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The Intergovernmental Panel on Climate Change’s (IPCC) recently released report projected that global warming will 
exceed its preferred 1.5°C target during the 21st century under current global policy settings and could even reach 2.7°C 
by the turn of the century. The rapid intensification of climate change has propelled a dynamic energy transition amid a 
broader acceptance that “it is never too late to be wise,” and government policies, technological developments, and 
international cooperation have advanced renewable infrastructure from niche to mainstream. In this first installment on 
investing in renewables within the emerging markets, we address the challenges and investment opportunities that exist 
across India and Southeast Asia. Our next instalment will cover the opportunities and challenges in Latin America. 

 

Renewables: Front and Center in the Energy Transition 

Our opening quote alludes to the severity of the challenges due to climate change. Yet, to the casual observer, the climate 
impact from single degrees of temperature increases over several decades can be difficult to conceptualize. The IPCC 
report extrapolates how these events may evolve in a warmer future with more extreme weather events (Figure 1). The 
intersection of current observations and future projections points to an energy transition that is underway with highly uneven 
progress. 

FIGURE 1: THE EFFECTS OF A WARMING WORLD 

 
Source: PGIM Fixed Income and IPCC. For informational or educational purposes only. Projections are not guaranteed, and actual 
results may vary. 
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One area of the energy transition that is seeing the greatest progress is the adoption of renewables, which are cheaper 
than fossil fuels for three quarters of the world by GDP (coal was the cheapest for most of the world as recently as 2014). 
More renewable power was added to the grid over the last seven years than fossil fuels and nuclear power combined 
(Figure 2). Given its crucial role in driving positive environmental change, we have been overweight the renewables sector 
since its emergence in the Asian public debt markets in 2017. 

FIGURE 2: GLOBAL SHARE OF ANNUAL CAPACITY INSTALLATIONS FOR RENEWABLES 

 
Source: International Renewable Energy Agency’s World Energy Transitions Outlook 2021. For informational or educational purposes 
only. 

Debt Financing in Renewables 

The International Renewable Energy Agency (IRENA) sees $98 trillion of global energy investment by 2050 in the 1.5°C 
global warming scenario, of which $24 trillion will be redirected from fossil fuels to energy transition technologies. Not only 
does this imply a near doubling of annual energy investment, but the share of debt capital will need to increase to 57%, 
from the current 44%. IRENA estimates that every $1 spent on the energy transition should yield benefits, valued at around 
$2 to $5.5, derived from reduced externalities due to improvements in human health and the environment. Although the 
current set of global policies remains sub-optimal, they imply $3.5 trillion of annual investment by 2030, of which 16% ($566 
billion/year) is set to land in the debt capital markets (Figure 3). 
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FIGURE 3: TOTAL AVERAGE ANNUAL INVESTMENT BY SOURCE AND TYPE OF FINANCING 

 
Source: International Renewable Energy Agency’s World Energy Transitions Outlook 2021. 

India 

India is undergoing a rapid energy transition. A target of 450GW in renewable capacity by 2030 requires India to increase 
capacity by 35 to 40 gigawatts/year, which translates to capital investments of around $25 billion annually, indicating a 
substantial increase from the $6 billion in financing that closed in the first half of 2021 (Figure 4). 

FIGURE 4: INDIA: RENEWABLE CAPACITY 2030 TARGETS 

 

Source: Ministry of Renewable Energy, PGIM Fixed Income estimates. The estimates contained herein are based on and/or derived 
from publicly available information from sources that PGIM believes to be reliable. We do not guarantee the accuracy of such sources 
or information. This outlook, which is for informational purposes only, sets forth our views as of this date. The underlying assumptions 
and our views are subject to change. Past performance is not a guarantee or a reliable indicator of future results. 

