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Today’s agenda 

Why has the energy sector been out of favour?01
The energy system - state of play, pace of change and investment 02
Conventional and renewable energy market dynamics and valuations03



Global Energy Sector 

3

Weight of energy in MSCI World Index (%) ACWI and World Energy return on capital & dividend yields

Percentage weight of energy in broad market back to below end of 2000 levels

Source: Bloomberg, January 2025.
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Market concentration is at unprecedented levels
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Source: J.P. Morgan US Equity Strategy and Quantitative Research. As at 31st December 2024.  Past performance is not a guide to future performance and may not be repeated
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Significant volatility has entered the technology sector
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Whereas energy/energy transition volatility has become much more subdued

Source: Bloomberg – 28 January 2025 
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The global energy system is unsustainable in its current state
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We must still find a way to produce more energy in a more sustainable way

Global greenhouse emissions and warming scenarios History of energy crises by type, severity and scope
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Global emissions must fall 
by 33% from 2010 levels by 2030 

to limit climate change to 
2°C – but they are still increasing…
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1The emissions gap represents the difference between the emissions countries have pledged to reduce and the emissions that need to be reduced to limit global temperature increases to below 1.5°C or 2°C. 
Source: Climate Action Tracker, UNEP, Climate Change 2014: Mitigation of Climate Change, IPCC Working Group III , Schroders – 31 December 2024.



Electricity demand growth continues to look very robust 
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Developed market load growth is starting to inflect and forecast growth is very strong

Source: Schroders, IEA, Our World in Data, BNEF, EIA, IHS – 28 February 2025.

Growth rates of electricity demand in 
selected regions

Historic and forecast US electricity demand Forecast global electricity demand by 
growth driver
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Power demand is 
starting to reach an 

inflection point, 
especially in developed 

markets…

+9%

+55% Electricity demand 
is expected to double 

by 2040… 

3YA growth rate (%) TWh TWh
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Today 2030 2035 2040

Renewables and 
battery storage

Existing nuclear 
restarts

New gas turbines and 
peaker plants

New nuclear (inc. 
SMRs)

Renewables remain an attractive choice to meet new demand
Renewables continue to be both cost effective and quick deploy around the world

Source: BNEF, IEA, IRENA, Lazard, Thunder Said Energy Schroders – 28 February 2025. Please note LCOPE and firm clean power generation costs can vary significantly due to a variety of factors, including CO2 
price, interest rates, efficiency, utilisation, interconnection cost, battery cost, etc. 
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Renewables remain an attractive choice to meet new demand
This is clear when looking at the underlying demand trends across key markets

Source: BNEF, IEA, IRENA, Lazard, Thunder Said Energy Schroders – 28 February 2025.
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Germany had record wind auctions in 
2024… These bids are expected to be 
developed over the next few years…
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We continue to see strong demand 
for renewable power globally from 
corporates… Especially from global 

technology companies…

GW

Almost 75% of the power 
capacity planned in the US over 
the next five years is solar and 
batteries… There is currently no 
planned nuclear coming online in 

the next five years… 
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Consumer-focused markets are showing signs of stability
End-demand is still subdued but companies have seen an improvement in earnings 

Source: Schroders, Bloomberg, BNEF, InsideEVs, Company Data – 28 February 2025.

Historic and forecast global electric vehicle 
sales by region
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Electric vehicle demand outside of China 
has been flat to down over the last few 

years… But there are signs of stabilisation and 
new, cheaper vehicles should drive growth 

moving forward…

Electric vehicle sales (m) GWh supply ratio (%) Quarterly growth (%)

Weak demand but continued supply has created 
overcapacity in the battery market… Utilisation is 

expected to improve beyond this year as demand 
picks-up and new supply slows…

We are starting to see stabilisation 
in company earnings across 
consumer-focused markets…



Increased cash generation allows for potential capital returns 
We are seeing increasingly attractive cash flow and dividend yields across the space

For illustrative purposes only and should not be viewed as investment guidance. Stocks shown are for illustrative purposes only and not a recommendation to buy/sell.
Source: Bloomberg, Schroders – 28 February 2025.
Note: ¹Schroder ISF Global Energy Transition USD I Shares Net. 2Represents two year forward estimated yield on an ex-cash basis. 3Average represents an equally weighted average for selected companies in 
the Schroder Global Alternative Energy ‘tracked universe’, which is comprised of selected companies from the ‘full universe’ with available data. 

