order?
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Source:  “U.S. Energy Trade Dashboard,” International Trade Administration, https://www.trade.gov/
data-visualization/us-energy-trade-dashboard; and “China Cleantech Export Data,” Ember, https://ember-energy.
org/data/china-cleantech-export-data/.

https://www.iea.org/data-and-statistics/data-product/world-energy-balances
https://www.bloomberg.com/news/articles/2025-09-08/global-lng-market-faces-looming-supply-glut-after-years-of-scarcity
https://www.equinor.com/sustainability/energy-perspectives
https://iea.blob.core.windows.net/assets/1c136349-1c31-4201-9ed7-1a7d532e4306/WorldEnergyInvestment2025.pdf
https://rmi.org/insight/powering-up-the-global-south/
https://about.bnef.com/insights/clean-energy/china-dominates-clean-technology-manufacturing-investment-as-tariffs-begin-to-reshape-trade-flows-bloombergnef/
https://www.netzeropolicylab.com/china-green-leap
https://www.iea.org/commentaries/the-battery-industry-has-entered-a-new-phase?
https://www.iea.org/reports/solar-pv-global-supply-chains/executive-summary?
https://www.goldmansachs.com/insights/articles/resource-realism-the-geopolitics-of-critical-mineral-supply-chains?
https://www.trade.gov/data-visualization/us-energy-trade-dashboard
https://www.trade.gov/data-visualization/us-energy-trade-dashboard
https://ember-energy.org/data/china-cleantech-export-data/
https://ember-energy.org/data/china-cleantech-export-data/


Navigating a New Energy Investment Paradigm  |  6

In this context, countries have increasingly imposed restrictions—such as tariffs, sanctions, export controls, 
local content requirements, and certification standards—to capture trade value or fortify domestic 
industries. These policy interventions are actively reshaping—and constraining—the flows of both traditional 
fossil commodities as well as emerging low-emission technologies and components. Recent empirical 
analysis finds mining and energy to be among the sectors for which trade is most vulnerable to geopolitical 
risks. As these pressures mount and political alliances shift, global energy trade—whether built around 
hydrocarbons, electrons, or embedded emissions—could fracture into more regionalized blocs.

MACROECONOMIC HEADWINDS
Geopolitical pressures and policy uncertainties are aggravating an already shaky macroeconomic 
outlook. Global GDP growth is projected to decelerate to an average of 2.6 percent from 2025 to 2028, 
the lowest level since 2008 and weaker than the 3 percent average over the last 15 years. At the same 
time, the monetary environment is expected to be tighter in the near to medium term as interest rates 
stay higher for longer after the most aggressive hiking cycle in decades. Nominal and real interest rates 
in major economies could, on average, be up to 2 percentage points higher over the upcoming decades 
than they were from 2009 to 2022. 

The capital intensity and return profile of low-emission technologies make them especially sensitive to 
higher rates. While extractive industries can be better insulated from rate hikes, they are nonetheless 
exposed to second-order effects of trade restrictions and policy uncertainties, which have put 
downward pressures on GDP, income, and trade growth while driving up inflation expectations. 
Coupled with rising debt levels, higher borrowing costs could compound fiscal constraints and limit 
government discretionary spending on energy. Developing economies—already contending with 
structural deficits ranging from sovereign and currency risks to shallow domestic capital markets—are 
more vulnerable to tariff uncertainties and foreign currency losses.

