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FINA-RET NEWSLETTER
Financing Products for Investments in Small-Scale Renewable Energy and Energy Efficiency Technologies

Issue No. 2, July 2009


	Dear readers,

Currently the media are “exulting” in crisis messages. Top of the agenda - the financial and the climate crisis. FINA-RET tries to take an optimistic approach by motivating investments in “green” energy – generating a positive impact on both our economy and our environment. We admit that in hard times it can be difficult not to lose sight of the long-term perspective. But outstanding results, such as the reduction of emissions by 60% (Sweden) or by 20% (Germany) through the insulation of buildings alone, while creating thousands of job to step up efforts in this sector. Why not take the opportunities and turn them into the new stars.
This newsletter edition provides you with an overview of the latest project results and of upcoming activities. 

We hope it will make interesting reading.

The project team of FINA-RET



	Contact details

Dr. Ioanna Giannouli
Business & Project Management S.A.

25, Alexandroupoleos str.,115 27, Athens, Greece
Tel.:+30 210 7472 820 
Fax:+30 210 7472 860
email: giannouli@bpm.gr
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The sole responsibility for the content of this newsletter lies with the authors. It does not necessarily reflect the opinion of the European Communities. The European Commission is not responsible for any use that may be made of the information contained therein.


	
In this issue

· Introduction

· Financing small-scale investment in RET/EET: the current scenario

· European needs for investing in RET and EET 

· FINA-RET Round Tables in ENERGAÏA 2008

· FINA-RET Events Calendar

	How to Subscribe

A subscription form is available on the FINA-RET website:

http://www.finaret.eu


Introduction

Creating special credits for green investments requires considerable research in the forefront! 

The project team of FINA-RET therefore concentrated on extended data collection regarding RET & EET
, existing financing mechanisms and user requirements in a comprehensive survey of SMEs and private households.

1) In all, 24 renewable energy and energy efficiency technologies were categorised in all the participating countries (Austria, Cyprus, Greece, Italy, and France) in terms of their investment characteristics and availability on the market.

2) In a second step, existing financing measures, such as loans, subsidies or grants were evaluated. The FINA-RET team retrieved information from 260 financing mechanisms in 21 countries worldwide.

3) In the course of the user requirement survey the team managed to interview the impressive number of 7,000 private households and SMEs in all partner countries. 

4) In parallel with the in-depth research, a variety of dissemination activities were carried out at European level. The participation of FINA-RET in the Energaïa International Conference in Montpellier (France) is especially worth mentioning in this context.

Further information on the project findings is provided in the following parts of this newsletter. 

Financing small-scale investments in RET/EET: the current scenario

The FINA-RET Consortium has carried out an extensive and thorough review of existing financial mechanisms (the term covering both public schemes and private financial product), specifically designed to support small-scale investments in RET/EET. The review has covered 22 countries all over the world, reporting on 263 financial mechanisms (107 public, 149 private, 7 public/private). 

Loans and grants account for more than 90% of the mechanisms reviewed. The complete breakdown per typology of financial instruments is the following:

Loans 



55%

Grants 


36%

Guarantee schemes 

1,5%

Leasing 


1,5%

Other Public Measures
6%
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Data have been collected by means of a template developed by the Consortium and information has been clustered in three main topics: i) general information on the product (country, nature, provider, area of application, target group etc); ii) description of the product (interest rate, duration, costs, size of investment, etc); iii) take-up and impact (success/failure factors, promotion strategy, etc.). 

As an overall finding, it has emerged that sources of finance for small-scale investments in RET/EET are highly differentiated. Countries with similar climatic patterns show extreme differences in the financing tools available (structure and technical details), the nature of the main providers acting in each country (public/private), the level of demand they are actually able to match, the typology of investment they support.

Such diversity hides significant implications, since it reveals that countries may differ significantly as to their sensitivity with respect to the energy issue, which impacts directly on the degree of specialization (supply side) and maturity (demand side) in the financial markets surveyed.

Despite the fragmentation of the picture that has emerged from the analysis, it has been possible to identify some trends and to distil/single out the following key messages:

1. The existence of a wide range of dedicated financial products for RET/EET is not per se defining the maturity of a financial market. Good indicators of the maturity of the market are: i) its degree of specialization in terms of available customized financing products, in terms of stakeholder target group, technology and context; ii) the actual take-up of the dedicated financial mechanisms on the market.

2. To be successful, financing products for RET/EET investments have to be tailored to specific technology applications and customized to a specific target. 

