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2020 was a year unlike any other. It

started with a stark reminder of the
devastating impact of climate change
and became engulfed by a global
pandemic that will forever define the
year. Addressing the broader impact
the pandemic has had on the world,
and how we move forward from here,
is more suited for other commentators
and beyond the scope of this article.
Instead, we will share our perspective
and insights on how 2020 has been
a year that profoundly influenced
the global energy infrastructure
landscape and the renewables
markets, specifically. In addition, we
will look forward to 2021 and beyond,
and discuss why there is reason to
be optimistic about the significant
opportunities for renewables in
Europe.
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LESSONS LEARNED
As bleak as things appeared to be in the
early months of 2020, we witnessed a rapid
turnaround in market conditions by early
April. Aggressive action on fiscal and monetary
stimuli across Europe stabilized markets, and
the broader sense of panic began to recede.
By May, the credit markets were functioning
again, albeit not all institutions recovered at
the same pace. Eventually, and in a remarkably
fast period of time, the entire investment
process from investor commitments to
project investments migrated online and
people became more comfortable working in
a ‘virtual’ world.
As the infrastructure market sprung back
to life, it became clear that investors had to
look at risk in a new way. Some traditional
infrastructure investments linked to GDP
were experiencing drops in value well beyond
any previous downside case, which was
particularly true for transportation assets.
Meanwhile, telecom assets saw a dramatic
rise in value as the whole world increasingly
relied on digital communications. The
renewables sector, by contrast, remained
stable, with the value for highly contracted
assets staying constant, and only minor delays
occurring in construction processes. The
pandemic re-enforced the understanding that
renewable assets are highly uncorrelated to
GDP and other asset classes. Investors looking
for assets that have resilience throughout the
pandemic can look to contracted renewable
projects as a stable (and yielding) alternative.
Renewables set records in 2020, adding nearly
90% new renewable power capacity globally.
We expect the secular changes taking place in
the power market with the energy transition
to not only continue, but to accelerate as we
look ahead.
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The steady performance of the sector,
increased focus on ESG, and the desire to
invest in themes supported by governments
globally has led to greater investor interest
in renewables. This has resulted in more
managers entering the space for the first
time, and we believe that this influx of new
managers has created new risks for investors.
While many managers have deep experience
in broader energy markets or other forms of
infrastructure, very few have the combination
of existing scale, experience and truly
proprietary sourcing capability in renewables.
As expected, we have noticed an excess
of equity flows towards the easiest entry
points in the renewables sector. Accordingly,
our team has moved away from these
overcrowded segments of the market and has
directed more focus on our proven, harder to
replicate strategies that offer more upside as
well as longer-term offtake contracts.

“The pandemic re-enforced
the understanding that
renewable assets are
highly uncorrelated
to GDP and other asset
classes. Investors looking
for assets that have
resilience throughout
the pandemic can look to
contracted renewable
projects as a stable (and
yielding) alternative.”

KEY THEMES FOR 2021
2021 looks to be the beginning of another
very exciting period for renewables in
Europe. However, as highlighted above,
with the maturing of the industry, deep

and focused expertise will be required
to achieve success. Below are the key
themes we are focused on for 2021.
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[1]

Growing momentum will
continue to drive the European
energy transition

With ambitious coal retirement targets and a
strong stance on climate change, we expect Europe
to continue leading the global energy transition.
European countries are accelerating coal phaseouts through legislative targets, while the UK is
targeting to fully phase coal out within the next
three years. Furthermore, emissions limits are
forcing coal operators to upgrade equipment or
retire, while nuclear capacity growth is projected
to remain soft as older plants close and new
capacity plans stall.
Industry experts estimate that renewables will
supply in excess of 80% of European electricity
by 2050. Declining technology costs continue
to improve the competitiveness of renewables
against conventional alternatives, and falling costs
of battery storage (accelerated by the growth in
electric vehicles which could make up over half of
passenger vehicles by 2032) will allow increasing
capacity of larger renewables assets to provide
base load power.
The momentum behind renewables is further
enhanced by the surge in multi-national corporates
seeking to fulfil 100% of their long-term power
requirements from renewable sources. The Climate
Group’s RE100 membership continues to rise to
over 280 members and corporate demand for
renewable energy is likely to increase further, with
household brands announcing their commitment
to sustainability. We will continue to generate
value by sourcing long-term contracts that match
these large corporates to deals accessed directly
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from developers. Such contracts with creditworthy
counterparts provide a guaranteed contracted
price, cushioning the assets against market
turmoil, and providing long-term, de-risked cash
flows for the entire contracted period.