2YF free cash flow yields across portfolio 
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The sector currently offers 

relatively attractive 
dividend yields…

Renewable 
equipment is 

starting to 
offer real 

underlying 
cash value…

Past performance is not a guide to future performance and may not be repeated. The value of investment can go down as well as up and is not guaranteed. The return may increase or decrease as 
a result of currency fluctuations. 
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Long-term demand will fall as electric vehicles become prevalent
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Base case EV adoption and impact on oil product demand
Long term oil demand (EV and fuel cell scenario)

But demand is likely to remain fairly robust in the mid-term

Source: Bloomberg, Bernstein, Schroders – January 2025.

Aggressive case EV adoption and impact on oil product demand
Long term oil demand (EV and fuel cell scenario)
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Global oil and product inventories
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Source: GS, Schroders estimates – February 2025

Crude and products inventory changes by region Global oil inventories (commercial mln bls)

Inventories are below normal, but they are expected to build during Q2



US oil production
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US total oil production (Mb/day)

Year-on year-production growth is slowing

US production growth (y-o-y, Mb/day)

Source: MS, EIA – February 2025
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Capital discipline and redirection of capital

Global oil and gas capital expenditure vs. oil price

Increasing risk of supply gap due to lack of investment

Source: Schroders, RBC, company data – 15 January 2025.

Listed oil company return to shareholders vs. spending
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Demand is likely the key variable to watch in the short-term
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Global oil market – supply/demand balance
Million barrels/day

Soft demand and non-OPEC supply suggest well-supplied market for 2025

Source: Schroders (f), Energy Aspects (a) – February 2025.
* Current OPEC production

2023A 2024A 2025F 2026F 2027F

Demand 102.1 103.0 102.6 103.2 104.1
OECD demand 45.9 46.0 45.2 45.2 45.3
Non-OECD demand 56.2 57.0 57.4 58.0 58.8
Non-OPEC supply 69.3 70.3 71.0 70.9 70.7
Non-OPEC excluding N. America 40.8 40.9 41.6 41.8 41.5
North America 28.5 29.4 29.4 29.1 29.2
OPEC NGL’s/condensates 5.0 5.0 5.0 5.0 5.0
Call on OPEC crude 27.8 27.7 26.6 27.3 28.4
Actual OPEC (*) 27.5 27.0 27.4 27.4 27.4
Stockbuild -0.3 -0.7 0.8 0.1 -1.0
Absolute change (m bls) -109.5 -255.5 292.0 36.5 -365.0
OPEC operational spare capacity 5.3 6.0 6.1 6.1 6.1
Percentage of global demand 5.2% 5.8% 5.9% 5.9% 5.9%
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Gas market outlook

U.S. power generation by source (percentage of total market)

As coal gets displaced both gas and renewables share increases over time

Source: EIA, Schroders – January 2025.

15.90%

42.40%

18.30%

5.50%

15.70%

2.20%0.00%

10.00%

20.00%

30.00%

40.00%

50.00%

60.00%

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Coal Gas Nuclear Hydro Solar + Wind Other



Global gas market

Announced coal and nuclear reactor retirements

US gas market - 2025 sees a large amount of LNG exports and coal retirements 

Source: EIA, Schroders. January 2025.
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LNG demand will continue to remain strong going forward
LNG demand is forecast to grow strongly – Europe and China are big markets

Source: Bloomberg, company data, Schroders – January 2025.