The International Energy Agency (IEA) believes a net-zero emissions target may be possible by the mid-2060s in India, 
even amid a potential quadrupling in power demand over the next three decades. While these targets pose a significant 
challenge, India has experience in developing renewables at scale, having surpassed 100GW in renewable capacity 
(excluding large hydro) in August from just 40GW six years ago. 
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Importantly, the government has supported regional distribution companies - to whom renewable energy companies sell 
most of their power - under a liquidity infusion scheme of around 1.4 trillion rupees ($18 billion), and in June approved a 3-
trillion-rupee ($42 billion) power distribution scheme linked to reform initiatives to be deployed over the next three to four 
years. This indirect support to renewable companies improves upon past attempts to resolve deeply-entrenched issues in 
the financially-challenged distribution sector, although a lasting solution will require structural improvements on collection 
efficiency and transmission loss. 

Key policy priorities will also include spurring investments into energy storage to address intermittency of renewable assets 
and the development of a domestic solar manufacturing industry. Integration challenges arising from state grids, project 
cancellations (especially in wind), issues with the auction process, and the retirement of inefficient fossil fuel plants are 
major challenges that will remain in policymakers’ view. 

Debt valuations and credit fundamentals were resilient for renewable companies through the worst of last year’s slowdown, 
notwithstanding some variabilities in wind asset performance. The increased equity cushion in these issuers is underscored 
by ReNew Power’s SPAC listing this year at an $8 billion valuation against $620 million in EBITDA. Azure Power, listed in 
the U.S. since 2016, has seen its valuation multiples break out of its historical range of 10-16x this year. Renewable 
companies have attracted high-quality shareholders - including sovereign wealth funds, global financial firms, and at least 
one major oil company - to invest in multiple tranches in recent years, providing a robust source of capital amid expectations 
for more IPOs to follow. Meanwhile, bond structures have ever-tighter cashflow waterfalls, built-in partial amortization, 
collateralization by onshore assets and generally increasing cashflows derived from entities under central government 
(rather than regional) control. Bonds are trading in the 250-350 bps spread range, reflecting broader sector pricing among 
mid-tier and strong BB-rated companies, with the market comfortably absorbing the $2.6 billion in net issuance in 2021 
year-to-date ($4.8 billion gross), as compared with $3 billion in 2019. 

Southeast Asia 

India’s rapid transition stands in contrast to the countries in Southeast Asia, which are on a slower track given that coal-
fired generation is still largely the cheapest form of energy in the region. As of 2019, Southeast Asia’s capacity mix was 
29% renewables (around one-fifth of which consisted of hydro), while coal and gas represented around one-third of the 
market. Of the region’s 77GW in installed renewables capacity Thailand and Vietnam have the highest penetration of wind 
and solar at 11% and 10%, respectively. As such, we have seen relatively few deals coming from the region, except for 
Singapore-based Vena Energy, which has a diversified portfolio of assets in Asia. 

While issuance has a long way to go, we have seen pledges from the official sector to scale up the renewables sector. 
Vietnam has been the most aggressive with large renewable energy targets, and it was responsible for over 70% of the 
$22 billion in asset finance for renewable capacity builds between 2018 and 2020. It is expected to add 28GW between 
2020 and 2023, compared to just 2-3GW in other large economies in Southeast Asia. The Philippines targeted 30GW in 
renewable energy by 2040 and announced a moratorium on coal-fired projects. Malaysia and Indonesia targeted 31% and 
23% in renewable energy contribution by 2025, respectively, while Thailand targeted 18.7GW in renewable capacity 
additions by 2037. 

Conclusion 

The climate change imperative is clearer than ever, and we continue to favor the renewables sector given its core role in 
the energy transition. We see value in Indian renewables, which have had the lion’s share of issuance out of South and 
Southeast Asia, and expect steady returns backed by resilient operational performance, growing importance of the sector, 
policy support, and a solid shareholder base. Bond and issuer selection remains key, however, given the varying structures 
and collateral pools. We also participate in transactions out of Southeast Asia, which are well received given the 
diversification value and national-level pledges to reduce emissions. 

