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Executive Summary

Against a backdrop of volatile markets and energy

supply disruptions, green equities' have delivered strong

returns to date — propelling the market capitalisation of
the green economy past US$10 trillion for the first time.

As of end of April 2026, 12-month relative performance of the FTSE Environmental
Opportunities All Share (EOAS) Index stood at 12.4% above the market.?
Renewables — historically a weaker-performing green segment—was the strongest
performer, outpacing Energy Management and Efficiency.? If considered as a
standalone industry (based on the metrics included in this analysis), the green
economy would now be the world’s third largest, surpassing Health Care, only
behind Technology and Industrials.*

This has been supported by robust green growth, with green revenues up 5.3%

in 2025 across our global coverage of over 21,000 listed companies® — the
fastest pace since 2022. Revenues have been expanding in 75% of the 133

green segments® we track, with broad-based growth driven by a combination

of accelerating electrification and Al-driven electricity demand, rising energy
efficiency pressures, and clean transport growth. Electric Vehicles (EVs) and
advanced batteries were a particular bright spot - adding US$62 billion in revenue
in 2025.

In this year’s thematic deep dive, we analyse Green M&A trends by combining
LSEG’s Green Revenue data with Deals Intelligence M&A data, covering over 1.5
million transactions. We identify US$4.1 trillion in green deal’ value over the past
decade or 13.4% of global deals for this period. LSEG analysis shows that this is
driven primarily by green businesses using M&A to scale faster, while participation
from non-green incumbents has been limited.

1 Green equities refer to constituents of the FTSE Environmental Opportunities All Share Index, which selects companies with at least 20% green revenues.

2 Compared to the benchmark FTSE Global All Cap Index.

3 Green segment refers to FTSE Environmental Opportunities All Share Index sub-indices including FTSE EO Renewable and Alternative Energy, FTSE EO Water Technology,

FTSE EO Waste and Pollution Control Technology and FTSE EO Energy Efficiency.

Investing in the green economy 2026 2

Other key findings from the 7th edition of this report include:

Our analysis suggests no linear trade-off between margins and green exposure

The analysis of the relationship between EBITDA margins and green revenues finds that, compared to non-
green sector peers, corporates with more than 50% of green revenue show, on average, 2 to 4 percentage
points higher margins over the period analysed — while those with less than 50% green revenues tend to
underperform non-green peers.®

Strong long-term performance despite volatility

Since 2008, the green economy has outperformed global equities by 133%, with valuations growing faster
than the broader market (18% compound annual growth rate vs 12%).

Green bonds issuance reached a new record

Green bond issuance increased by 5.7% to US$605 billion in 2025, with corporates accounting for two-thirds
of issuance. Europe remained the largest corporate green bond issuer, while APAC recorded the fastest
growth (+42% year-on-year).

Regional pathways reflect diverging decarbonisation and energy security priorities

While remaining heavily reliant on coal and Middle East energy imports, Asian economies continue to
expand their lead in green revenues (47% of the global total). Meanwhile, the US still dominates by market
capitalisation (57% of the global total) despite policy priorities pivoting away from the green economy.

4 FTSE Russell Industry Classification Benchmark (ICB) Super sector.

5 https://www.lseg.com/en/data-analytics/sustainable-finance/green-revenues-data-model

6 LSEG’s Green Revenues Classification System (GRCS) categorises green products and services into ten sectors, 64 subsectors and 133 micro sectors. https://www.lseg.com/en/data-analytics/sustainable-finance/green-revenues-data-model
7 See section 2 for details on the definitions of ‘green deal’.

8 This analysis is based on historical data and does not control for all sector, geographic, or business model differences.



https://www.lseg.com/en/ftse-russell/indices/environmental-markets
https://www.lseg.com/en/ftse-russell/indices/global-equity-index-series
https://www.lseg.com/en/ftse-russell/indices/environmental-markets
https://www.lseg.com/en/ftse-russell/industry-classification-benchmark-icb
https://www.lseg.com/en/data-analytics/sustainable-finance/green-revenues-data-model
https://www.lseg.com/en/data-analytics/sustainable-finance/green-revenues-data-model

About the report

The green economy consists of companies providing products and
services with environmental benefits, from renewable energy and clean
water to energy efficiency and recycling services. These solutions —
diverse across value chains and industries - address climate change as
well as broader environmental challenges.®

Today’s green transition is increasingly shaped not only by
decarbonisation, but also by energy security and supply chain resilience,
amid recent energy supply disruptions, shifting policy priorities and rising
electricity demand from electrification and Al infrastructure.

