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Global emissions need to reduce dramatically in coming years

Global greenhouse emissions and expected warming based on different policy scenarios

There is still a significant emissions gap1 to meet our 2°C climate targets

1The emissions gap represents the difference between the emissions countries have pledge to reduce and the emissions that need to be reduced to limit global temperature increases to below 1.5°C or 2°C. 
Source: Climate Action Tracker, UNEP, Schroders – 30 June 2020. 
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The global energy system is going to change dramatically
Clear targets and increasing policy support provide remarkable visibility

Recent COVID-related stimulus is shown in red. Source: Google, Schroders – 30 June 2020.

50% of electricity in Nevada must be renewable 
by 2030 and 100% must be carbon-free by 2050.
100% of all electricity in California must be 
from zero-emission sources by 2045.
Target of 5 million zero-emission vehicles in 
California by 2025 and 250,000 EV chargers.

Democratic Presidential Nominee Joe Biden 
to call for a 100% clean-electricity standard by 
2035 and for USD 2 trillion investment over four 
years into clean energy. 

28% of all Brazilian electricity (other than 
hydropower) to be from renewables by 2027.
Two new energy auctions per year to increase 
renewable capacity.

Target for 35% of all energy in China to be from 
renewable sources by 2030.
25% of all new cars sold to be electric by 2025.
USD 1.7trn investment in ‘new infrastructure’ 
(including UHV power transmission and EV 
charging) out to 2025.

100% of all electricity in New Zealand to come 
from renewable sources by 2035.

Target of 450GW of renewable power in India by 
2030.

100% of electricity in Massachusetts to 
come from renewables by 2050.
Proposed bill for 100% renewable power in 
Pennsylvania by 2050.

30% of all UK electricity should be produced by 
renewables by 2020.
UK Emissions to be reduced 80% compared to 1990 
levels by 2050. Proposed plan for ‘net zero’ 
emissions by 2050.

EUR 750bn EU Recovery Fund to include:
EUR 25bn in total capital investment in renewables worth 15 GW over 2 years. EUR 10bn of 
investment co-financing national renewable schemes. 
EUR 10-30bn over next 10 years co-financing green hydrogen projects. EUR 1.2bn of new funding 
for green hydrogen research. 
EUR 20bn in next two years on electric vehicle purchasing subsidies. EUR 50bn on electric vehicle 
development investment. 2 million public electric vehicle charging stations by 2025. 

Target of 40GW additional South Korean wind 
and solar capacity by 2030.
USD 9.3bn investment in renewable energy by 
2025. USD 1bn investment in electric vehicles.
200,000 households to receive purchasing 
subsidy for rooftop PV.

EU Green Deal to see annual investment of EUR 
200-300bn to achieve net zero GHG emissions by 
2050.
EU Hydrogen Strategy to target 40GW of 
renewable hydrogen by 2030.
32% of all EU electricity should be produced by 
renewables by 2030.

Spain Climate Change and Energy Transition Bill to 
target 100% of electricity from renewables by 2050. Plan 
to end direct fossil fuel subsidies and make all new 
vehicles emission-free by 2040. 
Complete coal phase out in Germany by 2038 and 
Netherlands, Denmark, Sweden, Finland, Italy, 
Portugal, Ireland, Greece and France by 2030. 

3



Investment in the energy transition makes increasing sense

Major oil company capital expenditure by technology

Even the global oil and gas majors are starting to shift their capital expenditure

Source: Company Data, Schroders – 30 June 2020. Companies referenced are for illustration only and do not reflect any recommendation to buy/sell any security.
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Royal Dutch Shell
Planning to spend USD 2-3bn on new energy investments 
per year from 2021-25 (around 8% of capex, up from 3% 
currently).

$60

Total

7GW of renewables by 2025, development of energy storage 
(salt batteries and hydrogen). 150k electric vehicle charging 
points, 8 million energy customers. No specific capex 
guidance. 

$55

BP USD 500m invested in new energy segments per year. $40/$100

Equinor
Looking to spend 15-20% of capex on renewables by 2030. 
25% of R&D to new energy solutions and energy efficiency 
in 2020. 

