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The energy transition has reached a tipping point. Net zero objectives are being passed into law 

across Europe and elsewhere – even China recently stated it aims to reach net zero by 2060. 

The private sector is acting too. For example, the RE100 (an organisation comprised of 

companies committing to purchase 100% renewable electricity) had its largest ever increase in 

membership in 2019, up by 33% to 260 companies. The Covid-19 crisis has, in much of Europe 

at least, re-affirmed commitments to achieve these goals – with billions of euros of stimulus 

money to be directed towards them. The energy transition has the wind in its sails and is 

accelerating. 

For investors, both corporate and financial, there is a wealth of opportunity out there. 

Cutting through the hype and complexity is challenging though. With that in mind, we 

have compiled a list of five things that investors should know about the energy 

transition: 

■ The energy transition is as much about the demand-side as the supply-side 

■ Electric vehicle infrastructure, and energy tech provide highly scalable investment 

opportunities, with hydrogen a longer-term option 

■ It is not all about fancy technology, geography, customer behaviour and business 

models are essential considerations  

■ Apply the ‘Zulu principle’  

■ Exits are likely to be with strategics rather than via IPO

The top five things 
investors should know 
about the energy transition 
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3 1. The energy transition is as much about the demand-side 

as the supply-side 

Gigantic wind turbines and solar PV farms are what most people think of when they hear the 

words “energy transition”. This is understandable, given the rate at which large-scale renewable 

generation capacity has been built over the past 10 years – almost 200GW were added globally 

in 2019, compared to less than 100GW in 2010. However, the next 10 years of transition will be 

as much about the demand-side (i.e. how you and I consume energy) as it will be about the 

supply-side. 

 
 

The energy transition is as much about the demand-side as the supply-side 

Distributed energy resources (DERs) on the demand-side of the energy system (like rooftop PV, 

smart buildings, electric heating and electric vehicles) have an important role to play in our 

future energy system, in particular to help balance intermittent renewable loads. DERs create 

complexity, as literally millions of connected devices will need to interact in real-time with the 

energy grids necessitating a more flexible and dynamically managed system. This provides 

opportunities for new, demand-side business models like smart tariffs, distributed energy trading 

or aggregation platforms and energy services. This is a new market – it has never existed 

before and, in our view, the demand-side of the energy transition is the area with the greatest 

growth potential.

 

2. Electric vehicle infrastructure and energy tech provide 
highly scalable investment opportunities, with 
hydrogen a longer-term option 
 

A common issue raised when scoping investments in energy start-ups is that they are not 

scalable. This, we believe, is quickly changing with the development of three particularly 

exciting growth markets: electric vehicle charging infrastructure, ‘energy tech’ and hydrogen. 
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4 Electric vehicle infrastructure: get in now 
 

The rate of uptake of electric vehicles requires a rapid roll-out of 

charging infrastructure and has profound implications for managing 

electricity grids. The number of electric vehicles (EVs) on Europe’s 

roads is expected to increase from ~2 million today to over 40 million by 

2030. Covid-19 will not slow this down, with EVs to receive substantial 

new funding from government stimulus packages. For example, 

consumer EV subsidies will be increased in Germany, France and Italy.  

There has been a substantial amount of investment activity in the EV charging space already – 

with energy giants like Shell, Engie, BP and Total all spending multiple millions of dollars on it. 

As discussed in our previous Whitepaper, EV Charging at the Crossroads: The Fast , The 

Curious & The Race for Scale, the window of opportunity is starting to close, especially in more 

established EV markets and for the traditional EV charging roles like chargepoint 

manufacturers, chargepoint operators and eMobility Service Providers. However, areas where 

we expect to see rapid future growth include charging management platforms, smart charging / 

vehicle-to-grid, “plug and charge” technology and Mobility as a Service. 

Now is the time to get in on the action. 

Energy tech: the next fintech? 
 

There are signs that technology-centred energy start-ups are starting to attract premium 

valuations, like those in the booming fintech sector. For investors scarred by the CleanTech 

bubble of the mid-2000s, things look completely different this time around. The social, political, 

technological, and economic drivers of change are much stronger than they were back then. 

Net zero targets are legally binding in several advanced economies – and almost every day 

more companies announce their own targets. None of these targets can be achieved without an 

energy sector that effectively harnesses new technologies, like platforms for aggregating and 

trading flexibility. As a result, many start-ups in the energy tech space will be very successful. 