Global LNG demand
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Russian gas developments have had a major impact on the market
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Russian sourced gas is largely replaced with US LNG volumes

Source: Schroders, Bernstein – January 2025.
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Future demand is likely to outweigh supply in the medium-term

Global gas reserves by country (Tcf)

A significant increase activity is needed to meet future demand requirements

Source: Schroders, EA, EIA – January 2025.
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Energy equity valuations

ACWI vs World Energy - ROIC & dividend yields

Valuations overall look attractive versus the wider equity market

Source: Bloomberg, Schroders – 28th February 2025. 1Average represents an equally weighted average for selected companies in the SISF Global Energy universe. 2Wider market as defined by MSCI ACWI. For 
illustrative purposes only and should not be viewed as a recommendation to buy or sell. 

Relative 2YF EV/EBITDA against wider market
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Energy equity valuations

Average sub-sector 2YF EV/EBITDA1 

Valuations look very reasonable on an absolute and relative basis

Source: Bloomberg, Schroders – 28th February 2025. 1Average represents an equally weighted average for selected companies in each sector within the SISF Global Energy universe. For illustrative purposes 
only and should not be viewed as a recommendation to buy or sell. 

Average sub-sector 2YF EV/EBITDA vs EBITDA growth1
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3YR EBITDA CAGR (%)
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Alternative energy valuations

Average alternative energy sector 2YF EV/EBITDA

Valuations have returned to attractive levels on an absolute and relative view

Past performance is not a guide to future performance and may not be repeated. The value of investment can go down as well as up and is not guaranteed. The return may increase or decrease as 
a result of currency fluctuations. For illustrative purposes only and should not be viewed as investment guidance. Source: Bloomberg, Schroders – 31 March 2025. *Average represents an equally 
weighted trimmed average for selected companies in the Schroder Global Alternative Energy ‘tracked universe’, which is comprised of selected companies from the ‘full universe’ with available data. Based on 
consensus estimates and consensus growth rates using Bloomberg Data.
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Alternative energy valuations

Average sub-sector 2YF EV/EBITDA1 

Valuations have improved across most sub-sectors following recent weakness

Past performance is not a guide to future performance and may not be repeated. The value of investment can go down as well as up and is not guaranteed. The return may increase or decrease as 
a result of currency fluctuations. For illustrative purposes only and should not be viewed as investment guidance. Source: Bloomberg, Schroders – 31 January 2025. 1Average represents an equally 
weighted average for selected companies in each sector within the Schroder Global Energy Transition ‘tracked’ universe, which is comprised of selected companies from the ‘full universe’ with available data. 
Valuation range shown from 31 December 2018 to 31 January 2025. Forward earnings growth expectations based on consensus estimates and consensus growth rates using Bloomberg Data. 

Average sub-sector 2YF EV/EBITDA vs EBITDA growth1

2YF EV/EBITDA

2YR EBITDA Growth (%)
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Risk considerations
– Concentration risk: The fund may be concentrated in a limited number of geographical regions, industry sectors, markets and/or individual positions. This may result in 

large changes in the value of the fund, both up or down.

– Counterparty risk: The fund may have contractual agreements with counterparties. If a counterparty is unable to fulfil their obligations, the sum that they owe to the 
fund may be lost in part or in whole.

– Currency risk: The fund may lose value as a result of movements in foreign exchange rates, otherwise known as currency rates.

– Currency risk / hedged share class: The currency hedging of the share class may not be fully effective and residual currency exposure may remain. The cost associated 
with hedging may impact performance and potential gains may be more limited than for unhedged share classes.

– Derivatives risk: Derivatives, which are financial instruments deriving their value from an underlying asset, may be used to manage the portfolio efficiently. A derivative 
may not perform as expected, may create losses greater than the cost of the derivative and may result in losses to the fund.

– Liquidity risk: In difficult market conditions, the fund may not be able to sell a security for full value or at all. This could affect performance and could cause the fund to 
defer or suspend redemptions of its shares, meaning investors may not be able to have immediate access to their holdings.

