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Opportunities in the smart cities space are thriving across the globe. However, picking the right option can be tricky for the 

conservative investor. Nevertheless, this is an area that could throw up sizable opportunities in grid-integrating batteries, smart 

meters and district heating for those hunting stable, long-term investments. 

Batteries 

With the market move towards renewable energy, the issue of energy storage has long been a source of interest for investors 

and developers alike. 

In the UK, the energy regulator Ofgem and the government's Department for Business, Energy and Industrial Strategy (BEIS) 

have proposed legislative changes to ensure electricity storage is classified as a form of generation for subsidy purposes and 

have sought to simplify the planning regime. These changes to regulations are very favourable to investing in new grid batteries, 

and they align with the government's goal of reducing the country's reliance on carbon emitting technologies. If the shift to 

renewables is to be an unqualified success, economies need to resolve the issue of green energy being produced at the times of 

day that do not align with highest energy usage. 

Selected battery storage deals 2016-2018 

 

Source: inspiratia | datalive 

Santander is one group that is backing plans to address this by committing £28.5 million (€32.1m US$39.3m) worth of funds to a 

UK battery storage developer, Battery Energy Storage Solutions (BESS), which it signed off this January. BESS is using the debt  

 

Smart cities: searching for smart 

investments 
While many of the opportunities for investment in smart cities are currently more venture focused, there is room for the 
more risk-averse to join the fray 
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financing to deploy a 100MW pipeline of grid-scale battery storage assets by the end of 2018. As the technology in the sector is 

further researched and refined, investments in this area will only continue to be more effective. 

Smart meters 

Smart meters are becoming a part of everyday life, both for individuals at home and for businesses. They show us how we can 

make energy efficiencies, but they are also being integrated with water and waste management, to show big industries where 

they can cut costs. As such, they have been a highly successful technology, and investment in the area keeps growing. 

Domestic smart meter installations by large suppliers 
 

 

Source: Department for Business, Energy & Industrial Strategy UK | inspiratia 

In part, this is down to smart meters drawing significant backing from government. A recent success story was established in Q4 

of 2017, as Smart Metering Systems (SMS) refinanced a £280 million (€312.6m US$373.1m) revolving credit facility, as well as 

raising £150 million (€167.4m US$199.9m) in shares. Altogether, this will allow SMS to install 2.5 million smart meters across the 

UK. 

In Infracapital's 2017 US$1.3 billion (£ 1bn €1.2bn) sale of its Calvin Capital smart metering business to KKR in the UK, the 

private equity group showed huge enthusiasm from the start.  Scott Nuttall, KKR's Global Head of Capital and Asset 

Management, cited the "high recurring revenue, visible growth opportunity from recent regulatory changes and attractive financial 

profile" as good reasons to get involved with this kind of deal. 

District heating 

While Sweden, Denmark and Germany have already begun to combine technology with heat networks, smart district heating is 

still a little way off in terms of being a financially viable long-term option for most investors. 

However, the traditional model of district heating is establishing a foothold in the UK and, with government backing, it aims to 

bring down emissions by making use of industrial by-products. The newly-privatised Green Investment Group estimates that, 

across the UK, district heating systems offer a potential investment opportunity of over £500 million (€564.12m US$690.83m) to 

2020. 

This is partially because, while there is enormous use of district heating systems across the continent, the UK lags behind. The 

schemes have raised concerns over unfair pricing, competition, and inefficiencies. That is not to say that there is nothing to 

interest prospective investors currently in this country. On the contrary, with the UK government keen to develop this field and 

learning from Europe's successes, there are excellent opportunities arising in the British energy network industry. 
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"Over the last few years, as bonds and equities have become less attractive, we have seen institutional investors turning their 

attention to assets classes previously viewed as specialist investment plays; there is certainly money out there chasing district 

heating schemes," says Nicholas Taylor, partner at DAC Beachcroft. 

In August 2017, Vital Energi won a £15 million (€16.84m US$20.82m) contract with Enfield Council to deliver heat to 30,000 

homes and businesses in the area, and in July 2016 the London based renewables investor, Low Carbon took a majority stake in 

heat and power developer Energy Networks Europe, with a £10 million (US$13.11m €11.90m) project pipeline representing 

100MWth across 19 sites in the UK. 

On the other hand, the European energy networks industry is well established as a mature market, and so there are brownfield 

opportunities aplenty. Last month [January 2018] Cube Infrastructure commenced the process of selling off its French district 

heating company, Idex; in June 2017 Nordic investor Infranode agreed to acquire an 

interest in Akershus Energi Varme, a Norwegian district heating company; and in May 2017 

AMP Capital provided a SEK 1.47 billion (£130m €150m US$169m) mezzanine debt facility 

to Solor Bioenergy's portfolio of 43 operational district heating assets.  

It seems likely that UK district heating will rapidly evolve into a brownfield market as its 

popularity spreads. 

"A number of these schemes are essentially being made oven ready for secondary market 

deals; once they have verifiable performance and consumption data and a verifiable income stream, given the life cycle of these 

projects, we expect secondary deals in the UK three to five years after set up, so we'd expect to see the first few in the next two 

to three years," says DAC Beachcroft's Taylor. 

Investors who begin to get behind this trend in the UK now will reap the rewards as these schemes become the norm, as they are 

in Europe, and will be storming ahead when smart district heating takes off in Britain. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

inspiratia is a powerful business development tool for practitioners in the global infrastructure and renewables sectors.  Its 

specialist teams are uniquely qualified to deliver precise, timely and insightful analysis, forecasts and business information 

supporting clients to identify opportunities, trends, scenarios and risks.   

Its briefings and webinar series offer instant access to decision-makers, content-rich presentations and debate with industry 

leaders covering the most critical issues and challenges affecting the infrastructure and renewables sectors.  For more 

information or a demonstration of the service we offer, please contact us (info@inspiratia.com) (+44(0)2073519451).  
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