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Demand for electricity is growing. By 2050, 45% of world 

energy demand will be met by electricity. This surge in 

electrification will be powered by renewable sources, 

accounting for an estimated 80% of global electricity 

production in 2050. As the costs for wind and solar 

continue to fall, those two energy sources are set to meet 

most of the electricity demand, with solar PV and wind 

energy each delivering over 30% of electricity generation.  
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INTRODUCTION

The dramatic increase in projects and the drive to 

mitigate the negative impact of climate change, coupled 

with favourable interest rates means that it’s never been 

a better time to invest in renewable energy. However, 

changing policies and favourable market conditions 

are also resulting in new players taking an interest and 

entering the market, bringing new challenges to the 

traditional finance community. 
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With new technology, comes new risk and the landscape 

for energy investments is changing fast. Some renewable 

energy technologies have already reached grid parity, 

so governments across the globe are phasing out 

subsidies. So far this has mostly affected solar and 

onshore wind, and more recently offshore wind. As such, 

renewable energy projects are now fully exposed to the 

merchant risk. This changes the paradigm of renewable 

assets, and means that more than ever, operational 

efficiency will be under scrutiny, as the electricity market 

becomes a reference for the owners and their business 

models. Meanwhile, the rise of renewables is putting 

severe pressure on the revenues from conventional 

generation assets. This whole environment impacts not 

just generation, but also transmission and distribution, as 

more variable energy in the grid makes it more difficult 

to manage and take this energy to market.

1 Conducted by Foresight Factory in December 2018 and January 2019

For the finance industry, digitalization can bring new 

opportunities and improved business models. However, 

hurdles such as traditional market environments, 

frameworks which can’t be adapted to changing 

technology, new market mechanisms such as power 

purchase agreements and varying degrees of technology 

maturity, is holding back the tide of progress.

About the research:

This report is based on a global survey1 of 1,919 energy 

industry professionals. The respondents represent a 

range of business sizes from start-ups to large corporates 

and a range of functions within the industry, from 

board-level executives to senior engineers, developers 

and financiers.
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Our research reveals that 47% of respondents in the 

finance industry have digitalization as a core part of their 

publicly stated strategy. This is higher than the wider 

energy industry at 41%. However, just 17% of financial 

organizations consider themselves more advanced than 

the industry in their application of digitalization.

When it comes to the perceived benefits of digitalization, 

the finance industry places improving operational 

efficiency (51%), improving decision making (40%) 

and enhancing customer connections (36%) as its top 

priorities.  
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As we move away from feed in tariff schemes, new ways 

of working will need to be implemented in renewable 

energy projects. Accurate estimation of the resource, 

optimized investment costs in the initial phase, and 

operations and maintenance costs during a project’s 

operational time are a must, as the margins are squeezed, 

and technology costs become more competitive. Being 

able to forecast the lifetime of a renewable energy asset 

is another challenge. 

Extending the tail-end of projects, when the debt is 

already paid, brings additional revenues for the owner of 

the asset. But estimating the energy yield of renewable 

energy assets doesn’t only impact generation assets; 

the expansion of grids, and their stability will be a huge 

challenge for system operators to avoid curtailment. 

Advanced digital analytics and forecasting of market 

conditions need to be navigated carefully by energy 

projects in the future. 
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NEW OPERATIONAL ENVIRONMENT

IN THE ELECTRICITY MARKET

THE PROGRESS OF DIGITALIZATION IN  

THE FINANCE INDUSTRY

Creating new products and services is a bigger 

motivation in the finance industry for digitalization 

than other sectors. Helping innovation was also seen 

to be a core benefit of digitalization for more finance 

respondents versus other industries.
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The technologies impacting the finance industry today and  
how this compares to the energy industry as a whole?

FINANCE INDUSTRY

THE WIDER ENERGY INDUSTRY

  43%Advanced analytics (e.g. artificial 

intelligence and machine learning)

IoT (e.g. sensors and edge computing)

Cloud computing

Distributed computing

Cyber security

Blockchain

Drones and UAVs

Data visualization

Augmented and virtual reality

Coding

Automation and digital workflow

  21%

  44%

  17%

  55%

  30%

  11%

  36%

  6%

  9%

  53%

  41%

  41%

  46%

  20%

  51%

  14%

  25%

  58%

  59%

  25%

  18%
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Even though the finance industry is less advanced 

than other industries across most technologies, the 

impact of blockchain is clear to see, with 30% of finance 

respondents claiming that the technology is having 

an impact on their industry versus just 15% across all 

energy respondents. However, despite the hype around 

blockchain, 40% of finance industry respondents said 

they were not using the technology at all. 

The perceived importance of blockchain for the future 

is also clear, with the finance industry considering it an 

important skillset for the energy industry to have in the 

future. The challenge of blockchain is how to integrate it 

in heavily regulated markets, where the mechanisms were 

set decades ago. For this technology to be implemented 

and developed in highly regulated markets regulatory 

changes will be required, whereas for the emerging or 

more liberalized markets having blockchain built in from 

the start may be beneficial.

TECHNOLOGY AT A GLANCE

A key challenge with digital transformation is keeping 

pace with technological change and user adoption rates. 

For the finance industry, when investing in new digital 

technologies, particularly IOT, distributed computing and 

augmented and virtual reality, the revenue streams are 

not clear, the risk is perceived as high, and therefore the 

new technology is unattractive for investors. In the finance 

industry a technology needs to be proven viable before it 

can be integrated into an investment strategy.  
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THE TRADITIONAL MINDSET BARRIER

Energy is a long-term investment market, as the assets 

are in place for several decades. Despite this we are 

seeing an increasingly dynamic market in which several 

stakeholders are appearing beyond the traditional 

Sponsor and Lender roles. New equity players are 

entering the market, with new strategies that are 

modifying the traditional way of dealing with energy 

projects. Also, new ways of financing energy projects, 

such as green bonds, are supporting the market 

development.

In a highly-regulated industry, such as finance, imposed 

restrictions and conforming to industry regulation may 

be the perceived barrier holding back digitalization. But, 

although regulation was a slightly higher barrier than in 

other industries, it isn’t the main obstacle to digitalization. 

In fact, a lack of senior level buy-in, and a lack of digital 

mindset were seen to be bigger barriers to digitalization 

than for other industries. The conservative nature of the 

finance industry may explain this statistic, but also the 

lack of clear revenue streams coming from the digital 

world. Project finance and other financing mechanisms 

need clear forecasts of the revenues that are going to 

be generated in the future. New markets are arising 

in the short and medium term, and rotation of assets 

is increasing. As the optimization of performance of 

all assets; renewables and conventional, take greater 

relevance, new risks are emerging in this area of the 

market. 

While the benefits of digitalization for the finance industry 

are growing, for example, the use of data to gain a more 

accurate view of assets to ensure projects are bankable 

long-term. The unproven nature of new technologies 

and how to use them, coupled with a lack of digital 

mindset means the finance industry leaves itself open to 

disruption by new market players. 

CONCLUSIONS

To seize the digitalization opportunity, the finance industry needs to put in place solutions to help it understand 

the risk of new technologies and seek proof in their long-term viability. By combining trust, proof, certainty and 

an understanding of risk, the industry can take full advantage of the opportunities that digitalization brings, for a 

profitable future. 
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