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Our current trajectory of greenhouse gas emissions looks set to cause irreparable damage to the planet, altering the nature 
of our existence forever. A less extreme outcome is possible, but will require the widescale adoption of renewables.  
As such, the market share of renewable energy sources – in particular, wind and solar – is expected to grow at an 
exponential rate.  

The M&G (Lux) Global Listed Infrastructure Fund is harnessing this opportunity by investing in companies directly involved 
in the generation of renewable energy, as well as companies that own infrastructure assets that facilitate the scaling and 
deployment of renewables.  

Please note that the value of investments will fluctuate, which will cause fund prices to fall as well as rise and you may not 
get back the original amount you invested. 

Climate change: ‘This changes 

everything’ 

When it comes to global warming, the 2°C leitmotif of the 

Paris Agreement is widely thought of as the magic number. 

Climate scientists consider it to be the tolerable threshold for 

the temperature increase relative to pre-industrial levels 

caused by greenhouse gas emissions. Beyond this limit, we 

will irreparably change the world as we know it, potentially 

altering the environmental and social fabric of our existence 

forever.  

Our current emissions trajectory suggests that global 

temperatures could rise by as much as 4°C by the turn of the 

next century.1 The impact of such a temperature increase 

would not be uniform across the globe; some regions are 

predicted to see increases of up to 12°C. Undoubtedly, this 

would have profound human and societal implications, as 

well as significant economic impact. Economists estimate 

                                                      
1 Bank of America Merrill Lynch, Global Climate Change 
Primer, 2017 

Figure 1. Three key statistics on climate change and 
renewable energy adoption  
 

 
 

Source: M&G, Bank of America Merrill Lynch, 2018 
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that it could cost more than 5% of global GDP, with emerging 

markets bearing the brunt of this.2 

Renewable energy: A central thread in 

the network of interconnected solutions 

To limit warming to 2°C, carbon emissions must reach their 

peak in 2020 and fall by 50% by 2050.3 This seems an 

unlikely outcome given our current trajectory, but it could be 

made possible by several crucial, technology-driven areas. 

These include renewable energy, smart grids, smart cities, 

and electric vehicles. These different parts of the solution are 

all intricately connected and co-dependent. For example, 

renewable energy cannot be successfully rolled out without 

smart grid networks. Similarly, electric cars require smart 

grids to operate, will be used in smart cities, and are 

meaningfully more sustainable when powered by renewable 

energy sources. As such, it is difficult to talk about one part 

of the solution without talking about how it affects others. 

However, for the sake of simplicity this piece will focus 

predominantly on renewable energy – a key pillar of the 

interconnected solutions detailed above.  

The International Energy Agency (IEA) posits that 

renewables and energy efficiency will drive 80% of the 

reduction in carbon emissions necessary to limit global 

warming to 2°C.4 The IEA estimates that around 60% of 

electricity will come from renewable sources by 2040, 

meaning that renewables would double their share of 

generation compared to 2017.5 The trajectory of renewable 

adoption across the globe over the past 10 years is 

suggestive of the potential for future growth, as we see in 

Table 1. 

Developed countries are not driving the uptake in 

renewables alone. Developing countries are also seeing 

                                                      
2 UK Government, Stern Review, 2007 
3 Global Carbon Project, Carbon Budget, 2017 
4 IEA, World Energy Outlook, 2017 

significant adoption, and it is essential that this continues if 

we are to keep global warming below 2°C. Bloomberg New 

Energy Finance (BNEF) draws particular attention to the 

significant growth runway for renewable energy in China and 

India, two of the world’s most coal-intensive economies. 

China will be the fastest growth area, with BNEF estimating 

that the country will increase its wind and solar capacity 

eightfold through to 2040.6  

Table 1. Renewable energy as a percentage of total 

power generation 2006-2016 

Country 
Renewable 
energy in 

2006 

Renewable 
energy in 

2016 

USA 2% 9% 

Canada 5% 6% 

UK 2% 25% 

Germany  9% 29% 

Spain 13% 30% 

Italy 12% 25% 

Brazil 6% 18% 

South Africa 1% 3% 

India 4% 6% 

China 6% 10% 

Japan 7% 12% 

Australia 3% 12% 

Source: BAML, Bloomberg New Energy Finance, 2017 

The exponential decrease in the cost of renewables is driving 

the acceleration in their adoption. It has helped them to 

5 IEA, World Energy Outlook, 2016 
6 Bloomberg New Energy Finance, New Energy Outlook, 
2017 

Figure 2. Connected solutions to climate change   
 

              

 

Source: M&G, 2018 

Figure 3. Share of money to be invested in new 
renewable power generation until 2040 
  

            
Source: Bloomberg New Energy Finance, 2017 



 

   

transition away from dependency on government subsidies, 

turning them into appealing energy sources in their own right. 

In fact, renewables are starting to approach or achieve grid 

parity – generating power at a price that matches or is even 

below that charged by the power grid – in many regions of 

the world. Technological advancements and cheaper 

equipment are the key reasons for this, aided by improving 

operations and lower-cost financing.  

