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Dear Friends,



We are pleased to share with you the Invescore Business Report on ESG and Infrastructure Investing. 



As the global effort to save our planet gathers momentum and the nexus between technological 

innovation and financial virtue drives transformational change across corporate and industrial 

landscapes, we would like to take this opportunity to reinforce our commitment to responsible   

investing by helping our clients, stakeholders and partners to appreciate the nuances that characterise 

ESG investing particularly in the context of the infrastructure sector. 



This report provides an overview of various themes examined during an ESG-focused event recently 

hosted by Invescore. We hope that it will enable our readersto look at ESG investing through the lens of 

our accomplished guests - Jay Rhame, CEO at Reaves Asset Management, a leading global investor in 

essential services infrastructure, and Livio Gallo, Head of Infrastructure and Networks at Enel S.p.A., the 

world leader in renewable energy and smart grid solutions.



We believe that this publication is a timely contribution to the current debate on the key role that Saudi 

Arabia will play in addressing the principal environmental challenges that our planet currently faces. The 

launch of the Saudi Green Initiative two weeks ago epitomises this point, as it marked a renewed and 

powerful commitment towards responsible investing in the region and underpinned the Saudi 

leadership’s efforts to cultivate a sound and resilient green economy in Saudi Arabia and the wider GCC. 



We are honoured to have contributed to this broad effort through our various business endeavours   

such as our successful partnership with Reaves Asset Management, as well as through our historic 

relationship with Enel S.p.A.  



We are truly grateful to Jay and Livio for their time and valuable contribution. 



Yours truly,

Mubarak Al Khafrah


Chairman

Francesco Costanzo 


Chief Executive Officer
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The pandemic has brought long simmering concerns about climate change, the need for  

environmentally and socially responsible business and the importance of good governance to the fore. 

Indeed, the trickle of interest in sustainable development following the UN’s announcement of 

Sustainable Development Goals (SDG) in 2015 has grown into a stream of investment into firms 


with strong ESG credentials. 

For some businesses, managing ESG issues is now an integral part of their DNA; for others, it is still 

merely a check-box exercise. However, the increasingly destructive and demonstrable impact of 

climate change such as the frequency and viciousness of wildfires and hurricanes in recent years, 

has lent the trend a certain urgency - the pandemic has acted as an inflection point. 

To gain an insight into these questions and more, we sat down with Livio Gallo, Head of 

Infrastructure and Networks at Enel S.p.A and Jay Rhame, CEO Reaves Asset Management to 

explore the trajectory of this change and what we can expect going forward. In this exclusive, 

client-only report, we share their analysis and insights. 

More and more firms now view ESG issues as a business imperative, and more and more investors 

are turning to ESG investing as a means to hitting the triple bottom line of investing: delivering 

better returns for people, planet and profits. Analysing portfolios through the ESG lens has revealed 

that companies with high ESG ratings tend to outperform companies with lower ESG ratings, with 

the result that a qualitative objective, that of long-term financial growth now transcends the ethical 

imperative of ESG investing. As a consequence, billions have flowed into ESG-focused funds. 

Interview with 

Jay Rhame & 
Livio Gallo

How are firms, particularly energy firms, responding to this 
imperative?

What will the impact of this trend be? 

Where is the next big opportunity in ESG investing? 

How can investors identify future ESG champions? 
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Enel believes sustainability is crucial to 

mitigating the impact of climate change and 

controlling rising temperatures and therefore 

continues to build on a ‘clean energy first’ 

growth strategy. It is continuously developing 

solutions that connect its commitment to SDG 

to its financial results with a clear matrix of 

economic objectives mapped against the UN’s 

SDG framework. 

In 2019, its global infrastructure network 

accounted for 46% of its EBITDA of E17.9b and 

renewable energy generation for another 26%. 

Total shareholder returns (136% between 

2015-2019) exceeded two important benchmarks: 

FTSE MIB (46%) and Euro Stoxx Utilities (57%). 

Enel operates 50 million smart meters, serving 70 million customers in 35 countries across Europe 

and South America. As the world’s largest renewable player, it owns the largest global retail customer 

base and prides itself on its customer engagement track record. In particular, it encourages and 

enables its customers to play an active role in defining how the clean energy market is evolving.