3. In each context, the offer of financing products will have to take into account country-specific variables, both in terms of culture (mainstream values, public behaviour, public concern about energy-related issues, etc.) and in terms of economic texture and features (level of industrialization, energy needs, current energy price, sources of energy the country relies on).

4. The actual take-up of a financing product depends not only on the appeal and quality of its features and mechanism, but also on its promotion strategy (combining advertising and awareness-raising) and the smoothness of its administrative and bureaucratic processes. 

5. Successful take-up often relies upon the presence of the combined action of public and private initiatives. Effective private financing products for RET/EET are able to build on the existing public support mechanisms. In particular, the feed-in tariff mechanism can be considered as a means capable of reducing risks and, consequently the market prices of loans.

6. In some cases, strong incentive programmes (combined with a very diffuse feeling of unease towards banks) may have a crowding-out effect on the private offer of financial products and lead to an inefficient downscaling of the investment (end beneficiary covering the matching part of the investment with his own money). 

7. When dealing with the design and implementation of dedicated financial products for RET/EET, the effectiveness of the subsidiarity principle is confirmed. When financial products are designed and implemented by an organization geographically and institutionally close to the end-user, take-up and impact of the products have more chances of success.

European Needs for Investing in RET and EET 

The survey conducted under the FINA-RET project on 2,000 households and some 100 SMEs in each of the consortium’s countries (Austria, Cyprus, France, Greece and Italy) provided evidence that, for household owners environmental concern is almost never the single driving force behind investment in RET and EET. In all the countries surveyed there is a willingness of households to invest a certain amount in RET and EET technologies, but only in anticipation of a 30 per cent reduction of energy costs.

Nevertheless there was a positive attitude in all the surveyed countries to the incorporation of RET and EET as standard for residential buildings (see following graphs for households and SMEs). 
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The surveys have also yielded some very specific insights into the way SMEs approach energy sustainability. Implementation of RET is lagging considerably behind the implementation of EET in all surveyed countries. Around 10 per cent of SMEs have implemented RET, while more than 30 per cent have implemented EET. Insulation of envelope, the use of fluorescent bulbs and high efficiency electric motors seem to be major considerations for the majority of SMEs interviewed.

It may seem disheartening that financial incentives and energy prices are the major catalysts for investments, but the simple fact is that almost 35 per cent of small investors require financial support, with a large percentage relying on loans. Of those not applying for loans, 15 per cent cited credit problems as the reason and another 10 per cent did not apply for a loan due to distrust of the banking system.
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What the surveys demonstrate is that financing products need to: be customized to the technologies; consider the expected investment outcomes; be related to any available incentive or initiative provided by the government or other public bodies (i.e. feed-in tariffs, tax relief, subsidies, etc.); and most importantly to be promoted in such a way that potential investors understand there is a win-win situation between them and the market.

Furthermore, the surveys’ results demonstrate that there is still a substantial lack of awareness in four major areas: alternative applications of each technology, anticipated benefits in actual terms, required costs and potential bottlenecks. Awareness and promotion campaigns of both technologies and financing products should be highly customized in order to embed them in the cultural settings of countries and regions. Special consideration should be paid to the “source of information”, since the majority of Europeans deeply distrust information from political parties, governments and journalists about energy-related issues, while they pay attention to scientists, the European Union and NGOs.

In depth results will be made available from July onwards on the project website www.finaret.eu. 

FINA-RET Round Tables in ENERGAΪΑ 2008

FINA-RET took the opportunity to organise two round tables during the Energaïa international fair and conference in Montpellier in December 2008. 13 experts discussed success and failure factors in the context of financing RET and EET in small units as well as the role of the financing, construction and RET/EET industries in financing RET and EET small scale investments. More than 50 participants attended the high level discussions.

The main messages of the discussions were:

· The installation of RET should go hand in hand with the renovation of buildings (EET).

· The more precisely the performance of the product (RET or EET) can be measured, the easier it is to provide attractive financing tools.

· Construction industry, financing institutions and public incentives should align their efforts in providing and efficiently disseminating products.

RET & EET Events Calendar

· Climate Star: 22. October
· Europe Car Free Day / Mobility Week: 16 – 22 September

· 11th Renewable Energy Finance Forum: 21 – 22 September 2009, London, UK

· World Forum on Energy Regulation IV: 18 – 21 October 2009, Athens, Greece

· Egética – Expoenergética (International Week of the Renewable and Conventional Energies): 1 – 7 November 2009, Valencia, Spain
· BATIMAT: 2 – 7 November 2009, France

· POLLUTEC: 1 -4 December 2009, France
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