[2]

The policy environment will
remain accommodating

Governments across Europe continue to signal
strong support for renewables. In the UK, the
Prime Minister set out a ten-point plan for a
green industrial revolution to ‘Build Back Greener’
through clean wind energy – creating jobs, slashing
carbon emissions and boosting exports. In the EU,
various green stimuli packages were announced
totaling tens of billions of euros to support a
sustainable recovery and to continue its drive
towards the Paris Agreement target of net zero
emissions by 2050. Decarbonization of European
energy supply will be crucial to achieving these
targets and, as one of the world’s largest investors
and operators of renewable energy assets in the
UK, Spain and Italy, Capital Dynamics remains at
the forefront of driving this transition.

[a] Broad shift towards ‘softer’
incentive model

For nearly two decades, the European renewables
market has benefited from attractive state
subsidies, which has encouraged significant levels
of investor capital to the sector and brought the
industry, at large, to maturity. Fast-forward to today,
and technology costs have fallen to a level where

high quality and efficiently operated projects can
now compete with more conventional forms of
power generation without the need for subsidies.
In response to these changing economics, state
governments have begun to reassess traditional
subsidies in favor of ‘softer’ measures, under
the auspices of the European Green Deal, such
as a more accommodative local permitting
environment, wider grid infrastructure upgrades,
and local tax incentives. Understanding how
these shifting incentives will impact clean energy
markets, in tandem with technological expertise,
price hedging capabilities and operational
efficiency, has become increasingly important to
securing and delivering attractive investments in
this new landscape.

[b] Brexit clarity
In December 2020, within days of the transition
period deadline, the EU and UK agreed to a new
Brexit deal, removing an overhang of significant
uncertainty, and therefore volatility, from the
market. Specifically, the deal moderated severe
fluctuations in the currency market and provided
the requisite framework to secure the energy
supply in both economies. It also included an
ambitious agreement for cooperation on clean
energy and climate change, with large penalties
if either economy breaches its commitment to
the Paris Climate Agreement. Furthermore, the
UK and EU have similar agendas in developing
the North Sea as one of the world’s key centers
for offshore wind. We view the new Brexit deal
as a net positive for Capital Dynamics’ current
investments in the UK and EU, and we expect the

increased clarity and aligned regional agendas to
support a number of new acquisitions by Capital
Dynamics in both jurisdictions in the near future.

[3]

Specialist knowledge and
relationships matter

As the corporate PPA market continues to
evolve in Europe, and interest in the utility PPA
market continues to grow, high quality long-term
power purchase agreements represent the most
attractive solution to hedging long-term power
price volatility. With each European country in a
slightly different stage of their market transition
journey, only a specialist investor with regional
expertise is able to access the most attractive
market-specific opportunities and negotiate
optimal structures. As the pool of PPA participants
grows, we are able to leverage the relationships
across the region to contract with bankable,
reliable counterparties.
Capital Dynamics is not just a builder of wind
and solar farms. We provide our partners with
complete energy solutions, and the importance of
this distinction has never been more recognizable.
Alongside Arevon, our fully-integrated asset
management affiliate, we are able to provide our
partners with the necessary flexibility to adapt
to emergency scenarios, including the various
lockdowns experienced during the pandemic.
In addition to creating synergies and knowledge
transfer across our global portfolio, these types
of relationships help make Capital Dynamics
a preferred partner for organizations seeking
renewable energy solutions.
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ESG FOCUS
Carbon emissions peaked at record
levels in 2020, with an increasing
number of devastating climate events
witnessed globally. The need for clean
energy is marked and the upcoming
EU SFDR regulation will require further
transparency and reporting from market
players.
Several factors have proven pivotal in
ensuring our projects have a positive
impact, particularly during these difficult
times. These include our trademarked
R-Eye™ rating system – a best-in-class
approach to diligence and rating of
each investment based on the UN’s
Sustainable Development Goals, along
with our commitment to supporting
local communities through emergency
funding.
During the pandemic, the CEI European
assets provided emergency funding to
support local COVID-19 relief groups
and vulnerable individuals or families.
Further details on such funding can be
found in our recently released CEI in the
Community newsletter.

Top rating (A+) for Clean Energy
Infrastructure strategy
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As awareness of the risks associated with
climate change grows, and social events
globally highlight the need for managers
to have sound ESG frameworks, we
expect investors to look more closely
at ESG policies and how frameworks
are implemented across portfolios and
through the entire lifecycles of our
projects.
A number of new ESG players may
enter the market promoting new ESG
compliant funds, but we believe there
is a significant first-mover advantage for
those firms who have been longstanding
proponents of good ESG practice and
have a deep understanding of how to
make a real difference here.
Over the past 12 months, there has been
significant research on the correlation
between ESG and portfolio performance
with positive indications. As an early PRI
signatory and sector leader in ESG with
top scores from GRESB and PRI, we plan
to continue building and improving our
ESG framework in collaboration with
our clients and partners within this
sector.

