
Europe’s clean power 
transition – an opportunity 
among the challenges

Key takeaways: 

•	 There is a pressing need to support Europe’s 
ambitious emission reduction targets, particularly 
given the increasing demand for electrification.

•	 The continent has provided a continually 
supportive regulatory backdrop for clean power, 
something that looks set to continue as concerns 
about energy security persist.

•	 To support the greater role electrification will 
likely play in Europe’s energy transition, modern 
infrastructure will need to be developed with 
existing facilities upgraded.

•	 We believe, with careful asset selection, energy 
infrastructure may have the potential to offer 
attractive risk-adjusted returns coupled with 
possible environmental benefits.
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Introduction: 

It’s no secret that Europe has ambitious carbon reduction 
plans. Such an initiative – and the scale of investment required 
to achieve it – represents an enormous challenge for the EU, 
individual governments and industry participants. It also, in our 
view, creates a potentially substantial opportunity for private 
markets investors. 

Europe’s regulatory backdrop has been consistently supportive 
of a low-carbon energy transition. This is, at least in part, 
driven by a greater desire for energy security in addition to 
achieving emissions reduction. The scale of the investment 
required to meet targets, however, means that private capital 
will need to play a role. This type of investment is not just 
welcome; it’s essential. 

The need for investment goes beyond just supporting clean 
power generation. There is also a pressing requirement to 
invest in and support the grid, developing infrastructure that 
will support growing demand for electrification. 

In this paper, we’ll look at this pressing need to finance 
Europe’s energy transition. We’ll also explore Europe’s 
consistent support for clean power infrastructure and the 
requirement to upgrade its power grid. 

Lastly, we’ll address the implications for investors and how 
we believe private market capital can take advantage of this 
opportunity. 

Rosheen McGuckian 
CEO, NTR

Robin Martin  
Global Head of Investment 
Strategy and Research, L&G

Source: L&G and NTR views, as at January 2026.



2026  |  Europe’s clean power transition – an opportunity among the challenges

2

As per the objectives of the EU’s Green New Deal1 
approximately €1tn in investment will need to be mobilised 
by 2035 to match the bloc’s emission reduction targets. This 
includes power generation and the manufacturing of green 
technologies. 

It’s also been forecast that a significant amount of investment 
will be needed in grid upgrades and supporting technology 
by 2030 to enable the transition and keep up with growing 
electricity demand. The World Economic Forum has suggested 
€584 billion2 in grid investment is needed this decade to 
achieve the European Commission’s target of deploying 42.5% 

EU27 electrification rate relative  to final energy consumption in transport, buildings and industry and in total (Decarbonising 
Energy Scenario)

Source: IRENA, June 2025

Assumptions, opinions and estimates are for illustrative 
purposes only. There is no guarantee that any forecast will 
come to pass.

renewable power into the grid by 20303. BNEF suggests that 
Europe will need to spend $458 billion on grid digitalisation by 
2050 to achieve its net-zero emissions scenario4. 

Part of the reason for this required investment is the forecast 
increase in demand for electricity over the next few years. 
In Europe, this could climb by as much as an additional 280 
terawatt-hours by 2030, according to one study5. Among the 
drivers of this demand are the increasing digitalisation of the 
economy, the desire to electrify transport and heating, and a 
concerted effort to move away from fossil fuels. 

A pressing need to support Europe’s energy transition

Pace of electrification is ramping up across sectors

1.  European Commission, Finance and the Green Deal, 2020
2.  World Economic Forum, October 2025
3.  European Commission, 2023
4.  BNEF, 2024
5.  McKinsey & Company, 2025
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All investing involves risk

https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal/finance-and-green-deal_en
https://www.weforum.org/stories/2024/10/europe-green-energy-future-unity-wef-draghi/
https://www.consilium.europa.eu/en/infographics/fit-for-55-how-the-eu-plans-to-boost-renewable-energy/
https://about.bnef.com/insights/clean-energy/significant-investment-needed-to-ready-the-global-power-grid-for-net-zero-bloombergnef-report/
https://www.mckinsey.com/industries/energy-and-materials/our-insights/global-energy-perspective
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Europe’s consistently supportive 
environment  

The EU and its members have provided 
a consistent and continually supportive 
regulatory backdrop for clean power and 
energy transition infrastructure. 

While this has been in part due to the desire to meet emissions 
reduction targets, it has also been strengthened in recent years 
by a want for greater energy security. In other words, Europe’s 
transition plans are not just about environmental aims. They 
are central to the continent’s future economy and national 
interests. 

There has been an acceptance across the EU that a failure 
to make clean power a core policy objective may create 
vulnerability to swings in traditional energy prices and 
overarching geopolitical risks. 

Europe’s desire to achieve greater energy stability – if not 
security – can be seen in its recent ratifying of a previously 
tabled proposal to reduce dependency on Russian oil and gas 
by 20276. We believe greater adoption of clean power may 
represent an efficient and cost-effective way of achieving this.