Against this backdrop, the 7th edition of the Investing in the Green
Economy report continues to analyse green investment opportunities
and how the green transition is evolving by examining the size, growth,
performance and financing of the global green economy across asset
classes. The report also explores green mergers and acquisitions
(M&A), an increasingly important market for scaling green businesses
and technologies.

The report is based on LSEG’s proprietary Green Revenues data,° which
provides a bottom-up assessment of more than 21,000 listed companies
globally. The dataset classifies and quantifies revenues across 133

green products and services categories under the Green Revenues
Classification System (GRCS). The report also draws on FTSE Russell
index solutions, fixed income datasets and LSEG Deals Intelligence data."

This report is divided into four sections:

1.

State of the green economy - Page 4

Overview of the size, growth and performance of the green economy
over the short and long-term, and key trends in the green bond market.

. Spotlight: Green M&A - a key mechanism for

scaling the transition - Page 11

A deep dive into the green M&A market, including analysis of deal
trends and the profitability of green companies.

Green transition: a regional perspective - Page 18

Analysis of regional green economy amid energy security concerns and
different policy priorities.

Composition of the green economy - Page 24

Analysis of green economy by industry across value chains.

9 For the purposes of this report, ‘green’ refers to classifications under LSEG’s Green Revenues Classification System (GRCS) and does not imply alignment with any regulatory or statutory taxonomy.

10 https://www.Iseg.com/content/dam/data-analytics/en_us/documents/methodology/Iseg-green-revenues-data-methodology.pdf
11 https://www.Iseg.com/en/data-analytics/financial-data/deals-data/mergers-and-acquisitions-deals-database#overview
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The green economy
surpasses US$10 trillion
amid energy supply
disruptions

The global green economy in 2026 appears to be shaped as much by energy
security and supply disruption as by decarbonisation. Since our 2023 report
highlighted the new geopoalitics of green, the US policy emphasis has shifted

to focus on domestic oil and gas production, but remains the largest green
economy by market capitalisation. Asia has accelerated clean technologies while
remaining heavily dependent on fossil fuels including coal and Middle Eastern

oil and gas imports, with disruptions linked to the Strait of Hormuz reinforcing
concerns over energy stability and supply chain resilience.

However, despite volatile markets and energy security concerns, global green
growth has reaccelerated. In 2025, revenues from green products and services
across the coverage of over 21,000 listed companies grew by 5.3% — its fastest
pace since 2022 — while associated market capitalisation surpassed the US$10
trillion mark for the first time in Q4 2025.

Growth has been broad-based, with revenues expanding across 99 of 133 types
of green products and services, led by energy efficiency, transport equipment
and renewables.” Electric vehicle (EV) manufacturing saw the largest expansion
in absolute terms among all green sectors, with revenues increasing by US$62
billion in 2025.

If considered a standalone industry, the green economy would have overtaken
Health Care® for the first time in 2025 to become the third-largest industry by
market capitalisation, following Technology and Industrial Goods & Services
It now accounts for 9.9% of the global listed equities, supported by the same
sectors driving green revenue growth.

12 LSEG’s Green Revenues Classification System (GRCS) categorises green products and services into ten sectors, 64 subsectors and 133 micro
sectors. https://www.lseg.com/en/data-analytics/sustainable-finance/green-revenues-data-model
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Figure 1. Green Economy 2009 - 2026 Figure 2. Green Economy compared with ICB sectors: market
capitalisation and 10-year growth rate
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Source: LSEG Green Revenues data as of April 2026. LSEG free float market capitalisation data as of April 2026. LSEG Revenue data as of December 2025.
Note: Green revenue-weighted market capitalisation, calculated by aggregating market capitalisation multiplied by company green revenues. Based on the latest Green Revenues data (financial year 2024 or 2025) and the free float market capitalisation as of April 2026.