Figure 4: Government Interventions Shape Energy Trade Flows
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Source: “GTA Data Center,” Global Trade Alert, https://globaltradealert.org/data-center.

https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099257009232525631
https://features.csis.org/us-lng-remapping-energy-security/
https://aseanenergy.org/apaec/asean-power-grid/
https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
https://www.worldbank.org/en/news/press-release/2022/06/07/stagflation-risk-rises-amid-sharp-slowdown-in-growth-energy-markets?
https://www.woodmac.com/horizons/energy-transition-investing-in-a-high-interest-rate-era/
https://www.bloomberg.com/news/articles/2025-10-06/fed-set-to-drive-global-rate-cuts-as-europe-shifts-to-pause?
https://www.woodmac.com/blogs/the-edge/higher-interest-rates-could-hold-up-energy-investment/
https://www.woodmac.com/press-releases/the-oil-industry-nervously-stands-by-tariff-uncertainty-and-price-volatility-are-threats-to-supply-investment-and-the-service-sector/
https://www.iea.org/reports/reducing-the-cost-of-capital?
https://www.cfr.org/blog/trumps-tariffs-could-decimate-asias-smallest-economies-and-weaken-us-influence-0
https://globaltradealert.org/data-center
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PUBLIC MARKETS UNDER STRAIN
The convergence of these pressures could exacerbate liquidity constraints in public capital markets, 
where the performance of exchange-traded energy firms continues to shape financing flows. In recent 
years, cost overruns and delays—driven by higher cost of capital, supply chain disruptions, and policy 
uncertainty—have eroded operating margins for renewables, in turn dampening equity performance 
and restricting capital access. In parallel, oil and gas companies have prioritized debt repayment, share 
buybacks, and dividends over CAPEX expansion despite their lower sensitivity to borrowing costs. Even 
with stronger market performance and higher free cash flow in recent years, CAPEX decisions of oil and 
gas majors will likely remain anchored in business fundamentals rather than policy shifts. 

Against this backdrop, global security issuance for energy supply has declined since 2021. In 2023, 
fossil-related debt and equity issuance decreased 19 percent and 40 percent, respectively, compared 
to 2 percent and 19 percent for renewables. To better insulate against inherent and cyclical volatility in 
the public market, incumbents have moved to prioritize capital and operational efficiency. Oil and gas 
majors have sparked a mergers and acquisitions boom in the industry to drive scale and diversification, 
while utilities have preferred divesture to improve their financial structure; renewable firms have also 
seen a growing trend of consolidation. 

PRIVATE MARKETS DOUBLE DOWN
If public equity markets and bank lending remain constrained, private capital markets could assume 
a more significant role in energy investment. Despite liquidity and cost of capital disadvantages, 
private credit, equity, and other alternative strategies can offer lower exposure to market sentiments 

Figure 5: Equity Performance Reflects Changing Market Conditions
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https://www.bloomberg.com/news/features/2025-08-10/hedge-funds-shift-bets-on-oil-and-solar-stocks-in-energy-reversal?cmpid=BBD081125_GREENDAILY&utm_medium=email&utm_source=newsletter&utm_term=250811&utm_campaign=greendaily&sref=B2BBHw9t
https://www.spglobal.com/commodity-insights/en/news-research/latest-news/crude-oil/071125-trump-agenda-bill-clears-path-for-us-oil-and-gas-but-impact-may-be-marginal-analysts
https://assets.bbhub.io/professional/sites/24/Financing-the-Transition-Summary-report.pdf
https://www.bcg.com/publications/2024/driving-forces-behind-the-energy-ma-boom
https://www.msci.com/research-and-insights/blog-post/watt-opportunity-plugging-private-markets-into-the-energy-transition-circuit
https://www.spglobal.com/spdji/en/index-family/equity/
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or predictable cash flows—appealing to investors and developers seeking financing suited to energy 
and utility assets. As fossil and renewable majors streamline their holdings and AI data center demand 
surges, opportunities for private markets are expanding; major North American utilities, for instance, 
are increasingly funding new CAPEX by selling minority stakes to private equity.

Owing to a greater flexibility to structure bespoke transactions, private markets have enabled 
low-emission energy technologies that historically fell outside bank lending parameters, while strong 
performance has sustained investor interest. Low-emission investments saw a compound annual 
growth rate of 17 percent since 2019 in private markets, compared to 11.9 percent in public markets. At 
123 percent, the reported cumulative returns from these portfolios more than doubled the 57 percent 
return of their public counterparts. Within private funds, renewables also outperformed fossil fuels on 
their internal rate of return between 2016 and 2023, though the gap has recently narrowed. 