 

This material reflects the views of the author as of October 14, 2021 and is provided for informational or educational purposes only. 
Source(s) of data (unless otherwise noted): PGIM Fixed Income. 
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Important Information 
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is not affiliated in any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated 
in the United Kingdom.  Prudential, PGIM, their respective logos, and the Rock symbol are service marks of PFI and its related entities, registered in many jurisdictions 
worldwide. 
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obtained from sources that PGIM Fixed Income believes to be reliable as of the date presented; however, PGIM Fixed Income cannot guarantee the accuracy of such 
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do we make any express or implied warranties or representations as to the completeness or accuracy or accept responsibility for errors.  All investments involve risk, 
including the possible loss of capital. These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial 
instrument or an y investment management services and should not be used as the basis for any investment decision.  No risk management technique can guarantee 
the mitigation or elimination of risk in any market environment.  Past performance is not a guarantee or a reliable indicator of future results and an investment could 
lose value.  No liability whatsoever is accepted for any loss (whether direct, indirect, or consequential) that may arise from any use of the information contained in or 
derived from this report.  PGIM Fixed Income and its affiliates may make investment decisions that are inconsistent with the recommendations or views expressed 
herein, including for proprietary accounts of PGIM Fixed Income or its affiliates. 

The opinions and recommendations herein do not take into account individual client circumstances, objectives, or needs and are not intended as recommendations 
of particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding the suitability of any securities, 
financial instruments or strategies for particular clients or prospects.  For any securities or financial instruments mentioned herein, the recipient(s) of this report must 
make its own independent decisions. 

Conflicts of Interest: PGIM Fixed Income and its affiliates may have investment advisory or other business relationships with the issuers of securities referenced herein.  
PGIM Fixed Income and its affiliates, officers, directors and employees may from time to time have long or short positions in and buy or sell securities or financial 
instruments referenced herein.  PGIM Fixed Income and its affiliates may develop and publish research that is independent of, and different than, the 
recommendations contained herein. PGIM Fixed Income’s personnel other than the author(s), such as sales, marketing and trading personnel, may provide oral or 
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Additional information regarding actual and potential conflicts of interest is available in Part 2A of PGIM Fixed Income’s Form ADV. 

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR. PGIM Limited 
is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom (Firm Reference Number 193418). In the European Economic Area 
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(Singapore) Pte. Ltd., a Singapore investment manager registered with and licensed by the Monetary Authority of Singapore. In Japan, information is presented by 
PGIM Japan Co. Ltd., registered investment adviser with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is 
licensed to provide discretionary investment management services directly to South Korean investors. In Hong Kong, information is provided by PGIM (Hong Kong) 
Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 (paragraph 
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留意事項  
 

※本資料はPGIMフィクト・インカムが市場動向に関する情報提供としてプロの投資家向けに作成したものです。PGIMフィクスト・インカムは、⽶国SECの登録投資顧問会
社であるPGIMインクの債券運⽤部⾨です。 
 
※本資料は情報提供を⽬的としたものであり、特定の⾦融商品の勧誘⼜は販売を⽬的としたものではありません。また、本資料に記載された内容等については今後変更
されることもあります。 
 
※記載されている市場動向等は現時点での⾒解であり、これらは今後変更することもあります。また、その結果の確実性を表明するものではなく、将来の市場環境の変動
等を保証するものでもありません。 
 
※本資料に記載されている市場関連データ及び情報等は信頼できると判断した各種情報源から⼊⼿したものですが、その情報の正確性、確実性について当社が保証す
るものではありません。 
 
※過去の運⽤実績は必ずしも将来の運⽤成果等を保証するものではありません。 
 
※本資料は法務、会計、税務上のアドバイスあるいは投資推奨等を⾏うために作成されたものではありません。 
 
※当社による事前承諾なしに、本資料の⼀部または全部を複製することは堅くお断り致します。 
 
※“Prudential”、“PGIM ”、それぞれのロゴおよびロック・シンボルは、プルデンシャル・ファイナンシャル・インクおよびその関連会社のサービスマークであり、多数の国・地域で登
録されています。 
 
※PGIMジャパン株式会社は、世界最⼤級の⾦融サービス機関プルデンシャル・ファイナンシャルの⼀員であり、英国プルーデンシャル社とはなんら関係がありません。 
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