13 Based on the market capitalisation measures used in this Report.
14 Industry refers to FTSE Russell Industry Classification Benchmark (ICB) Super sector.
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Green equities have
delivered strong returns
over the past 12 months

The FTSE Environmental Opportunities All Share (EOAS) index™ — a basket
of equities with more than 20% green revenues — provides a benchmark for
the performance of the green economy. The index experienced significant
volatility since the beginning of 2025, particularly during the Q1 2025 tariffs
shock and the initial market response to the Iran war in March 2026.

However, both episodes were followed by sharp rallies, pushing 12-month
relative performance to 12.4% above the market™ by the end of April — strong
by historical standards (see Figure 3) outside of 2020-2021. This resilience
has been driven by strong performance in renewable energy (Section 4),
despite headwinds including the rollback of much of the US’s Inflation
Reduction Act’s clean energy support.

The energy shock stemming from the Iran war may increase the likelihood of
similar market conditions to those observed in 2022, when global markets —
and the majority of sustainable investment indices — underperformed, with
EOAS ending the year 6.2% behind the market.

However, the index is positioned differently in 2026 than in 2022 to weather
a similar period of turbulence. It is broader, with 1,208 constituents in
February 2026 (compared to 612 in February 2022), and less concentrated,
with a 5.1% overweight in Technology versus 11.2% in 2022. Green valuation

15 FTSE Environmental Markets Index Series | LSEG
16 Total return, USD vs FTSE Global All Cap. https://www.Iseg.com/en/ftse-russell/indices/global-equity-index-series
17 LSEG (2026). After the energy shock

premiums have also moderated, with the P/E (FY1) premium declining to 13% from
26% in 2022.

Investors are increasingly looking beyond the environmental drivers of the green
economy and focusing on the economic drivers — particularly the electrification of
the energy system and growing demand from Al, data centres, transportation and
industry. The current energy shock could further accelerate this shift, as it highlights
the scalability and energy security benefits of many green technologies.”

Figure 3. 12-month relative performance of FTSE EOAS vs FTSE Global All Cap
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https://www.lseg.com/en/ftse-russell/indices/environmental-markets
https://www.lseg.com/en/ftse-russell/indices/global-equity-index-series
https://www.lseg.com/en/ftse-russell/research/after-the-energy-shock

Long-term growth also
continues to outperform
global benchmarks

The performance of the green economy over the last 12 to 18 months broadly
aligns with its long-term trends. Since 2008, the FTSE EOAS index has
outperformed the benchmark FTSE Global All Cap by 133%.® If considered a
standalone industry, EOAS would rank as the second-best-performing industry
over the long term, behind only Technology (see Figure 5).

Green equities typically have greater growth exposure and higher beta than the
broader market, making them more susceptible to volatility® The Investing in the
Green Economy 2023 edition showed that EOAS tends to underperform during
market downturns, but rebounds relatively quickly following periods of weak
performance, reflecting its cyclical nature.?°

The market capitalisation of the green economy has grown at a CAGR of 18%*'
over the past decade, outpacing the broader market (12%) and second only to
the Technology sector (24%). Despite flattening investment flows and geopolitical
tensions affecting green technology supply chains, the green economy has
continued to expand strongly over the last three years (2023-2026), with a CAGR
of 13% — nearly double the growth rate during 2020-2023.

18 https://www.lseg.com/en/ftse-russell/indices/environmental-markets
19 11x beta (FTSE EOAS vs FTSE Global All Cap) over 5 years Sustainable Investment Insights - October 2025 | LSEG

Figure 4. Long-term performance of the green economy

versus market

600

500

400

300

200

Rebased index value (Total Return, USD)

100

0

Jan-08 Jan-10 Jan-12 Jan-14

—— FTSE EOAS
—— FTSE Global All Cap

Source: LSEG, FTSE Russell index data as 30 April 2026.

20 LSEG (2023). Investing in the Green Economy 2023
21 The CAGR is calculated from 2015-2025

Jan-16

Jan-18

Jan-20

Jan-22

Jan-24

Jan-26

Investing in the green economy 2026

Figure 5. Performance of FTSE EOAS versus FTSE

All World ICB Industries
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https://www.lseg.com/content/dam/ftse-russell/en_us/documents/research/investing-in-the-green-economy-2023.pdf
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Infrastructure provides
‘asset-heavy’ opportunities
In green investing

Previous editions of the Investing in the Green Economy report expanded the
analysis beyond green equities into green bonds. This highlights the complex,
multi-asset nature of financing the energy transition, and the multi-asset approach
investors are increasingly taking to green thematic investing. Green infrastructure
has been a key part of this trend.