Digging deeper into the different 

sources of renewable energy 

Wind and solar are by some margin the most appealing 

sources of renewable energy, and as such are expected to 

contribute most to the projected growth in renewables in 

coming years. Of the money that will be invested in new 

renewable power generation capacity worldwide to 2040, 

BNEF estimates that roughly 35% will go to solar and 45% 

to wind.7  

Their rapidly improving cost profiles are central to this. BNEF 

calculates that the levelized cost of new electricity from solar 

will drop by 66% from now until 2040. The levelized cost of 

new electricity from onshore wind will fall by 47% over the 

same period, whereas the cost of electricity produced from 

offshore wind is expected to decline by as much as 71%.8  

In addition, the two power sources are complementary. Wind 

functions best at night and during the winter, while solar is 

naturally suited to the daytime and the summer months. The 

balance of wind and solar used in any one region will depend 

largely on which of the two power sources is best suited to 

                                                      
7 Bloomberg New Energy Finance, New Energy Outlook, 
2017  
8 Bloomberg New Energy Finance, New Energy Outlook, 

2016 

the local climate. Despite the complementary nature of the 

two power sources, investment in smart grids will still be 

crucial to stabilise the electricity output of these inherently 

intermittent sources of energy.  

The equity market opportunity 

In BAML’s view, US$14.1 trillion of investment in renewable 

energy will be required until 2040 to keep global warming 

below 2°C.9 This translates into investment of around 

US$610 billion per year over 23 years starting from 2017, 

which is double the current level. Capital markets will be 

instrumental in plugging this investment gap.  

Governments will also be crucial, but their role is transitioning 

away from subsidising and investing directly in renewable 

energy projects. Increasingly, their focus is on creating 

regulatory environments that support investment from public 

and private markets. The nature of regulatory environments 

is a key consideration for investors in renewables, with the 

regions that allow investors to generate the healthiest returns 

inevitably taking the lion’s share of flows.  

For the M&G (Lux) Global Listed Infrastructure Fund, every 

year we see more and more opportunities to invest in publicly 

listed companies involved in the deployment and generation 

of renewable energy. Our strategy is tapping into this 

growing opportunity set by investing in listed companies that 

own physical renewable energy assets, which provide a 

competitive advantage and a strategic barrier to entry. The 

high asset returns and low operating costs of renewable 

energy are central to the appeal of these investments. 

Further, their stable and growing cashflows give them an 

attractive, recession-resistant profile, without precluding 

investors from participating in the structural growth these 

businesses are currently experiencing. Please remember 

that the value of investments will fluctuate, which will cause 

fund prices to fall as well as rise, and you may not get back 

the original amount you invested. 

An example of one such investment is Ørsted, a global 

leader in offshore wind power and one of the fund’s core 

holdings. The company is domiciled in Denmark, but has its 

largest asset base in the UK, where it currently operates nine 

wind farms and is in the process of constructing four more. 

Ørsted is at the forefront of society’s transformation towards 

renewables, having once been a fossil fuel-focused business 

– as reflected by the name under which it first listed on the 

Danish stockmarket in 2016, DONG (Danish Oil & Natural 

Gas) Energy. To date, Ørsted has built more offshore wind 

farms than any other company worldwide. This position as 

9 Bank of America Merrill Lynch, Global Climate Change 
Primer, 2017 

Figure 5. Estimated cost decreases of renewables 
from now until 2040  

 
Source: Bloomberg New Energy Finance, 2016 
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global leader in its field comes with the tangible benefits of 

scale and expertise, allowing it to effectively capitalise on the 

expansion of offshore wind – the fastest-growing form of 

renewable power generation.  

In addition to stocks directly involved in the generation of 

renewable energy, the M&G (Lux) Global Listed 

Infrastructure Fund invests in a number of companies that 

benefit from the tailwind of renewables growth in other ways. 

For example, electricity transmission businesses National 

Grid in the UK and Elia System Operator in Belgium are 

beneficiaries of the need to connect renewable deployments 

and deploy the smart grid infrastructure discussed above. 

The global smart grid market is expected to be worth around 

US$400 billion by 2020; this is creating opportunities for both 

stocks to earn returns by making accretive investments in 

their network.10  

Please note that the fund holds a relatively small number of 

investments and, as a result, may experience larger price 

rises and falls than a fund which holds a larger number of 

investments. 

Table 2. Selected fund holdings with exposure to 

renewable energy  

 Company Country 

P
o

w
e

r 

g
e

n
e

ra
to

rs
 

Orstead Denmark 

TRIG UK 

NexEra Energy US 

G
ri

d
s
 National Grid UK 

Elia System Operator Belgium 

Source: M&G, 2018 

The threat of irreversible damage being done to the planet 

as a result of greenhouse gas emissions is very real. 