An important recent example of energy tech investment is Origin Energy’s investment in UK 

energy supplier, Octopus Energy, in 2020. Origin bought a 20% stake in Octopus for £265m, 

valuing it at a hefty £1.3bn and making it officially an energy tech unicorn. The key to this 

valuation was Octopus’ cloud-based customer management platform, Kraken, which can lower 

cost to serve by providing a single view of the customer and a high degree of automation. 

Following Octopus Energy’s own success using Kraken (it supplies over 1.5m households with 

energy since launching in 2016), it has been licensing the platform out to other energy 

suppliers, including rival E.ON UK. This is perhaps the best validation of the quality of its 

technology. Octopus has put this investment to use already, acquiring SaaS-based aggregator 

Upside Energy in November 2020, further enhancing its software capabilities. Scaling its 

software licensing business around the world is a core part of the company’s strategy.  

Hydrogen: the new oil? 
 

Hydrogen offers an abundant, clean, and predictable source of energy which will play a critical 

role in our future energy system. Our analysis shows that, in 2030, hydrogen could be a 

cheaper heating option than electric heat pumps for over 15m homes in Germany and the UK 

alone. There are opportunities in the heavy transport (trains and buses etc) and industrial 

sectors too (iron and steel, ammonia production etc). Of course, hydrogen also needs to be 

https://www.delta-ee.com/downloads/1-research-downloads/63-electric-vehicles-electricity/2583-delta-ee-and-drake-star-partners-whitepaper.html
https://www.delta-ee.com/downloads/1-research-downloads/63-electric-vehicles-electricity/2583-delta-ee-and-drake-star-partners-whitepaper.html
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5 produced and transported – and there are already hundreds of projects around the world 

working out the most effective ways of doing so.  

The clean hydrogen market still needs time to mature – but much like EVs, it is set to be a major 

beneficiary of post-Covid government stimulus money. The German Future Energy Package 

includes €9bn for hydrogen projects (including plans for hydrogen CfDs in heavy industry). The 

French recovery plan has set aside €2bn for hydrogen, and the UK plan has £139m. At a local 

level, cities like Aberdeen, Rotterdam and Mainz all have substantial hydrogen activities. 

European countries are desperate to capture a slice of this potentially enormous market, and 

there is ample opportunity for patient investors to get involved.

 

3. It is not all about fancy technology – geography, customer 

behaviour and business models are essential 

considerations  

Households, businesses, and the public sector, hold a far more important role in the energy 

system than ever before. The achievement of net zero relies as much, if not more, on the 

behaviour change of customers than it does on innovative technologies. Geography also 

matters because of the variations between countries, and within countries (e.g. regulations, 

building types, climate, and energy prices): what works in one region or with one set of 

customers, is not necessarily transferable to another. Designing the right business models – 

something that the sector has not traditionally needed to worry about too much – is therefore an 

essential element of the energy transition.  

Business models that can simplify the immense complexity of new energy, whilst delivering 

tangible benefits to both customers and the energy system, stand a far better chance of scaling 

than those which focus purely on technology.  

There has been a step change in the variety of business models in the energy sector over the 

last five years. One of our favourite examples (although there are many more!) is Energy as a 

Service. 

Energy as a Service (EaaS) offers households and businesses an easier 

way to cut their carbon emissions. In the simplest terms, EaaS removes 

upfront capital barriers to customers purchasing energy efficiency 

measures or distributed energy resources. Instead, these measures are 

installed, operated, and maintained on behalf of customers, in return for 

ongoing “service” payments.  

In the commercial and industrial sectors in Europe and North America, 

EaaS is already a multi-billion-dollar market. We estimate it will continue to grow over the next 

five years at a CAGR of between 5-10%, depending on the contract type and technology. This 

will be driven by net zero ambitions and demand for off-balance sheet financing. For investors, 

EaaS projects offer a relatively low risk investment opportunity with IRRs often ranging between 

10-20%.  