Green thematic indices, including FTSE EOAS, often contain considerable
exposure to the Technology industry. Green infrastructure strategies provide
greater exposure to physical assets and industrial activities, which may appeal to
investors seeking to navigate concerns around potential Al disruption.

The FTSE Green Revenues Select Infrastructure and Industrials index, for example,
uses the same Green Revenues data as EOAS but focuses on Infrastructure and
Industrial companies with at least 40% green revenues exposure. This means that
the index is concentrated in Industrials and Utilities with some exposure to Basic
Materials, but not Technology or Consumer Discretionary.

Figure 6. The green infrastructure index has outperformed the broader infrastructure market since 2020
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Green bond issuance has

reached a new record, led

by corporate issuers

Global green bond issuance reached a record US$605 billion in 2025,
representing a year on year increase of 5.7%. As a result, total outstanding
volume rose to US$3.3 trillion by the end of Q1 2026, while green bonds’ share
of the overall global bond issuance remained stable at around 4.3%.

Corporate issuers remained dominant, accounting for 68% of the total green
bond issuance in 2025, up from 64% in 2024. While Europe continued to

lead, the APAC region saw the strongest growth, with corporate green bond
issuance rising 42% year on year from 2024 to 2025. This growth was driven
not only by more favourable financing conditions—such as central bank

rate cuts, lower risk free rates and tightening credit spreads??— but also by
strengthening regulatory support, including Japan’s Green Transformation (GX)
transition policy?® and China’s updated green taxonomy.?*

22 Eastspring Investments (2026). Asian bonds A pathway to attractive total returns
23 Ministry of Economy, Trade and Industry of Japan (2025). GX Policy -Achieving Decarbonization and Economic Growth Together
24 LSEG (2026). Indexing impact bonds: insights into a growing and maturing market

Figure 7. Global green bond issuance
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Figure 8. Corporate green bond issuance by region
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https://www.eastspring.com/insights/deep-dives/asian-bonds-a-pathway-to-attractive-total-returns
https://www.enecho.meti.go.jp/en/category/special/article/detail_214.html
https://www.lseg.com/en/insights/ftse-russell/indexing-impact-bonds-insights-into-a-growing-and-maturing-market
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Green corporate bonds have broadly tracked their benchmark over the Figure 9. Annual performance of green corporate Figure 10. Use of proceeds of current outstanding green
long-term since 2015,2° outperforming in 2023 and 2024, supported by bond universe

their shorter (negative active) duration in a rising rate and persistent inflation

environment. In 2025, however, this duration advantage diminished as interest 15%
rate volatility eased and credit spread and valuation effects became more

influential, resulting in a modest underperformance of around one percentage

1%

1%

point versus conventional corporate bonds. 10%

6@\@'

By use of proceeds, Energy Management and Efficiency accounts for 34% of
the total green bond outstanding amount as of Q1 2026. This is consistent
with its leading role as the largest green economy sector in the listed equities >% I| I | I
markets. Energy Generation and Energy Equipment together form the second 8%
I I 2022 I
.

largest category (16%), followed by Food & Agriculture (14%), and Transport

Solutions and Transport Equipment (14%).2 0% —m ] T |
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Source: LSEG, FTSE Russell index data as of April 2026. Source: LSEG fixed income data as of April 2026.

Note: Use of proceeds are classified against the Green Revenues Classification System.

25 Performance of the green corporate bonds is measured by the FTSE World Broad Investment-Grade Green Impact Corporate Bond Index (WBIG
Green Corp), and the overall corporate bonds market is measured by FTSE World Broad Investment Grade Corporate Bond Index (WBIG Corp).
26 Use of proceeds are classified against the Green Revenues Classification System.
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Green M&A - a key
mechanism for scaling
the transition

Mergers and acquisitions (M&A) are becoming an increasingly critical mechanism
for accelerating the low-carbon transition, enabling companies to rapidly scale
capabilities, overcome structural barriers, and transform business models toward
green technologies faster than through incremental investment alone.?’