The New Energy Investment Paradigm
SETTLING INTO A NEW NORMAL
As the ever-tenuous climate consensus further fractures, expectations of the “green premium”—
in the form of financial returns or strategic value—that shaped investment in the past decade has 
deteriorated. In its place, a new energy investment paradigm is emerging amid heightened volatility, 
fragmentation, and scarcity. Globally, considerations of economic efficiency, energy security, and 
national competitiveness have overtaken climate mitigation—as an end in itself—as the more immediate 
forcing functions shaping investment decisions. With anticipated demand rising, near- to medium-term 
investments will prioritize the delivery of usable power.

Yet these shifts do not imply that low-emission energy sources will fall behind. On the contrary, they 
have strong potential to thrive under these new priorities. Aside from being among the fastest and 

Figure 6: Private Equity Turns to Energy Opportunities
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Source: “Private equity shifts focus to fossil fuels from renewables,” S&P, https://www.spglobal.com/market-intelligence/
en/news-insights/articles/2025/3/private-equity-shifts-focus-to-fossil-fuels-from-renewables-88078421.

https://www.nytimes.com/2025/07/17/business/energy-environment/blackrock-minnesota-power.html
https://www.spglobal.com/market-intelligence/en/news-insights/articles/2024/9/private-equity-moves-into-fossil-fuels-as-genai-drives-energy-demand-83114853
https://www.spglobal.com/en/research-insights/special-reports/look-forward/future-of-capital-markets/private-capital-infrastructure-funding-future
https://www.spglobal.com/en/research-insights/special-reports/look-forward/future-of-capital-markets/private-capital-infrastructure-funding-future
https://info.msci.com/l/36252/2025-01-23/y398z5
https://www.msci.com/research-and-insights/quick-take/renewables-in-private-markets-climate-wins-and-financial-gains
https://www.spglobal.com/market-intelligence/en/news-insights/articles/2025/7/private-equity-exits-of-renewable-energy-companies-plummet-91525086
https://www.msci-institute.com/charts/likelihood-of-achieving-net-zero-by-2050-of-respondents/
https://www.lombardodier.com/insights/2025/october/defending-the-grid.html
https://www.spglobal.com/market-intelligence/en/news-insights/articles/2025/3/private-equity-shifts-focus-to-fossil-fuels-from-renewables-88078421
https://www.spglobal.com/market-intelligence/en/news-insights/articles/2025/3/private-equity-shifts-focus-to-fossil-fuels-from-renewables-88078421
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cheapest capacity to deploy globally, low-emission energy sources can advance national priorities 
ranging from energy independence to industrial growth. Around 80 percent of global non-hydro 
renewable capacity added since 2010, for instance, has been in countries reliant on fossil imports. 
As geopolitics retakes center stage and governments play a more active role in shaping energy 
investments, historical precedents underscore this potential: The oil crises of the 1970s were 
accompanied by a drop in fossil fuel consumption on par with that during the Paris era. 

Recent investment trends point in the same direction. Global investment in renewable energy 
increased 10 percent year-on-year to a record $386 billion in the first half of 2025. In the public market, 
clean tech equities have experienced a sharp rebound this year that significantly outpaced most other 
indexes. In the private market, leading global managers have continued to raise record-sized transition- 
and climate-focused funds despite a dip in 2024. Investors’ openness toward an “all-of-the-above” 
approach has also helped revive interest in sectors such as nuclear, where deployment had largely 
stalled in developed countries since the 1980s. Even as policy uncertainty loomed large in the Unted 
States, nonutility offtakers signed more than 11 gigawatts of low-emission energy procurement 
agreements between February and July 2025.

