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Energy transition refers to the global energy 
�V�H�F�W�R�U�·�V���V�K�L�I�W���I�U�R�P���I�R�V�V�L�O-based systems of energy 
production and consumption �³ including oil, 
natural gas and coal �³ to renewable energy 
sources like wind and solar, as well as lithium -ion 
batteries. Trends that are driving structural 
change include -

Decarbonisation: incentives to reduce 

carbon-emission generating activities 

and transit to the low carbon economy

Digitalisation: new and improved 

technologies in sustainable energy 

sourcing and asset management

Regulations and commitments to decarbonisation 
are expanding, as governments vigorously realise 
the significance to tackle environmental, social, 
and governance (ESG) related risks :
�X The UK government has committed to 

reducing emissions by 80% by 2050 and has 
already outlined extensive plans for achieving 
the relevant sustainable targets

�X The EU has committed to the green economy 
in its budget 2021-2027, and the new EC 
Sustainable Finance Disclosure Regulation 
has already come into force

�X The US has returned to the Paris Agreement 
�X�Q�G�H�U���W�K�H���H�[�H�F�X�W�L�Y�H���R�U�G�H�U���D�Q�G���%�L�G�H�Q�·�V��
agenda also promises aggressive measures to 
confront the climate change tackle �³ the US 
recent 1.5 Tn USD budget proposal includes 
a 27% rise in overall clean energy spending

�X Canada has pledged 17 Bn USD in the Liberal 
�*�R�Y�H�U�Q�P�H�Q�W�·�V�������������%�X�G�J�H�Wto promote green 
recovery after COVID-19

Energy transition: A transformation

The growth of electrification along with 
improvements in energy storage and conversion 
technologies, as well as increasing penetration of 
renewables into the energy supply mix are all 
driving the energy transition.

Opportunities Challenges

Benefit from the rapid 

development of 

technologies: wind

technology advancement and 

development of large -scale 

wind farms promote higher 

supply at a lower cost

Energy systems and grid 

flexibility need investment: 

more flexible systems, 

infrastructure, regional 

interconnectors, energy 

storage, demand-response.

Seize the g rowing demand 

for electrification: the 

demand is expected to grow 

quicker for electricity than 

for any other energy source 

Accommodate the necessary 

infrastructure: EV1

concentration increases, and 

the deployment of charging 

infrastructure runs into 

existing grid restraints

Capitalise on declining 

prices: the costs of 

renewables, including wind 

and solar energies, are now 

lower than the costs of 

traditional fuels

Mitigate the need for longer -

term backup capacity: the 

seasonality constraints with 

periods of low variable 

renewables production

Renewables 

gain popularity
�X Shift to smart energy 

systems is taking place

�X Costs of green technology 

solutions are declining

�X The green bond market 

is developing

�X Sustainable debt issues 

are growing

�X The number of job 

placements is expanding

�X Employment stability is 

strengthening

�X Coal-fired power plants 

are becoming unprofitable

�X Overall global coal 

consumption is falling

Fossil fuels 

lose favour

Eco-investing 

is rising
Employment 

is advancing 

Decentralisation: new approaches to 

governance required from emerging 

decentralised electricity systems

Notes: (1) Electric Vehicles

Energy transition is creating new energy 

consumption and production patterns

The energy transition continues to increase in 

importance as investors prioritise ESG factors

Increased regulation globally is accelerating 

the shift towards clean energy

More flexible energy system can mitigate 

business costs and risks  
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