However, with appropriate support from governments and 

capital markets, it is possible that the artificial warming of the 

planet can be limited to 2°C and the damage done will be 

manageable. Renewable energy will be the linchpin of this, 

and investment strategies that can harness the growth in this 

area look set to benefit from a significant long-term tailwind. 
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Please note that the fund invests mainly in company shares and is therefore likely to experience larger price fluctuations than 

funds that invest in bonds and/or cash. 

Further risks associated with this fund can be found in the fund’s Key Investor Information Document. 

  

                                                      
10 Bank of America Merrill Lynch, Global Climate Change 
Primer, 2017 



 

 

For Investment Professionals and Institutional Investors only.  Not for onward distribution.  No other persons should rely on any information contained within. 

 

Distribution of this document in or from Switzerland is not permissible with the exception of the distribution to Qualified Investors according to the Swiss Collective 

Investment Schemes Act, the Swiss Collective Investment Schemes Ordinance and the respective Circular issued by the Swiss supervisory authority ("Qualified 

Investors"). Supplied for the use by the initial recipient (provided it is a Qualified Investor) only. In Spain the M&G Investment Funds are registered for public distribution 

under Art. 15 of Act 35/2003 on Collective Investment Schemes as follows: M&G Investment Funds (1) reg. no 390, M&G Investment Funds (2) reg. no 601, M&G Investment Funds 

(3) reg. no 391, M&G Investment Funds (5) reg. no 972, M&G Investment Funds (7) reg. no 541, M&G Investment Funds (9) reg. no 930, M&G Investment Funds (12) reg. no 1415, 

M&G Investment Funds (14) reg. no 1243, M&G Global Dividend Fund reg. no 713, M&G Global Macro Bond Fund reg. no 1056 and M&G Optimal Income Fund  reg. no 522, M&G 

(Lux) Investment Funds 1 reg. no 1551. The collective investment schemes referred to in this document (the "Schemes") are open-ended investment companies with variable 

capital, incorporated in England and Wales in respect of M&G Investment Funds and in Luxembourg in respect of M&G (Lux) Investment Funds. In the Netherlands, all funds 

referred to, are UCITS and registered with the Dutch regulator, the AFM. This information is not an offer or solicitation of an offer for the purchase of investment shares in one of 

the Funds referred to herein. Purchases of a Fund should be based on the current Prospectus. The Instrument of Incorporation, Prospectus, Key Investor Information Document, 

annual or interim Investment Report and Financial Statements, are available free of charge, in paper form, from the ACD: M&G Securities Limited, Laurence Pountney Hill, London, 

EC4R 0HH, GB; or one of the following - M&G International Investments Limited, German branch, mainBuilding, Taunusanlage 19, 60325 Frankfurt am Main; the Austrian paying 

agent:  Société Générale Vienna Branch, Zweigniederlassung Wien Prinz Eugen-Strasse, 8-10/5/Top 11 A-1040 Wien, Austria; the Luxembourg paying agent Société Générale 

Bank & Trust SA, Centre operational 28-32, place de la Gare L-1616 Luxembourg; the Danish paying agent: Nordea Bank Danmark A/S Issuer Services, Securities Services, 

Hermes Hus, Helgeshøj Allé 33, Postbox 850, DK-0900, Copenhagen C, Denmark; Allfunds Bank, Calle Estafeta, No 6 Complejo Plaza de la Fuente, La Moraleja, 28109, 

Alcobendas, Madrid, Spain; M&G International Investments Limited or its French branch; from the French centralising agent of the Fund: RBC Investors Services Bank France; or 

from the Swedish paying agent: Nordea Bank AB (publ), Smålandsgatan 17, 105 71 Stockholm, Sweden. For Switzerland, please refer to M&G International Investments Switzerland 

AG, Talstrasse 66, 8001 Zurich or Société Générale, Paris, Zurich Branch, Talacker 50, P.O. Box 5070, 8021 Zurich, which acts as the Swiss representative of the Schemes (the 

"Swiss Representative") and acts as their Swiss paying agent. For Italy, they can also be obtained on the website: www.mandgitalia.it. For Ireland, they are available in English 

language and can also be obtained from the Irish facilities agent, Société Générale SA, Dublin Branch, 3rd Floor IFSC House – The IFSC Dublin 1, Ireland. For Germany and 

Austria, copies of the Instrument of incorporation, annual or interim Investment Report, Financial Statements and Prospectus are available in English and the Prospectus and Key 

Investor Information Document/s are available in German. Before subscribing investors should read the Prospectus, which includes investment risks relating to these funds. 

The information contained herein is not a substitute for independent advice. This financial promotion is issued by M&G Securities Limited. Registered Office: Laurence Pountney 

Hill, London EC4R 0HH, authorised and regulated by the Financial Conduct Authority in the UK. Registered in England No. 90776The Portuguese Securities Market Commission 

(Comissão do Mercado de Valores Mobiliários, the “CMVM”) has received a passporting notification under Directive 2009/65/EC of the European Parliament and of the Council and 

the Commission Regulation (EU) 584/2010 enabling the fund to be distributed to the public in Portugal. 
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