$55

ENI

Increase renewable development to 1GW by 2021, 1.6GW by 
2022, and 5GW by 2025. Forestry programs at large scale. 
USD 900m of capex spend between 2019 and 2021 and half 
of R&D spend on decarbonisation programs. 

None

Galp >40% of capex on energy transition post 2020. None

Exxon
Historically invested in biofuels and CCS (2017 captured 
6.6m tonnes of CO2). Investing USD 100m over the next 10 
years.

None

Chevron Invested USD 1.1bn in carbon capture, reduces CO2 
emissions by 5m tonnes/ year. 

None
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The energy system must undergo three structural changes
Better economics, new policies and growing consumer demand will drive the change

1Energy intensity is the amount of energy needed to produce one unit of GDP.
Source: Schroders, IEA, BNEF, IRENA – 30 June 2020.

Decarbonization of 
power generation

The share of electricity 
generated from renewables is 

expected to increase from 20% 
closer to 85% by 2050 in order to 

reduce carbon emissions

Electrification of 
energy use

The share of electricity in final 
energy consumption is expected 
to increase from 20% to nearer 
45% by 2050 due to the growth of 

electric vehicles

Increased efficiency 
of consumption

The energy intensity1 of the 
global economy must fall by 

nearly two-thirds by 2050 to limit 
the growth in overall power 

consumption

New policies around the world are 
starting to prevent the use of fossil 

fuels in power production and 
transportation

Better economics mean that 
renewables are now cheaper than 
conventional coal and gas power 

across two-thirds of the world

There is growing consumer demand
for products like electric vehicles, 
residential solar and storage and 

energy efficient applications

1 2 3
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This structural shift in the energy system has only just begun
Now is a great time to consider the energy transition opportunity

Source: BNEF, IEA, World Bank, Schroders – 30 June 2020. 
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There have been two previous energy 
transitions: (1) the shift from biofuels to 
coal, followed by (2) the shift from coal 

to oil and gas
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The forces driving the transition are all now starting to work
Technology costs and consumer demand have recently reached inflection points

Source: IEA, IRENA, BNEF, SEIA, Schroders – 30 June 2020.* refers to combined cycle gas turbine.

Historic global renewable LCOEs Global electric vehicle sales US residential solar additions
Levelized cost of energy (LCOE) (USD/kWh) MW

Renewable energy is now cost 
competitive with conventional 

power sources without subsidies
Global electric vehicle 

sales are starting to 
accelerate

A growing number of 
consumers are choosing 

renewable power options

Share of global car sales (%)Car sales (m)
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Equipment prices continue to fall reducing costs
The pace of learning is starting to slow as technologies mature

Source: BNEF, IEA, IRENA, Schroders – 30 June 2020. 

Solar PV module price vs 
cumulative installed capacity

Onshore wind turbine price vs 
cumulative installed capacity

Lithium-ion battery pack price vs 
cumulative production

Price (USD/W) (y-axis) vs cumulative capacity (GW) 
(x-axis)

Price (USD/W) (y-axis) vs cumulative capacity (GW) 
(x-axis)

Price (USD/kWh) (y-axis) vs cumulative capacity 
(GWh) (x-axis)

28% learning rate 11% learning rate 18% learning rate
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The long-term switch to electric vehicles is inevitable
This will create huge new demand for power, batteries and electrical components

Source: BNEF, IEA, EIA, Schroders – 30 June 2020.

Years until internal combustion engine  
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Opportunities across 
the entire value chain
New investment opportunities will
emerge across different value chains:

Clean energy 
generation

To decarbonise the global 
power system, new 
renewable energy assets 
must be built to provide clean 
electricity. These new assets 
will include both utility-scale 
wind and solar farms, as well 
as smaller, distributed 
systems on rooftops and 
commercial properties.

Energy storage

Renewable electricity is 
intermittent – it is only 
produced when the sun is 
shining or the wind blowing. 
To facilitate the growth of 
renewables, energy storage 
systems must be installed 
and operated across 
different parts of the 
electricity system.