This report analyses Green M&A trends by combining LSEG Green Revenue
metrics and classification with LSEG’s proprietary Deals Intelligence M&A
database providing comprehensive deal details covering over 1.5 million
transactions since the 1970s.28

The analysis defines two types of green M&A transactions. Firstly, deals involving
acquisition targets with at least 20% of revenues from green products or services
or, if green revenue data is unavailable, where the TRBC industry classification

is designated as green, according to the GRCS.?° Secondly, a broader definition
including all transactions where either the parent or ultimate parent of the
acquisition target or the acquiror meets the criteria above.

27 Freshfields (2024). Transformational M&A: energy transition investments.
28 https://www.Iseg.com/en/data-analytics/financial-data/deals-data/mergers-and-acquisitions-deals-database#overview
29 https://www.Iseg.com/content/dam/data-analytics/en_us/documents/methodology/lseg-green-revenues-data-methodology.pdf

Green M&A deals: a material subset with large deal sizes

Similar to listed equities market — where green companies account for 9.9% of
market capitalisation in 2026 — green M&A represents a material segment of the
M&A market. In 2025, green M&A reached US$308 billion, accounting for 12.6%
of total global M&A deal value. Over the past decade, cumulative green deal value
totalled c.US$41 trillion, representing 13.4% of global M&A activity.

Green M&A trends broadly mirror the wider dealmaking cycle. Green deal value
peaked at US$676 billion in 2021, supported by low interest rates and easy access
to capital.*° This was followed by a sharp decrease from 2022, as rising interest
rates, inflationary and geopolitical uncertainty weakened financing conditions and
overall M&A activity. Despite the slowdown, green M&A has proven persistent — its
share of global deal value has remained consistently above 12% since 2020.

While green deals account for a smaller share of total deal volume, they tend to be
larger than non-green transactions. During 2023-2025, average green deal size is
approximately US$257 million, compared to US$150 million for non-green deals,
reflecting capital-intensive nature of green assets such as renewable energy, power
grids, and batteries with concentrated supply chains, which require substantial
upfront investment.®
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30 2021 saw a release of pent-up capital from the COVID-19 slowdown. Dealogic (2021). Highlights M&A 2021. PwC (2022). Global M&A Industry Trends: 2022 Outlook.

31 PEAK Wind (2024). Global Renewable Energy M&A Report 2024.
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Figure 11. Green M&A by deal value and number 2016—2025
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https://www.freshfields.com/en/our-thinking/campaigns/transformational-ma
https://www.lseg.com/en/data-analytics/financial-data/deals-data/mergers-and-acquisitions-deals-database#overview
https://www.lseg.com/content/dam/data-analytics/en_us/documents/methodology/lseg-green-revenues-data-methodology.pdf
https://dealogic.com/insight/ma-highlight-full-year-2021/
https://www.pwc.com/gx/en/services/deals/trends/2022.html
https://peak-wind.com/guides/global-renewable-energy-ma-report-2024/?gad_source=1&gad_campaignid=20642551823&gclid=EAIaIQobChMIqtq4x6-YlAMVcY9QBh0NPwReEAAYBCAAEgKT7vD_BwE
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Green attracts green, with limited transition from non-green through M&A Figure 12. Green profile of acquirors versus targets 32

Green M&A activity is predominantly driven by companies that already
generate green revenues. Figure 12 illustrates that companies with greater
green revenues tend to undertake more green acquisitions and typically

acquire targets with similarly high green revenues.
By contrast, only around 4% of non-green acquirors acquire green assets, which >90% 54% 12%
has remained broadly stable over the past decade. Recent examples include the
oil and gas company Western Midstream Partners buying Aris Water Solutions
for water infrastructure and environmental services (US$1.6 billion) in 2025 and
Volkswagen International America acquiring Rivian Automotive in 2024 to scale
. . . () o, 0
the electric vehicle platforms and architectures. g 2090% 79% 4%
o
This suggests that green M&A is currently driven by the consolidation and 7
scaling of green businesses — companies who already provide green products g’
and services are actively expanding green assets and capabilities. Shifting from 3
O
non-green to green businesses through M&A has been marginal. < 020% 92% 1%
Non-Green 96% 0%
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% of deals by number

Target green profile

Non-Green B Green B >50%

Source: LSEG Green Revenues data as of April 2026. LSEG Deals data as of December 2025.