To this end, during 2019, Enel reorganized its business under four pillars: 

Global Infrastructure and Networks: responsible 

for ensuring the reliability and quality of service to 

its customers through technology intensive, 

flexible and resilient networks.

Global Power Generation: an integrated 

business line set up to manage and accelerate 

the firm’s energy transition towards 

decarbonising the energy mix it delivers 

worldwide while maintaining the safety and 

capacity of its electrical systems. 

Enel X: acts as an electrification and 

decarbonization accelerator by helping 

customers use energy more efficiently. 

Retail: uses a platform model to improve 

customer satisfaction and experience and 

increase efficiency levels. 

Enel – 

Smart Courage
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Enel’s integrated business model is predicated 
upon managing the next big opportunity in the 

energy sector: enabling global ‘decarbonization’ 
by 2050 (EU energy transition target). In order to 
reduce the industry carbon footprint, argues 
Livio, it is extremely important to develop 
renewable energy opportunities; to increase the 
global presence of networks and to prioritise 
renewable generation investments in areas 
where returns are highest. 

Key to the fulfilment of this strategy is the idea of 
‘Futurability’ and the pivotal role of distributors in 
energy transmission. This will require building 
flexible distributed system operators (DSOs) 
capable of responding to the changing needs of 
communities and customers and platformisation 
of the energy sector via digitalisation, 
electrification and decentralisation;  

building a digital copy of its physical assets to 
track data from source to end-users with 
automated systems to monitor operations and 
address problems proactively.

Enel is investing in both of these processes, 
building on its existing first-mover advantage 
vis-a-vis its competitors by investing in the 
technological solutions needed to mine the 
deluge of data both DSOs and platforms will 
generate: algorithms and heuristic tools for 
analysis; data scientists to interpret and apply 
the results of the analysis. This will enable Enel to 
use access to vast amounts of real-time and 
historical data to develop solutions in response 
to emerging challenges; to identify weak spots in 
the grid, manage breakdowns pre-emptively; 
and develop solutions to improve reliability. 

Thus, a critical element of sustainable energy 

solutions is ‘innovative resilience’ or the ability 

to withstand dramatic or extreme weather 

changes. This will require investments in hard 

and soft solutions; in infrastructure and 

technologies; in Iron and in machine languages 

and artificial intelligence. It will require 

understanding weak signals from the 

environment and networks, focusing on 

maintenance and prevention as well as a 

regulatory landscape inclined towards 

embedding resilience in forward looking 

solutions. 

This level of investment is particularly 

important in order to deal with critical events 

such as the blackouts in California, a 

consequence of unsustainable pressure on 

grids due to extreme weather. 

It is bringing an innovative and resilient 

approach to disruptive new market dynamics 

by developing systems capable of withstanding 

extreme market conditions on the one hand, 

and delivering against ever rising customer 

expectations on the other. 

“This level of investment is particularly important in order to deal 
with critical events such as the blackouts in California, a consequence 

of unsustainable pressure on grids due to extreme weather.”
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Livio sees battery technology, especially giant 

fast reserve batteries capable of supporting high      

voltage lines, as critical to the pace of energy 

transition. He expects a 20-30% fall in the cost of 

batteries combined with rising efficiencies and 

decreasing volumes to drive greater usage, 

though this will require greater regulation which 

is not in place yet. 

Enel is working to combat climate change by 

delivering affordable clean energy, industry 

innovation and architecture as well as 

sustainable cities and communities in both 

urban and rural spaces. It’s ‘futurability’ projects 

include investments in digitalization of mega 

cities such as Bogota in Colombia and Peru in 

Argentina; smart networks in Sao Paolo; and 

sustainable energy projects across cities in Brazil, 

Peru and Argentina. It is future proofing cities 

using digitalization and cutting edge 

technologies to improve efficiency and quality of 

supply while developing off-grid and affordable 

energy and electrification solutions for rural 

communities. 