RESILIENT INVESTMENT DRIVERS 
As these shifts unfold, the emerging energy investment environment is dynamic but fragmented; though 
growth opportunities are widespread, risk assessment and investment decisions will vary depending 
on dynamics within specific markets. With commercial sources of capital financing almost 75 percent 
of global energy investment, an understanding of the factors shaping these investment decisions is 

Figure 7: Resource Endowments Influence Energy Pathways
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Source: Sarah B. Kapnick, “Climate Intuition: Power Rewired: The New Map of Energy and Geopolitics,” J.P. Morgan, Sep-
tember 16, 2025, https://www.jpmorgan.com/insights/sustainability/climate/power-rewired-energy-and-geopolitics.

https://www.bloomberg.com/opinion/articles/2025-09-18/billions-in-cleantech-investments-are-going-up-in-smoke?sref=B2BBHw9t
https://www.iea.org/reports/renewables-2025/executive-summary
https://www.nature.com/articles/s41586-025-09416-x
https://www.energyinst.org/statistical-review
https://about.bnef.com/insights/clean-energy/global-renewable-energy-investment-reaches-new-record-as-investors-reassess-risks/
https://www.bloomberg.com/news/articles/2025-11-02/green-investors-enjoy-huge-returns-that-defy-trump-attacks?sref=B2BBHw9t
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https://www.morganstanley.com/insights/articles/nuclear-energy-investment-renaissance-2050?
https://www.morganstanley.com/insights/articles/nuclear-energy-investment-renaissance-2050?
https://www.spglobal.com/market-intelligence/en/news-insights/research/corporate-signed-us-clean-energy-surpasses-130-gw-amid-shifting-policy-support
https://www.iea.org/reports/world-energy-investment-2025
https://www.jpmorgan.com/insights/sustainability/climate/power-rewired-energy-and-geopolitics
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crucial for policymakers. While fundamentals—cost of capital, cash flows, and expected returns—will 
remain decisive, capital allocation will increasingly hinge on commercial readiness, local system needs, 
alignment with political priorities, and portfolio diversification value.

Commercial Readiness Reigns Supreme
Over 90 percent of low-emission energy investment to date has flowed into technically and 
commercially mature solutions, which could further move down the cost curve as global manufacturing 
scales up and innovation iterates. The influx of risk-averse capital suggests that mature renewables 
are now viewed as mainstream investment opportunities rather than niche plays. Debt and project 
financing for low-emission technologies have surged—at a 49 percent compound annual growth rate 
since 2019—even as the capital mix of the entire energy sector has stayed relatively stable at around 45 
percent debt to 55 percent equity for the past decade. Wind, solar, and batteries constituted nearly 80 
percent of all U.S. power sector project finance deals in 2024; debt also financed 80 percent of global 
utility-scale solar and wind additions, up from 56 percent in 2015.

In contrast, the share of debt in the capital stack has decreased alongside maturity, dropping down to 
only about 20 percent for nascent technologies that have proven more expensive than anticipated. 
Absent adequate counterweights—such as subsidies, guaranteed offtake, industry standards, or 
carbon pricing—risk-sensitive investors may opt for more economical incumbents for energy-intensive, 
“hard-to-abate” sectors including chemicals, steel, and cement, which currently rely on fossil fuels 
for up to 85 percent of total energy needs. Risky solutions will also be harder hit by opportunistic 
early-stage investors exiting energy in favor of other emerging sectors, such as AI; despite an overall 
increase in venture funding, investment in climate technologies fell 40 percent in 2024.