There is potential for EaaS in residential markets too. Several start-ups and incumbent energy 

companies already offer variations of it, like heat as a service, mobility as a service or solar as a 

service. This market will take longer to develop than for C&I customers, as it requires a much 

greater shift in customer mentality. However, we expect demand to grow as customers look to 

spread the upfront cost of expensive new energy technologies and the benefits of ongoing 

optimisation services grow.
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6 4. Apply the ‘Zulu principle’ 

The Zulu principle comes from renowned investor Jim Slater, in his book originally published in 

19921. Slater observed that his wife became more knowledgeable than him about the Zulus 

after reading a short article in Reader’s Digest magazine. He went on to consider that if his wife 

read all the books she could find on the subject of Zulus, coupled with a visit to South Africa to 

meet them for herself, then in a relatively short period of time she could become one of the 

leading authorities on this "clearly defined and narrow area of knowledge". This became the 

basis of his investment philosophy: if I know more about the “Zulus” than anyone else, I will 

have an advantage. 

Every investor will want to be the best-informed operator in their space, but of course, this is 

easy to say and much harder to do – especially in the 2020 world of information overload – and 

in the energy transition space where investors are having to understand the demand-side of the 

system like never before.   

The demand-side of the energy system is full of start-ups developing innovative technologies 

and business models. There are companies specialising in things like: software to optimise the 

timing of energy consumption, the creation of new markets for trading flexible electricity loads 

and the development of “lifestyle” products like smart thermostats and wireless EV chargers.  

The diagram below presents a tiny snapshot of the landscape of the demand-side 

start-up landscape. 

 
Examples of start-ups focusing on the demand-side of new energy 

The start-up community plays an increasingly important role in the energy industry. Whilst 

incumbent utilities have traditionally been vertically integrated monoliths, they must draw on the 

 

1 Slater, Jim (1992), The Zulu Principle: Making Extraordinary Profits from Ordinary Shares, Orion, ISBN 1-85797-095-0 

https://en.wikipedia.org/wiki/ISBN_(identifier)
https://en.wikipedia.org/wiki/Special:BookSources/1-85797-095-0
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7 technology and expertise of external experts to cope with the realities of new energy. In future, 

a typical energy company’s supply chain could be comprised predominantly of external 

technology providers. This would allow them to concentrate on sales and service rather than on 

non-core competencies, such as the interoperability of distributed energy resources. 

Increasingly, start-ups are the ones looking to fill these gaps.  

Furthermore, energy start-ups show encouraging durability. The graph below presents analysis 

of 370 new energy start-ups and corporate propositions. It demonstrates that 86% of start-ups 

are still trading after an average of 24 months in business. This points towards healthy levels of 

investment and is a sign of confidence that innovative, demand-side start-ups will play a 

fundamental role in the future energy system. 

 

The durability of new energy start-ups and propositions (n=370) (Source: Delta-EE) 

Investors need to apply the Zulu principle: can I be expert in all these areas? Do I need to focus 

on one or two or do I have to understand them all because they are all part of the same 

ecosystem? How can I stay abreast of everything in all these areas at once? The answers to 

these questions are specific to each investor. 
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8 5. Exits over the next few years are likely to be with 

strategics rather than via IPOs 

There have been very few major initial public offerings in the demand-side of new energy. Most 

successful exits for early stage investors in new energy start-ups are with strategics like energy 

suppliers, oil majors and, in some circumstances, tech giants, automotive or HVAC companies. 

For example, our analysis of Europe’s largest oil majors and energy suppliers found they are 

spending on average €250m and €120m each year on new energy investments and 

acquisitions, respectively.  

 

We expect this trend to continue over the next five years, as incumbent / start-up deals are 

mutually beneficial. As discussed in point 4, energy incumbents have a strategic need to 

acquire new capabilities, to survive and prosper through the energy transition. For start-ups, 

incumbents can be attractive partners because they have direct access to large numbers of 

customers. For the time being, this gives investors a clear exit strategy when assessing early-

stage businesses. Looking further ahead though, incumbents clearly cannot buy every start-up. 

As the market grows, and the start-ups mature, we may start to see more of them reach a 

valuation that could warrant an IPO. 

 

Conclusion 

Opportunities will abound for investors in the energy transition throughout the 2020s. On the 

demand-side, energy tech and EV charging infrastructure will be key asset classes, with 

hydrogen also a tempting investment area for those with longer time horizons. However, finding 

the companies that successfully scale in any area of the transition will not be easy – and there 

are a lot of hard yards still to cover in terms of market creation and customer adaptation.  
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