Enel has invested resource and capital in 

developing and building infrastructure, products 

and services that conform to strict regulatory 

requirements, meet customer expectations and 

adhere to ESG rules. And this ENEL has perfected 

this strategy, and is reflected investors put great 

faith in its strategy, is reflected in the company’s 

triple AAA MSCI rating.

It has created innovative business financing 

strategies such as Green and SDG Bond 

Frameworks linked to specific sustainability and 

decarbonization targets to build bona fide ESG 

credentials. Its offerings have been well-received 

by the markets as evidenced by significant 

oversubscriptions. The firm is now leading a 

European task force to help define global 

Enel is set to achieve many of its SDG goals 

before 2022 including reducing its carbon 

footprint by closing coal fired plants; increasing 

the share of renewable energy in its generation 

mix, and growing its user base to 75 million. It 

expects 95% of capex for 2020-22 to be SDG 

related with 85% of the projected $28.7b spread 

across investments in Networks and EGP. As of 

December 2019, socially responsible investors 

made up 10.8% of its investor base, testimony to 

the markets growing recognition of the 

company’s ESG credentials. 

An assessment of competitors plans and 

ambitions suggests that Enel is much further 

along the arc of green transition than its 

contemporaries primarily due to its first mover 

advantage in the renewable and sustainable 

energy development and transmission phase. It 

has already made huge investments in cutting 

edge technology, which is in fact less expensive 

than investing in iron and steel, delivers better 

results and has a faster response time. 

principles for integrated investment and finance 

standards for SDG compliant operations and 

financing.

“Enel is set to achieve many of 

its SDG goals before 2022 

including reducing its carbon 

footprint by closing coal fired 

plants; increasing the share of 

renewable energy in its 

generation mix, and growing 

its user base to 75 million.”
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In this Enel was supported by Italy’s 

forward-thinking regulators who worked with 

the firm to develop a regulatory framework fit 

for the 21st century. The industry has come a 

long way in a short period of time – going from 

no regulation when it installed the first digital 

meter in 2000 to a well-developed ecosystem of 

regulators, regulations and policies framing the 

development of the energy market in Europe. It 

has now put in place a powerful development 

team to identify opportunities around the world 

and aims to develop 4-5k megawatts of 

renewable energy annually. 

Enel was building an “ESG as standard business 

before the term was coined”. One of the greatest 

experts on infrastructure and networks in the 

global utility sector, Livio explains the motivation 

driving Enel’s focus on renewable energy and 

smart technology that began in the 1990s “as an 

act of courage”.  A process analysis based on 

replacing all of its meters at the time with smart 

meters yielded possible cost reduction of 40%. 

This convinced management that technological 

innovation was key to improving efficiency and 

the quality of services. 

Indeed, Enel’s conversations heralded the start of 

conversations around the future of energy and 

new ways of delivering energy in Europe; 

conversations in Brussels and the European 

Union followed. Today, the topic of renewable, 

clean energy and sustainable business is top of 

mind at the European Commission which is 

open and prepared to invest in innovative 

technology such as machine language and 

artificial intelligence that can be used to analyse 

data being churned out by energy platforms 

connected via smart meters, smart grids and 

flexible DSO networks and therefore to provide 

relevant, customised solutions to countries 

across the European Union. 

Case in point is the European Green Deal which 

targets the development of a sustainable future 

economy. Investments under this deal so far are 

only the tip of the iceberg but have provided 

state regulators and the EC to show their 

willingness and ability to develop and invest in a 

clear framework for defining sustainable 

activities and working together to deliver energy 

transition objectives. Great things, according to 

Livio, are to be expected from this deal and he is 

confident the EC will be able to deliver on its 

ambitious targets. 

“Today, the topic of renewable, 

clean energy and sustainable 

business is top of mind at the 

European Commission which 

is open and prepared to invest 

in innovative technology such 

as machine language and 

artificial intelligence...”
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Reaves Asset Management – 
Serendipitous Discoveries

Reaves, a utility and telecoms infrastructure focused firm with AUM of $3 billion is an outcome-oriented 

investment firm. It specialises in building low volatility portfolios to deliver stable income with highly 

predictable achievable growth. The sweet spot for the portfolio is a company that can grow earnings at 

an annual rate of 6-7% and deliver a 3% dividend for a 10% total return. Reaves then hopes that by buying 

and selling correctly it can add a percentage point or two to the total return as it has historically. 

