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Box 4.1. The Transatlantic Energy Economy

U.S. and European firms are deeply embedded in each other’s traditional and renewable energy
markets - through trade, foreign investment, cross-border financing, and collaboration in research
and development.

Over the years, foreign companies have invested roughly $400 billion in U.S. energy-related industries.
In 2018, FDI in the U.S. energy industry directly supported 173,500 U.S. jobs, contributed $1.2 billion
in R&D and generated $5.7 billion in U.S. exports.? European companies have been among the largest
investors, and German companies by far are the leading source of foreign direct investment in the U.S.
energy economy. Over the past decade, German firms were behind about 16% of the 830 greenfield
investment projects in the U.S. energy sector (Table 8). Other notable European investors include
France (9%), the UK (8%), and Spain (7%).

Table 8 Top Sources of Inward FDI in U.S. Energy
830 Total Announced Greenfield Projects, October 2010 - September 2020
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Source: SelectUSA, U.S. Department of Commerce.
Data as of November 2020.

In particular, renewable energy has become an increasingly important sector in terms of FDI. As
shown in Table 9, renewable energy projects outpaced traditional energy investments in 2020 for
the first time in history. Despite the coronavirus recession, renewable energy investments proved
to be relatively resilient during 2020. According to the Financial Times’ investment monitor, fDi
Markets, renewable energy FDI fell 11% in 2020, versus an overall 40% drop in FDI across all industries.
“Greenfield investment” (or investment in new assets) in the coal, oil and gas industries, meanwhile,
dropped by over 62% in 2020. The United States and the U.K were the top countries for renewable
energy FDI announcements, while wind and solar were the top sectors. The fastest growing region
was Europe, with greenfield FDI into European renewable projects rising by 70% last year, driven by
the UK, France, Poland, Portugal, Italy and Ireland.
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Table 9 Renewables vs. Traditional Energy Investment
Announced Greenfield FDI (Millions $)

B Coal, oil and gas M Renewables

Source: Financial Times, fDi Markets.

Data as of February 2021.

Growing interest in sustainable investing has been a key area of support for the sector. According
to data from Bloomberg, social, sustainability and green bond issuance surged 31% in 2020 to $742
billion (Table 10). These include debt issued for social projects, such as job support, as well as for
environmental causes. Sales of green bonds last year rose 13% to $304 billion. Europe and the United
States made up over 80% of all green bonds issued in 2020, and 78% of all sustainable debt issuance.

Table 10 Sustainable Debt Issuance Hits Record High in 2020
Global Sustainable Debt Issuance (Billions $)

W Europe M US. Other

Data includes sales of green, social and sustainability bonds, sustainability-linked bonds, green loans, and sustainability-
linked loans.

Source: Bloomberg New Energy Finance.

Data as of January 202].
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In terms of international trade, U.S. energy exports slumped in 2020 on account of the pandemic-
induced slowdown in global travel. That said, U.S.-EU trade in energy products is still much higher
today than a few years ago. Rising domestic and foreign investments in the U.S. energy economy, as
well as a liberalization of energy trade policy, have helped propel the United States to become a top
producer and exporter of energy. Monthly liquefied natural gas (LNG) exports from the United States
to Europe dipped in 2020, but still averaged 65 billion cubic feet for the year, up from 57 billion cubic
feet in 2019 (See Table 11).

Table 11 U.S. Liquefied Natural Gas (LNG) Exports to the UK and EU Countries
Million Cubic Feet (6 month moving average)

2016 2017 2018 2019 2020

Source: U.S. Energy Information Administration.
Data as of February 202].

U.S. and European companies will be critical to the development of a cleaner energy future. The EU’s
ambitious European Green Deal outlines a wide set of initiatives ranging from the de-carbonization
of the energy sector, development of cleaner modes of transport, renovation of buildings to reduce
energy use, and investments in the circular economy. The plan will require trillions of euros in
investments to achieve the ambitious target of making the continent climate neutral by 2050. More
recently, policymakers in the EU reached an agreement in November for a €1.8 trillion package from
2021-2027 to “rebuild a greener, more digital and more resilient Europe.”® According to data tracked
by Rhodium Group, stimulus spending commitments for “green” initiatives made up 15% of total
COVID-19 stimulus announced by the EU and its member states’ governments in 2020.4

Largely unnoticed by media and politicians, U.S. companies in Europe have become a driving force
for Europe’s green revolution, especially through the addition of wind and solar capacity on the
continent. Since 2007, U.S. companies have been responsible for more than half of the long-term
renewable energy agreements in Europe. As shown by Table 12, U.S. companies account for four of
the top five purchasers of solar and wind capacity in Europe.
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Table 12 Top Purchasers of Renewable Energy in Europe, 2007-2020 (Megawatts)
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Source: Bloomberg New Energy Finance.
Data as of January 2021.

Meanwhile, in the U.S., the new administration has made climate change a top priority, moving to
rejoin the Paris Climate Accord in early 2021. Future stimulus plans in the U.S. are likely to be focused
on rebuilding jobs through sustainable infrastructure development and clean energy. According to
the U.S. Energy Information Administration, the renewables share of electricity generation in the
United States is estimated to increase from 21% today to 42% by 2050.5

Supporting the discovery of future green technologies, government budgets for energy research,
development, and demonstration (RD&D) in the United States and Europe were $17 billion in
2019, according to the International Energy Agency - about double the amount spent in China.
Business-funded R&D has also become an increasingly important source of R&D in the United States
and Europe. A dynamic and innovative private sector should continue to drive investments and
innovations in renewable energy R&D over the coming decade.

Table 13 Total CO, emissions (MMtons CO,): Transatlantic Economy vs. the World

World U.S. and Europe
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*Global Carbon Project estimates for 2020.
Sources: Our World in Data; Global Carbon Project.
Data as of 2021.
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