Highest ranking for commitment to
sustainability
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CONCLUSION
To put it simply, the outlook for renewable
energy infrastructure is bright. Despite
challenges brought on by the worst of the
pandemic thus far, this industry has navigated
how to operate and succeed within this
new paradigm. For long-term, specialized
renewables investors like Capital Dynamics,
this is a pivotal period where value can be
prudently extracted for our investors while
building a greener, more sustainable future.

AUTHORS
The last five years have been exciting, but
with support mounting from governments,
corporates, utilities and private markets,
interest in renewables will continue to
accelerate. Capital Dynamics’ Clean Energy
Infrastructure team and the firm as a whole
look forward to working for our investors and
business partners to capitalize on this exciting
opportunity as we go forward.

Simon Eaves

Managing Director
Head of Clean Energy Infrastructure,
Europe

Barney Coles

Director
Clean Energy Infrastructure,
Europe

Dario Bertagna

Director
Clean Energy Infrastructure,
Europe

ABOUT CAPITAL DYNAMICS
Capital Dynamics is an
independent global asset
management firm focusing on
private assets including private
equity, private credit, and clean
energy infrastructure. Capital
Dynamics offers a diversified
range of tailored offerings
and customized solutions for
a broad, global client base,
including corporations, family
offices,
foundations
and
endowments, high net worth
individuals, pension funds and
others. The firm oversees
more than USD 15 billion in
assets under management and
advisement 1. Capital Dynamics
is distinguished by its deep and
sustained partnerships with
clients, a culture that attracts
entrepreneurial
thought
leaders and a commitment to
providing innovative ideas and
solutions for its clients.
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1 As of December 31, 2020.

Capital
Dynamics’
roots
go back to 1988, the year
our predecessor (Westport
Private Equity) was founded
in the UK. Our headquarters
were established in Zug,
Switzerland in 1999. The firm
employs approximately 160
professionals globally and
maintains offices in New York,
London, Paris, Tokyo, Hong
Kong, San Francisco, Munich,
Milan, Florida, Birmingham,
Dubai and Seoul.
In 2020, Capital Dynamics
was awarded the highest
rating (A+) from the Principles
for Responsible Investment
for (i) Strategy & Corporate
Governance, (ii) private equity
strategy and (iii) clean energy
infrastructure strategy. For
more information, please visit:
www.capdyn.com
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DISCLAIMER

“Capital Dynamics” comprises Capital Dynamics Holding AG and its affiliates.

The information contained herein is provided
for informational purposes only and is not and
may not be relied on as investment advice, as
an offer to sell, or a solicitation of an offer to
buy securities. Any such offer or solicitation
shall be made pursuant to a private placement
memorandum furnished by Capital Dynamics.
No person has been authorized to make any
statement concerning the information contained
herein other than as set forth herein, and any
such statement, if made, may not be relied
upon. This document is strictly confidential,
is intended only for the person to whom it
has been addressed and may not be shown,
reproduced or redistributed in whole or in part
(whether in electronic or hard copy form) to any
person other than the authorized recipient, or
used for any purpose other than the authorized
purpose, without the prior written consent of
Capital Dynamics.
The recipient should not construe the contents
of this document as legal, tax, accounting,
investment or other advice. Each investor
should make its own enquiries and consult its
advisers as to any legal, tax, financial and other
relevant matters concerning an investment in
any fund or other investment vehicle. Capital
Dynamics does not render advice on tax
accounting matters to clients. This document
is not intended or written to be used, and it
cannot be used by any taxpayer for the purpose
of avoiding penalties which may be imposed
on the taxpayer under said individual’s tax
laws. Federal and state tax laws are complex
and constantly changing. The recipient should
always consult with a legal or tax adviser for
information concerning its individual situation.
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When considering alternative investments,
such as private equity funds, the recipient
should consider various risks including the fact
that some funds: may use leverage and engage
in a substantial degree of speculation that
may increase the risk of investment loss; can
be illiquid; are not required by law to provide
periodic pricing or valuation information to
investors; may involve complex tax structures
and delays in distributing important tax
information; and often charge high fees, and
in many cases the underlying investments are
not transparent and are known only to the
investment manager. Any such investment
involves significant risks, including the risk that
an investor will lose its entire investment.
By accepting delivery of this document, each
recipient agrees to the foregoing and agrees
to return the document to Capital Dynamics
promptly upon request.

www.capdyn.com