Transmission 
and distribution

New renewable assets must 
be connected to the 
electricity grid with new 
transmission lines, creating 
new demand for cables and 
electrical equipment. With 
more people using clean 
electricity, local electrical 
distribution grids will also 
need to be upgraded to 
prevent blackouts.

Electric transport 
infrastructure

Electric vehicles require new 
charging points and more 
intelligent electrical grids.
As more people choose to 
drive electric, a significant 
amount of new 
infrastructure must be 
installed and managed. 

Source: Schroders – 30 June 2020.
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Current investment rates need to increase substantially
Over $100 trillion must be spent across the different value chains out to 2050

Source: BNEF, IEA, Schroders – 30 June 2020. 

Cumulative required investment vs 
current company market cap

Required annual investment vs current 
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Historic annual investment by value 
chain 
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Current investment rates 
must more than double to 

achieve our climate goals

There is a large disconnect 
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current market capitalisations –
this creates an opportunity for 

equity holders
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Global Energy Transition
Seeking a focused exposure to the full energy transition opportunity

Far left pie graph represents share of focus list companies, which the Team believes is reflective of a balanced investment universe. Shown for illustration only. Investors cannot invest directly in any index. 
Source: Schroders – 30 June 2020.
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Thank you



Important information
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The views and forecasts contained herein are those of the Global & International Equities team and are subject to change. The information and opinions contained in this document have 
been obtained from sources we consider to be reliable. No responsibility can be accepted for errors of facts obtained from third parties. Reliance should not be placed on the views and 
information in the document when taking individual investment and/or strategic decisions. Schroders has expressed its own views and opinions in this document and these may change.
The opinions stated in this presentation include some forecasted views. We believe that we are basing our expectations and beliefs on reasonable assumptions within the bounds of what 
we currently know. However, there is no guarantee that any forecasts or opinions will be realized.
This document is intended to be for informational purposes only and is not intended as promotional material in any respect. The material is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations.
All investments, domestic and foreign, involve risks including the risk of possible loss of principal. The market value of the portfolio may decline as a result of a number of factors, including 
adverse economic and market conditions, prospects of stocks in the portfolio, changing interest rates, and real or perceived adverse competitive industry conditions. Investing overseas 
involves special risks including among others, risks related to political or economic instability, foreign currency (such as exchange, valuation and fluctuation) risk, market entry or exit 
restrictions, illiquidity and taxation. These risks exist to a greater extent in emerging markets than in developed markets. Investments that focus on a single theme are more susceptible to 
the risks within those markets, and may exhibit price fluctuations which differ than that of a more diversified portfolio.
Schroder Investment Management North America Inc. (“SIMNA Inc.”) is registered as an investment adviser with the US Securities and Exchange Commission and as a Portfolio Manager 
with the securities regulatory authorities in Alberta, British Columbia, Manitoba, Nova Scotia, Ontario, Quebec and Saskatchewan. It provides asset management products and services to 
clients in the United States and Canada. Schroder Fund Advisors LLC (“SFA”) markets certain investment vehicles for which SIMNA Inc. is an investment adviser. SFA is a wholly-owned 
subsidiary of SIMNA Inc. and is registered as a limited purpose broker-dealer with the Financial Industry Regulatory Authority and as an Exempt Market Dealer with the securities regulatory 
authorities in Alberta, British Columbia, Manitoba, New Brunswick, Nova Scotia, Ontario, Quebec, Saskatchewan, Newfoundland and Labrador. This document does not purport to provide 
investment advice and the information contained in this material is for informational purposes and not to engage in a trading activities. It does not purport to describe the business or 
affairs of any issuer and is not being provided for delivery to or review by any prospective purchaser so as to assist the prospective purchaser to make an investment decision in respect of 
securities being sold in a distribution. SIMNA Inc. and SFA are indirect, wholly-owned subsidiaries of Schroders plc, a UK public company with shares listed on the London Stock Exchange. 
Further information about Schroders can be found at www.schroders.com/us or www.schroders.com/ca.

Schroder Investment Management North America Inc.
7 Bryant Park, New York, NY  10018-3706
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