Going Local
Similarly, localized system needs are becoming central to investment decisions. In many markets, grid 
reliability and resilience are emerging as the most pressing consideration instead of the cheapest unit 
of generation. As a result, market-specific factors including interconnection status, import dependence, 

Figure 8: Capital Flows Reflect Investor Confidence
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Source: “Energy Transition Investment Trends,” BNEF, https://about.bnef.com/insights/finance/energy-transitio
n-investment-trends/.

https://www.nathanielbullard.com/presentations
https://www.sightlineclimate.com/request-report?report-id=2024_capital_stack
https://cleantech.com/the-global-cleantech-100/
https://iea.blob.core.windows.net/assets/1c136349-1c31-4201-9ed7-1a7d532e4306/WorldEnergyInvestment2025.pdf
https://www.projectfinance.law/publications/2025/january/cost-of-capital-2025-outlook/
https://www.bloomberg.com/news/articles/2024-12-23/green-hydrogen-prices-will-remain-stubbornly-high-for-decades
https://about.bnef.com/insights/clean-energy/liebreich-the-pragmatic-climate-reset-part-i/
https://about.bnef.com/insights/finance/energy-transition-investment-trends/
https://www.nerc.com/comm/RISC/Related%20Files%20DL/2025_RISC_ERO_Priorities_Report.pdf
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and price sensitivity are increasingly shaping investment priorities more than marginal cost. Rising 
interest in projects that alleviate grid bottlenecks, expand transmission capacity, or provide ancillary 
services reflect broader investor recognition of system-level dynamics alongside project-level returns. 

Increased investments in sources able to dispatch around the clock or provide long-duration storage mirror 
this shift; grid enhancement and demand response solutions have also gained momentum in markets with 
requisite cost pass-through mechanisms and local capacity. With electricity CAPEX increasingly linked to 
an accelerated, AI-driven data center buildout, jurisdiction-specific factors such as permitting requirements, 
procurement channels, and workforce availability—all key determinants of project delivery timelines—
could become more prominent if investors prioritize speed-to-power to meet near-term demand.

Catering to Policy Priorities
Energy investment opportunities perceived to align with broader state priorities—such as securing 
supply chains, fostering technology leadership and domestic industries, and reducing climate change 
exposure—will remain attractive, though their contours will vary across jurisdictions (see Box 2). Aside 
from the potential to access government incentives, investors are increasingly prioritizing the “certainty 
premium” associated with political support and regulatory clarity in a volatile macroenvironment. To 
capture this premium, some investors might be more willing to commit long-term capital to projects 
with strategic resonance, even when financial advantages are modest. Conversely, existing momentum 
in the form of industry standards or committed capital could reinforce path dependency even when 
investments are temporarily out of step with policy priorities. 

Figure 9: Grid Conditions Shape Investment Decisions
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Source: North American Electric Reliability Corporation, 2024 Long-Term Reliability Assessment (North American Elec-
tric Reliability Corporation, December 2024), https://www.nerc.com/pa/RAPA/ra/Reliability%20Assessments%20DL/
NERC_Long%20Term%20Reliability%20Assessment_2024.pdf. 
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https://www.iea.org/reports/building-the-future-transmission-grid?
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https://www.imo.org/en/mediacentre/pressbriefings/pages/imo-approves-netzero-regulations.aspx
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BOX 2: DIVERGING POLICY TRAJECTORIES CREATE DIVERSE OPPORTUNITIES 
Recent policy shifts in the aftermath of global elections reflect the diversification in investment 
opportunities. The European Union, for instance, is moderating from an aggressive 
decarbonization drive to rebalance for energy security and industrial competitiveness. 
In contrast, the United States has retreated from climate leadership in favor of fossil fuels 
abundance and trade protectionism. China, on the other hand, has deepened its commitment 
to renewables manufacturing and exports while maintaining coal capacity. As major economies 
pull in different directions, allied and nonaligned states alike will also adjust their approaches—
potentially by diversifying trade relationships to hedge against overreliance.

Table 1: Energy Implications of Global Elections in 2024 and 2025
Disruption Country/Bloc Government Changes Energy Policy Implications

United States Republican Party gains 
trifecta.

Promote fossil fuels, nuclear, and critical minerals; roll 
back federal support for wind, solar, hydrogen, and 
other low-emission technologies.

