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Alternatives

In April this year, the blades 
of the Blyth O
 shore Wind Farm, 
the � rst in the UK and 
the world’s largest at the 
time, fell still for the last time. 
Lifted from the seabed after 
19 years of service, the 
twin Vestas turbines, which 
produced two megawatts per 
hour, were laid to rest on a ship 
called Excalibur – the same 
ship on which they had been 
constructed back in 2000. 

A lot has changed since 
then. In the lifetime of the 
Blyth pilot scheme, the UK’s 
o
 shore infrastructure market 
has burgeoned into a thriving, 
competitive market – the 
biggest in the world – with 33 
operational wind farms as of 
August this year, producing 8% 
of the nation’s power. 

By the middle of the next 
decade, the Department for 
Business, Energy & Industrial 
Strategy hopes this � gure to 
double, and double again by early 
2030s. By then it will account for 
30 gigawatts – around 30% of all 
UK energy supply.

The immense progress in 
the technology, development 
and funding of renewable 

infrastructure has been 
matched by another seismic 
shift. Stoked by the emergence 
of increasingly alarming 
scienti� c research, social and 
political attitudes have radically 
altered and the term ‘climate 
change’ has been replaced with 
the term ‘climate emergency’. 

In response to this, the British 

government declared a 
climate emergency in June 
this year and also made a 
major legal commitment: by 
2050, the UK will be at 
net-zero-carbon emissions.

The race to build a low-
carbon economy is on. So what 
opportunities does this present 
for real estate investors and 

what in� uence is government 
policy having?

Since the spring, the 
Department for Business, 
Energy & Industrial Strategy 
has been considering bids 
for renewables development 
contracts, in the third wave of 
allocations (AR3) under the 
Contract for Di
 erence (CfD) 

Driving the winds of change 
 Infrastructure investors stand to gain from the growth in o� shore wind farms. Ben Cooper reports

Powered down: Blyth O
 shore Wind Farm, the � rst of its kind in the UK, was decommissioned this year
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Turning a profit: wind farms can offer strong returns for infrastructure investors as well as energy companies Blowing hot and cold: onshore wind farms have fallen out of favour

government has effectively 
banned onshore wind farms,” 
says Dominic Szanto, director 
of Energy and Infrastructure 
Advisory at JLL. “Planning is 
almost impossible to get.” 

As a result of the demise 
of onshore wind and solar 
infrastructure, Szanto says that 
there has been a huge amount 
of support for offshore wind. 

In a report issued by the 
Science and Technology  
Select Committee last  
month, this discrepancy 
in support was raised as a 
key potential failing in the 
government’s future strategy. 

The report was prefaced  
by a warning from the 
committee’s chair, Norman 
Lamb MP, that “although the 
government may be ambitious 
when it comes to reducing 
carbon emissions, it is not 
putting the policies in place  

that are needed to achieve 
those targets”.

To remedy this would 
require a tweak to the CfD 
system. Currently, contracts 
are categorised into two 
classes, or pots. Pot 1 is for 
“established technologies”, 
including onshore wind and 
solar power, and Pot 2 for the 
“less established technologies”, 
offshore wind and tidal power. 

The irony of describing 
offshore, which far outstrips  

any other form of renewables,  
as a “less established” 
technology has not been  
missed by most observers 
of the sector. And with the 
select committee noting that 
“numerous stakeholders 
contributing to our inquiry 
argued for the inclusion of 
established technologies in 
future CfD auctions”, it is  
this area that needs to be 
addressed as a priority.

However, even with the 
criticisms of the government’s 
approach to renewable energy 
infrastructure contracts, 
Simpraga says that the legal 
commitment made by the 
government in June makes 
investing in renewable energy 
infrastructure very appealing 
for real estate funds and 
institutional investors.

“The 2050 announcement 
will keep this industry at the 

forefront of people’s minds,” she 
argues. “With all the progress 
that’s been made already in 
renewables, the government is 
still committed to pushing the 
agenda further. That gives a 
degree of optimism to investors 
in this space.”

There is no denying that  
there is a boom in offshore 
power that owes much to 
political stimulus, mainly before 
the 2050 legal commitment.