Jay describes Reaves interest in ESG as a 

serendipitous turn of events. The firm’s portfolio 

analysis revealed that over time, the performance 

of ESG friendly firms had pulled ahead of utilities 

with coal generation and mid-stream gas assets. 

ESG friendly utilities have outperformed massively 

since the beginning of 2019 whereas the 

performance gap between ESG and non-ESG 

utilities was non-existent in the five years leading 

up to 2019. Green versus dirty didn’t matter –  

until it did. 

There are various reasons for this improvement 

in the performance of green utility firms, but the 

most important one is the effect of technological 

innovation on cost of capital for renewable 

energy projects, particularly infrastructure. 


As the pace of advancement has quickened, 


the gradual decline in costs has become steeper 

making renewable energy projects more 

economically viable. 

For instance, the cost of solar energy has come 

down 82% since 2010 while the cost of off-shore 

wind energy production declined by over 29% in 

the same time frame. At the same time, the cost 

of capital for non-ESG businesses is rising. 

Positioned between fixed income and equity, 

Reaves investment niche, they believe, delivers 

better growth than fixed income but with a little 

more risk– for an overall beta of 0.6. 

Jay agrees with Livio on the outsize importance 

of Big Data and Machine Language technology – 

one that positions companies such as ENEL and 

NextEra, who have made massive investments in 

this space. heads and shoulders above the 

competition. This is an almost insurmountable 

disadvantage for late movers but one they must 

persevere to overcome: companies making these 

‘incredibly expensive but incredibly necessary 

investments’ in networks, data and technology, 

are destined to be the market leaders in the 

renewable and clean energy space in future.

“ESG friendly utilities have 

outperformed massively since 

the beginning of 2019”
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A 

study by UBS suggests that cashflows or EBITDA 

from renewable energy sources will increase by a 

magnitude of 20X from US$50 billion to a trillion 

dollars underpinned by the simple rationale that 

it will make sense economic sense to shut down 

fossil fuel plants and to build brand new 

renewable energy ones. 

This project which will require massive 

investment in green energy and infrastructure. 

It is becoming possible to follow the triple 

bottom line as an ESG business: people, planet, 

profits delivering better results for customers, 

the environment and shareholders. Investors 

who are looking at betting on local utility 

companies are seeing a ‘long runway with much 

greater visibility’. And that is having a domino 

effect: in 2015, 400 institutions decided to 

disinvest from fossil fuel companies; by 2020, it 

had tripled to 1200 institutions with US$14.5T 

AUM. Overall, as of September 2020, ESG 

investing was worth around US$32T.

While the reasons for setting high environmental 

standards of production and services are fairly 

obvious, it is harder to justify the cost of 

maintaining high social and governance 

standards to investors, given their implications 

for the company’s bottom line. However, Jay 

notes that the importance of SG standards only 

becomes obvious during times of economic 

crises and falling markets. High SG standards 

can protect companies ‘against blow-ups’ during 

such times. Active managers, such as Reaves, are 

beginning to play close attention to these 

standards as a measure of a firm’s vulnerability 

to market shocks and downturns; companies 

with high levels of consistent SG standards, 

particularly governance, are constitutionally 

stronger when the chips are down. 

These trends translate into cheaper and more 

affordable renewable energy products and 

services for customers potentially heralding the 

biggest transformation of the utility and power 

sector since the invention of air conditioning. For 

instance, California has recently announced 

plans to eliminate all gas cars by 2035 and 

electrify all vehicles.
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“In 2015, 400 institutions decided to disinvest from fossil 


fuel companies; by 2020, it had tripled to 1200 institutions 


with US $14.5T AUM.”