United Kingdom Labour Party gains majority.
Emphasize security and independence through 
leadership in renewables, nuclear, hydrogen, biofuels, 
CCS, and other low-emission technologies.

South Africa
African National Congress 
loses majority but continues to 
lead the coalition government.

Grow renewables and decentralized power but also 
retain gas, coal, and oil refining capacity; focus on 
energy security alongside economic growth and 
employment.

Indonesia Prabowo Subianto wins 
presidency.

Improve energy independence through renewables 
investment, increased gas and biofuel production, 
and delayed coal retirement.

European Union

European People's Party 
retains majority, but right-
wing parties gain seats at 
the expense of centrists and 
greens.

Continue decarbonization push but reprioritize 
economic competitiveness and energy security.

India
Narendra Modi wins 
presidency, but Bharatiya 
Janata Party loses majority.

Prioritize meeting demand growth through 
developing renewables while retaining coal capacity.

Canada
Liberal Party continues 
to lead the coalition 
government.

Retain focus on renewables and other low-emission 
technologies, while also expanding oil and gas 
exports.

Mexico
Claudia Sheinbaum wins 
presidency; Morena party 
retains control.

Increase renewables deployment; prioritize 
expanding electricity, transmission, and refining 
infrastructure.

Australia Labor Party retains majority. Promote renewables, storage, and critical minerals. 
Nuclear remains sidelined. Phase down coal.

Continuity China 15th Five-Year Plan proposal 
released.

Continue supporting low-emission energy 
deployment and exports while retaining existing 
coal capacity for energy security. Mention target of 
peaking coal and oil consumption.Source: “After Global Elections, What’s Next for the Energy Transition?,” BCG, https://www.bcg.com/publica-

tions/2025/after-global-elections-next-energy-transition; and author’s analysis.

https://www.bcg.com/publications/2025/after-global-elections-next-energy-transition
https://www.bcg.com/publications/2025/after-global-elections-next-energy-transition
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Rethinking Portfolio Diversification
To better capture value amid contradictory policy signals and uneven market conditions, investors are 
turning to diversified portfolios that hedge capital-intensive assets with stable, contracted cash flows 
against those with higher marginal costs and greater exposure to commodity prices and merchant 
power markets. Since both fossil fuel and low-emission energy can fit either profile, technology 
distinctions matter less than the differences in cash flow profiles and financing structures. 

Fixed-return assets gain value when interest rates stabilize and borrowing costs are low, while 
market-linked assets can outperform during periods of inflation and elevated energy or commodity 
prices. Effective diversification strategies will hinge on managing this countercyclicality across rate 
and price cycles rather than uniformly favoring certain energy sources. If supply chains and policy 
priorities continue to splinter, portfolio diversification strategies will further drive divergent investment 
opportunities across jurisdictions.

Implications for Policymakers
As investors acclimate to new structural realities of the emerging energy investment paradigm, capital 
strategies are becoming more diversified and selective. Policymakers need to remain vigilant: Even if 
aggregate energy financing volumes stay robust, market incentives alone may not align seamlessly with 
socially optimal outcomes or strategic objectives. Left unaddressed, such misallocations could exacerbate 
supply shortfalls and system inefficiencies that undermine energy security and affordability. 

CLARITY ON MARKET DEFICIENCIES
Strategic companies, projects, and industries frequently lack the risk-return profile to attract sufficient 
private capital. Even when interest exists, markets often fail to deliver a fit-for-purpose capital stack—
from grants and concessional finance to equity and commercial debt—in the right sequence to enable 
deployment; higher-risk innovations are particularly vulnerable to these “valleys of death.” Enabling 
infrastructure elements, such as transmission lines and gas pipelines, face similar hurdles as their diffuse 
benefits are essential for system reliability and capacity expansion but can be challenging to monetize. 