A need to modernise infrastructure 

The EU27 has set an ambitious target 
to roughly double the share of clean 
energy in its gross energy use by 20307. 
It’s also anticipated that two-thirds, or 
thereabouts, of Europe’s greenhouse gas 

emissions reductions between now and 2050 will come from 
electrification. 

What this means is that there is a pressing need for investment 
in clean energy infrastructure. Investment is needed for 
modern, smart power grids and advanced energy storage 
systems, while existing facilities will also need upgrading. This, 
of course, is in addition to funding clean power generation. 

Such modern infrastructure is essential in unlocking the 
required growth in clean power. It also ensures that electricity 
that is already being produced can be deployed at the right 
time and in the right locations when needed.

Investors’ view

While European governments have 
provided a supportive backdrop for the 
energy transition, private investment is 
necessary for plans to come to fruition.

Private capital shouldn’t just be seen as a mechanism for 
funding. It can also provide the patient capital, technical 
expertise, and government discipline needed to deliver 
complex, multi-decade projects at speed. When partnering 
with energy infrastructure specialists, these institutions can 
bring a distinct understanding of the risks inherent in such 
initiatives.

There are a variety of ways in which private capital can access 
energy transition infrastructure investments. Closed-end 
funds are one option. These offerings typically support the 
construction of new projects, followed by an exit event. 

If there is high-conviction in large-scale projects, investors 
may seek out co-investment opportunities, allowing them to 
invest alongside pooled funds. A number of investors opt for 
a combination of pooled funds and co-investments, providing 
them with diversification but equally the ability to scale their 
exposure to particular themes or projects. For those seeking 
a pure yield strategy, opting for evergreen funds may be an 
effective way of accessing the asset class. 

As always, we believe there is significant value in careful asset 
selection. Appropriate stewardship and alignment between 
stakeholders is essential. 

Overall, we believe clean power infrastructure has the 
potential to offer compelling risk-adjusted returns given the 
secular tailwinds present in the European market. In our view, 
the asset class delivers a tangible societal benefit. This is not 
just through the potential for environmental impact through 
emissions reductions; such investments also have a role in 
improving energy security, supporting economic growth and 
stability, and offering the opportunity for the creation of 
skilled jobs.

Assumptions, opinions, and estimates are for illustrative 
purposes only. There is no guarantee that any forecast will 
come to pass. It should be noted that diversification is no 
guarantee against making a loss in a declining market.

6.  Financial Times, EU agrees full ban on all Russian gas imports by 2027, December 2025
7.  IRENA, June 2025

All investing involves risk

https://www.ft.com/content/84a8411b-3efb-4a06-a97f-66af931a11dd
https://www.irena.org/Publications/2025/Jun/Regional-energy-transition-outlook-European-Union
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Contact us:
For further information about the Asset Management business of L&G, please visit 
am.landg.com or contact your usual L&G representative.

Key risks
The value of an investment and any income taken from it is not guaranteed and can go down as well as up, and the 
investor may get back less than the original amount invested.

Important information
The views expressed in this document are those of Legal & General Investment Management Limited and/or its affiliates (“LGIM”- or “L&G”, 
“we” or “us”) and NTR as at the date of publication.  This document is for information purposes only and we are not soliciting any action 
based on it.  The information above discusses general economic, market or political issues and/or industry or sector trends.  It does not 
constitute research or investment, legal or tax advice.  It is not an offer or recommendation or advertisement to buy or sell securities or 
pursue a particular investment strategy. Past performance should not be taken as an indication or guarantee of future performance and 
no representation, express or implied, is made regarding future performance.

No party shall have any right of action against L&G in relation to the accuracy or completeness of the information contained in this 
document.  The information is believed to be correct as at the date of publication, but no assurance can be given that this document is 
complete or accurate in the light of information that may become available after its publication.  We are under no obligation to update or 
amend the information in this document.  Where this document contains third-party information, the accuracy and completeness of such 
information cannot be guaranteed and we accept no responsibility or liability in respect of such information.

This document may not be reproduced in whole or in part or distributed to third parties without our prior written permission. Not for 
distribution to any person resident in any jurisdiction where such distribution would be contrary to local law or regulation.

© 2026 Legal & General Investment Management Limited, authorised and regulated by the Financial Conduct Authority, No. 119272. 
Registered in England and Wales No. 02091894 with registered office at One Coleman Street, London, EC2R 5AA.

L&G Global 
Unless otherwise stated, references herein to “L&G”, “we” and “us” are meant to capture the global conglomerate that includes:

•	� European Economic Area: LGIM Managers (Europe) Limited, authorised and regulated by the Central Bank of Ireland as a UCITS 
management company (pursuant to European Communities (Undertakings for Collective Investment in Transferable Securities) 
Regulations, 2011 (as amended) and as an alternative investment fund manager (pursuant to the European Union (Alternative 
Investment Fund Managers) Regulations 2013 (as amended).

The L&G Stewardship Team acts on behalf of all such locally authorised entities.