32 Green profile refers to whether the company meets the definition of ‘green deal’ and their green revenues percentages if available.



Utilities is the most active sector, driven by renewable energy generation deals

Green M&A activity is largely driven by Industrials and Utilities sectors - together
(US$176 billion) representing more than half of total green deal value (US$308
billion), followed by Basic Materials (US$29 billion) and the Energy industry

which includes renewable power generation (US$28 billion). Utilities stands out
with its deals mostly green — 71% by deal value (Figure 13), despite its relatively
smaller overall deal value among the four sectors. Deals with the sector is heavily
concentrated in renewable energy generation, in particular solar and wind assets.

Consistent with trends in listed equities markets (Section 1), four green sectors
dominate green M&A — Energy Management & Efficiency, Energy Generation,
Energy Equipment and Transport Equipment. Together they account for ¢.70% of
total green deal activity.

Figure 13. Green deal value by industry in 2025
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Predominantly intra-region, with rising Europe-Asia green deal flows

Green M&A activity remains predominantly intra-regional, with most transactions
occurring within the same geography. North America leads with total green deal
value of US$156.5 billion, consistent with broader global M&A patterns.

Europe stands out as the most active cross-border acquirer, directing US$26.3
billion (37%) of outbound green deal value towards North America and US$8.1
billion (12%) towards Asia. A notable recent trend is the increase in European

acquisitions in Asia — the largest green economy by revenue (Section 3). Europe’s

share of cross-border green acquisitions in the region rose sharply from 2.8%
during 2020-2022 to 27.5% during 2023-2025,* reflecting a growing focus on
accessing fast-growing green markets and supply chains.

These cross-border transactions are concentrated in sectors strategic to EU’s
energy transition policies, including HVAC, batteries and grids, such as Bosch’s
US$8 billion acquisition of Johnson Controls—Hitachi Air Conditioning in 20243

33 Based on 3-year average.
34 Bosch acquires residential and light commercial HVAC business from Johnson Controls and Hitachi - Bosch Media Service US
35 Financial Times (2026). NextEra strikes mega deal with Dominion to create $420bn US utility.

Figure 14. Regional flow of green M&A by deal value in 2025
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Source: LSEG Green Revenues data as of April 2026. LSEG Deals data as of December 2025.

36 Ibid.
37 Constellation Energy (2026). Constellation completes Calpine Transaction, powering America’s Clean energy future
38 NextEra Energy (2026). NextEra Energy and Dominion Energy to Combine, Creating the World’s Largest Regulated Electric Utility Business

and North America’s Premier Energy Infrastructure Platform Benefiting Customers
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BS0X 2
NextEra’s acquisition
Dominion would be

the largest green
M&A deal ever

In May 2026, NextEra Energy announced the planned acquisition
of Dominion Energy in an approximately US$67 billion all-stock
transaction, underscoring the strategic role of M&A in scaling
Energy infrastructure.®® The deal would be the largest ‘green M&A
transaction on record and the 4th largest globally®*® — dwarfing
Constellation Energy’s US$26.6 billion acquisition of Calpine
completed in January 2026.%’

While the focus of the deal has been on servicing booming Al-
related energy demand, the combination would create a North
American green energy behemoth. The group would be one of the
world’s largest regulated electric utility businesses,*® with over 10
million customers and US$15.9 billion green revenues generated
from wind, solar, nuclear and battery storage—or c.36% of the
combined group’s revenues.®

39 LSEG analysis. Based on combined FY2025 green revenues for Dominion Energy and NextEra Energy as a proportion of combined
FY2025 total revenues.
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https://us.bosch-press.com/pressportal/us/en/press-release-24640.html
https://www.ft.com/content/a17f615a-cf05-4079-92a8-a8ab6370ae98?syn-25a6b1a6=1
https://www.constellationenergy.com/news/2026/01/constellation-completes-calpine-transaction-powering-americas-clean-energy-future.html
https://newsroom.nexteraenergy.com/2026-05-18-NextEra-Energy-and-Dominion-Energy-to-Combine,-Creating-the-Worlds-Largest-Regulated-Electric-Utility-Business-and-North-Americas-Premier-Energy-Infrastructure-Platform-Benefiting-Customers?l=12
https://newsroom.nexteraenergy.com/2026-05-18-NextEra-Energy-and-Dominion-Energy-to-Combine,-Creating-the-Worlds-Largest-Regulated-Electric-Utility-Business-and-North-Americas-Premier-Energy-Infrastructure-Platform-Benefiting-Customers?l=12

Do greener companies
sacrifice margins?