Figure 10: U.S. Transmission Shortfall Illustrates Market Deficiencies
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Source: “Fewer New Miles,” Grid Strategies, https://gridstrategiesllc.com/project/fewer-new-miles-the-us-transmission-
grid-in-the-2010s/; and author’s analysis.

https://www.carlyle.com/sites/default/files/2025-03/Carlyle_The_New_Joule_Order.pdf
https://www.sciencedirect.com/science/article/pii/S0140988325005304
https://www.mckinsey.com/industries/electric-power-and-natural-gas/our-insights/managing-risk-in-renewable-energy-portfolios-the-role-of-flexible-assets?
https://www.bloomberg.com/opinion/articles/2025-08-28/why-are-electric-bills-so-high-ai-and-trump?srnd=undefined&sref=kOk687Pk
https://www.energy.gov/eere/buildings/technology-market
https://gridstrategiesllc.com/project/fewer-new-miles-the-us-transmission-grid-in-the-2010s/
https://gridstrategiesllc.com/project/fewer-new-miles-the-us-transmission-grid-in-the-2010s/
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Investors’ emphasis on short-term performance further clashes with the patient, long-term capital needs 
of strategic industries and energy value chains at large. Capital discipline when demand is soft could result 
in future shortages—as seen in today’s gas turbine production backlog—while overinvestment during 
booms often creates supply gluts or stranded assets. If projected cash flows underlying recent CAPEX 
deployment do not materialize, for instance, refinancing assets could prove challenging—especially if 
developers lean on private capital markets, which can be more expensive and restrictive.

These financial and structural frictions are compounded by the complex, cross-border supply chains on 
which energy systems depend. Sectors dominated by foreign incumbents can face path dependencies 
that deter domestic investment and innovation. Conversely, abrupt localization efforts—such as 
prematurely restricting imports or knowledge transfers—can trigger immediate supply shocks and 
impede capacity-building. Similarly, undue regulatory burden or policy uncertainty could erode 
investor confidence and deter capital flows to activities that are otherwise both commercially attractive 
and strategically important.

STRATEGIC POLICY INTERVENTIONS
Addressing these market deficiencies will require a clear and coherent approach to economic 
statecraft, as policy stability and consistency have become competitive advantages in their own right. 
Policymakers must be able to articulate and implement long-term strategies that harness industrial 
policy, regulatory regimes, and trade measures in concert. To ensure that they enhance, and not 
distort, market dynamism, these policy interventions must be fit-for-purpose and grounded in a 
nuanced understanding of specific dynamics shaping each industry of interest.

As energy value chains fracture and realign, policymakers must also discern where strategic 
interdependence remains beneficial and where selective decoupling or diversification is warranted; 
targeted cooperation with complementary markets can preserve the circulation of capital, technology, 
and expertise essential to advancing national energy priorities. In practice, this entails maintaining 
structured channels for knowledge transfers, trade and investment flows, and standards coordination 

Figure 11: Industrial Policy Is on the Rise Globally
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Source: “The New Economics of Industrial Policy,” National Bureau of Economic Research, https://www.nber.org/pa-
pers/w31538.
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with trusted partners—particularly in sectors where scale, specialization, or resource endowments are 
unevenly distributed. 

In addition, policymakers should leverage public financing authorities—among the most direct means 
of translating policy intent into tangible investment outcomes—to bridge capital gaps and mitigate 
market volatility through instruments such as contracts for difference, risk underwriting, or offtake 
agreements. Coordinating the efforts of these authorities—whether they are domestically oriented 
or internationally focused—helps strategic projects and industries across geographies access the 
appropriate form of capital at each stage of development.

Ultimately, the policy challenge ahead is pragmatic rather than ideological. While effective governance 
can take many forms, investors are gravitating toward jurisdictions able to combine strategic clarity 
with consistent execution. The operative task for policymakers, therefore, is to translate national 
priorities into credible market signals and enabling conditions. With industrial policy and other forms 
of state intervention experiencing a global resurgence, governments that adapt proactively to the 
emerging energy investment paradigm will be best positioned for long-term competitiveness.  ■  
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