The ESG investing sector will become much 

more accessible once there are established, 

measurable standards to look at. Unfortunately, 

meaningful SG assessments are hard to conduct 

requiring extensive ‘research and hard graft’ to 

understand. Making intelligent ESG based 

investment decisions is made challenging by the 

lack of standardization in ESG assessments. This 

makes the process of ESG-based comparisons 

across investments haphazard. A situation made 

even more complex in a country like the United 

States where there are no federal regulations; 

states setting their own energy policies leads to a 

lot of divergence. 
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So, while states such as New York, New Jersey 

and California are working towards becoming 

carbon neutral; vested interests compel others to 

ignore climate change issues; in still others state 

interest may run counter to federal interest. 

A standardised way of evaluating ESG issues is 

therefore important but while the Environment 

part of ESG is relatively easy to measure because 

companies can deliver measurable outcomes, 

(reducing carbon emissions, increasing 

investments in renewable energy) the Social and 

Governance part is a lot harder. Reducing ESG 

standards to a score will be difficult and 

misleading until a coherent set of global 

standards to measure ESG is developed. There 

has been sustained effort by the big four – 

KPMG, EY, Deloitte and PWC – to build a 

standardised reporting framework for ESG that 

could prompt investors to move more money to 

this sector.

Reaves strives to mitigate this challenge by 

‘getting to know its companies really well.’ By 

conducting unparalleled research into the 

regulatory environment, delving into the 

motivations behind management decisions and 

the inner workings of the companies’ operations. 

Noting that that ESG matrices can be gamed, 

Jay identifies diversity as an easy win but not 

very meaningful in the context of ESG standards. 

He advises ‘looking at companies and asking 

whether they’re making sustainable investments 

such as projects that are going to deliver returns 

for a long time without harming customers and 

environments today and improving the quality of 

life and economic growth for people, planet and 

profits.’ He acknowledges that these are ‘soft 

questions’ and the final decision to invest or not 

to invest comes down to a judgement call. 

“There has been sustained 
effort by the big four – KPMG, 
EY, Deloitte and PWC – to build 
a standardised reporting 
framework for ESG that could 
prompt investors to move 
more money to this sector. 
Until then, differentiating 
between true ESG operations 
and ‘greenwashing’ will 
remain a challenge.”

 Until then, differentiating between true ESG 

operations and ‘greenwashing’ will remain a 

challenge.



Invescore Business Report

info@invescore.com www.invescore.com

Disclaimer



Invescore Limited (the “Company”) is registered in England and Wales under Company Number 08069550. Its registered office is at 20-22 

Berkeley Square, London, W1J 6EQ. The Company is an Appointed Representative, with firm reference number 922351, of MJ Hudson Advisers 

Limited which is authorised and regulated in the UK by the Financial Conduct Authority (“FCA”) with firm reference number 692447.



This business report (“Report”) has been made to you solely for information purposes. The contents of this Report should not be construed 

as financial, investment, tax, legal, regulatory or other advice. The Report and its contents are confidential and proprietary to the Company, 

and no part of it or its subject matter may be reproduced, redistributed, passed on, or the contents otherwise divulged, directly or indirectly, 

to any other person (excluding the relevant person’s professional advisers) or published in whole or in part for any purpose without the prior 

written consent of the Company. The intellectual property rights in the Company's name and logo are owned by the Company. Nothing in 

these terms or on this site should be construed as granting any license or right to use the Company's name or logo or any other contents of 

this site. The Company will enforce any infringements of its intellectual property rights to the fullest extent permitted by the law.



None of the Company, its directors, employees or consultants makes any representation or warranties regarding this Report or its contents 

(including but not limited to, with respect to accuracy, adequacy, reliability, timeliness, completeness or suitability) and all contents are 

provided “as is”. The Company, to the fullest extent permitted by law, expressly disclaims all representations and warranties, express or 

implied, as to this Report and its contents, including any implied warranties of merchantability, fitness for a particular purpose, title, 

non-infringement and availability. The Company also disclaims liability for errors and omissions in this Report and its contents.



If this Report has been received in error, it must be returned immediately to the Company. The communication of this Report may be 

restricted by law; it is not intended for distribution to, or use by any person in, any jurisdiction where such distribution or use would be 

contrary to local law or regulation. Your sole remedy for dissatisfaction with your use of this Report is to cease using this Report.
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