Ultimately, though, when 
it comes to delivery, “the vast 
majority of investment into 
renewable comes from the 
private sector”, according to 
Szanto, and will continue to.  
Cue potentially one of the 
biggest opportunities for real 
estate infrastructure funds in 
history: the chance to play a 
role in securing the future in 
addition to their attractive  
long-term returns. 9

The UK is the 
largest offshore 
wind market in  
the world

Huub den Rooijen
The Crown Estate

Green energy in numbers 
 

30%
Percentage of UK energy that will be  
provided by offshore wind farms by  
2030, according to Department for  
Business, Energy & Industrial Strategy 

19 years
The length of service of the UK’s first 
offshore wind farm

2050
The year the UK will be at net-zero-carbon 
emissions, according to the UK government

816%
Percentage growth of AIC’s renewable 
energy sector since 2013
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programme, and last Thursday it 
announced the results.

Since the CfD scheme’s first 
allocations back in 2014, 58 
individual contracts have been 
awarded via the government-
owned Low Carbon Contracts 
Company (LCCC), nearly half of 
which have been for offshore 
wind farm projects. 

One of the major projects on 
that list is the Walney Extension 
offshore wind farm, in the Irish 
Sea off Barrow-in-Furness. As 
of September last year, Walney 
Extension is the world’s largest 
operating offshore wind farm, 
generating enough clean energy 
for some 600,000 homes.

It is a big step forward for UK 
renewables. And the project 
marks a major moment for 
real estate investment giant 
Legal & General Investment 
Management (LGIM) Real Assets. 
In November 2017, LGIM Real 
Assets made its first big mark 
in the renewables sector with 
the £300m backing of Danish 
pension funds PKA and PFA’s 
joint £2bn purchase of 50% of 
Walney Extension. 

Renewables acquisitions
Since then, the division has 
backed two more renewables 
acquisitions – Hornsea 1 
and Dudgeon, both CfD-
awarded offshore wind farm 
contracts. And with good 
reason, says LGIM Real Assets 
infrastructure strategist Marija 
Simpraga. “When you look at 
the macroeconomic trends, 
renewables are a resilient asset 
class with strong downside 
protection,” she says.

“One of the main attractions 
of infrastructure and offshore 
wind is the resilience of the 
cashflow you’re receiving as 
an investor,” she adds. “These 
assets are resilient throughout 
the economic cycle. They’re 
long dated and they’re very 
well suited to the institutional 
investor market.”

It is a market that LGIM has a 
lead in but, increasingly, other 
real estate investors are paying 

attention. It is not hard to see 
why when you look at the rapid 
growth of the Association 
of Investment Companies’ 
(AIC’s) Renewable Energy 
Infrastructure sector. When it 
launched in 2013, it had a value 
of £847m but that has since 
soared by 816% to £7.758bn.

Huub den Rooijen, director 
of energy, minerals and 
infrastructure at The Crown 
Estate, the landlord of the 
seabed around England, 
Wales and Northern Ireland, 
from which all offshore wind 
contracts ultimately are 
awarded, says that as the 
investor pool has broadened 
and diversified, real estate 
investment strategies have  
also shifted.

“The UK is the largest offshore 
wind market in the world; it’s a 
huge investment opportunity. 
The market has become so 

competitive that many investors 
have moved upstream, earlier in 
the process, where there is more 
construction risk,” he says. 

“They’re attracted in because 
competition in the early stages 
is less than it is in the later 
stages. Investors need to decide 
what risk profile works for them 
in relation to the return they 
want to make.”

Offshore wind is not the only 
solution to the government’s 
2050 target. Since 2014, data 

from the LCCC’s CfD register 
shows that 15 contracts for 
onshore wind farms have been 
awarded, along with 15 for 
the development of advanced 
conversion technology (ACT), 
biomass conversion or energy-
from-waste facilities, as have 
three for solar photovoltaic  
(PV) systems.

Political weight
The reason offshore wind farms 
are the most dominant type 
of renewable infrastructure is 
largely down to politics. As UKIP 
rose to prominence in 2015, 
among many ideas designed to 
woo rural Conservative voters 
was a pledge to halt all land-
based wind farm and solar 
development in order keep the 
countryside clear. The Tories 
were forced to respond.

“Since the general election 
of 2015, the Conservative 
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Renewables 
are a resilient asset 
class with strong 
downside protection

Marija Simpraga
LGIM Real Assets

M
AS

HA
 B

AS
OV

A/
VO

LO
DY

M
YR

 B
UR

DI
AK

/S
HU

TT
ER

ST
OC

K