– Market risk: The value of investments can go up and down and an investor may not get back the amount initially invested.

– Operational risk: Operational processes, including those related to the safekeeping of assets, may fail.  This may result in losses to the fund.

– Performance risk: Investment objectives express an intended result but there is no guarantee that such a result will be achieved. Depending on market conditions and 
the macro economic environment, investment objectives may become more difficult to achieve.

– Sustainability risk: The fund has the objective of sustainable investment. This means it may have limited exposure to some companies, industries or sectors and may 
forego certain investment opportunities, or dispose of certain holdings, that do not align with its sustainability criteria chosen by the investment manager. The fund 
may invest in companies that do not reflect the beliefs and values of any particular investor.
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Important information
Marketing material for professional clients and qualified investors only
This document does not constitute an offer to anyone, or a solicitation by anyone, to subscribe for shares of Schroder International Selection Fund (the “Company”). Nothing in this document should be 
construed as advice and is therefore not a recommendation to buy or sell shares. An investment in the Company entails risks, which are fully described in the prospectus.

Subscriptions for shares of the Company can only be made on the basis of its latest Key Investor Information Document and prospectus, together with the latest audited annual report (and subsequent 
unaudited semi-annual report, if published), copies of which can be obtained, free of charge, from Schroder Investment Management (Europe) S.A. Please see overleaf for where country specific information 
can be obtained.

Some share classes may not be available in all jurisdictions where the sub-fund is registered. To the extent share classes are not available, this document must not be issued, circulated or distributed other than 
in circumstances which do not constitute an offer to the public and in accordance with applicable local law and regulation.

Any reference to sectors/countries/stocks/securities are for illustrative purposes only and not a recommendation to buy or sell any financial instrument/securities or adopt any investment strategy. The 
material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations.

Schroders may decide to cease the distribution of any fund(s) in any EEA country at any time but we will publish our intention to do so on our website, in line with applicable regulatory requirements.“

The fund has the objective of sustainable investment within the meaning of Article 9 of Regulation (EU) 2019/2088 on Sustainability-related Disclosures in the Financial Services Sector (the “SFDR”). 

Past Performance is not a guide to future performance and may not be repeated. The value of investments and the income from them may go down as well as up and investors may not get back 
the amounts originally invested. Exchange rate changes may cause the value of investments to fall as well as rise.

Schroders has expressed its own views and opinions in this document and these may change. Information herein is believed to be reliable but Schroders does not warrant its completeness or accuracy. 

This document may contain “forward-looking” information, such as forecasts or projections. Please note that any such information is not a guarantee of any future performance and there is no assurance that 
any forecast or projection will be realised.

Any third party data including MSCI data is owned or licensed by the data provider and may not be reproduced or extracted and used for any other purpose without the data provider's consent. Third party 
data is provided without any warranties of any kind. The data provider and issuer of the document shall have no liability in connection with the third party data. The terms of the third party’s specific 
disclaimers, if any, are set forth in the Important Information section at www.schroders.com.

For data attributed to FTSE International Limited (“FTSE”) © FTSE (2021). “FTSE®” is a trade mark of London Stock Exchange Plc and The Financial Times Limited and is used by FTSE International Limited 
under licence. All rights in the FTSE indices and / or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and / or FTSE 
ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent.

For data attributed to © 2021 Morningstar UK Ltd. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; 
and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past performance 
is no guarantee of future results. For more detailed information about Morningstar's Analyst Rating, including its methodology, please go to: 
http://corporate.morningstar.com/us/documents/MethodologyDocuments/AnalystRatingforFundsMethodology.pdf For disclosure and detailed information about this fund please refer to full Morningstar 
Global Fund Report

Schroders will be a data controller in respect of your personal data. For information on how Schroders might process your personal data, please view our Privacy Policy available at 
www.schroders.com/en/privacy-policy/ or on request should you not have access to this webpage. For your security, communications may be recorded or monitored. 
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