As M&A activity continues to scale green businesses, investors are paying closer
attention to whether greener companies can sustain profitability. Meanwhile,

as the energy transition develops and sustainable investing matures, the

green economy is increasingly viewed through an economic lens as well as an
environmental one. A common concern among investors is whether companies
generating green revenues face a trade-off between profitability and green
objectives 404!

To test this relationship, this report analysed all constituents (over 4,000
companies) in the FTSE All-World*? Index and compared each company’s EBITDA
margin with the median EBITDA margin of peer companies in the same ICB super
sector. We then examined how this sector-relative profitability varies across green
revenue bands over time.

The analysis suggests that there is no linear trade-off between margins and green
revenue exposure. Figure 15 shows that companies with green revenue shares
above 50% — typically pure plays or incumbents that significantly progressed in
their transition — generate EBITDA margins that are, on average, 2 to 4 percent
above the sector median. Despite market volatility, the relative ordering of

green revenue bands has remained broadly consistent over time (2017-2025),
challenging the idea that green revenues are inherently margin dilutive.

In contrast, margins of companies where green products and services account for
a smaller share of revenues tend to underperform sector peers by 2-3 percentage
points. This may reflect the costs of early-stage diversification and green
transition, where investment in new products or business lines has been made,
but sufficient scale has yet to be achieved to support margins.

40 World economic Forum (2025) How to turn a $5 trillion green economy into long-term growth
41 EY (2024) EY Global Institutional Investor Survey 2024

Figure 15. Higher EBITDA in companies with higher green revenue shares between 2017 and 2025 *
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42 https://www.lseg.com/en/ftse-russell/indices/ftseall-world
43 Using a rolling three-year median smooths out short-term fluctuations and captures the underlying relationship between green exposure and profitability.
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https://www.weforum.org/stories/2025/12/the-5t-green-economy-is-growing-here-s-how-ceos-can-turn-opportunity-into-long-term-growth/
https://www.ey.com/en_gl/insights/climate-change-sustainability-services/institutional-investor-survey
https://www.lseg.com/en/ftse-russell/indices/ftseall-world
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However, the aggregate pattern masks important sector differences (see Figure Figure 16. The profitability profile of green revenues varies materially by sector
16). In Real Estate and Utilities, companies with higher green revenue exposure

generate margins above the sector median, suggesting that green revenues in
. . . Median Relative EBITDA by Green Revenue Quintile per Sector (2024)
these sectors are already linked to stronger EBITDA margin profiles. (Dot size=sample size/ no of companies)

In comparison, several sectors show weaker margin profile among companies

with higher green revenues. In Energy sector, this is consistent with overcapacity Utllities »
and volatile policy support for renewable energy equipment manufacturers.*
In Automobiles and Parts sector, it may reflect the uneven economics of
electrification including intense competition, pricing pressures and limited Real Extate . S P PS
economies of scale.*®
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Source: LSEG Green Revenues data as of April 2026. LSEG EBITDA data as of December 2025.

44 More details in Investing in the Green Economy 2025, Section 2.
45 |EA (2026) Global EV Outlook: Trends in electric cars
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Green transition: a
regional perspective




A more complex green
transition shaped by
regional energy priorities

The global green transition is entering a more complex phase, with
regions pursuing different pathways shaped not only by decarbonisation
goals, but also energy by security and industrial competitiveness. Recent
energy crises have highlighted energy supply vulnerabilities, particularly
in Asia — home to nearly 60% of the world’s population and comprising
largely emerging markets.

Meanwhile, the global energy system is becoming more diversified, with
renewables, nuclear, LNG, and emerging technologies such as hydrogen
playing larger roles. Supply chains for clean energy and critical materials
are becoming more concentrated and globally interconnected. Policies
aimed at strengthening supply chain resilience and domestic industrial
capacities — including tariffs, export restrictions and onshoring of green
technologies — may also risk increasing fragmentation across the global
green economy.
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Asia leads in both clean energy and fossil fuels Figure 18. Asia’s green revenue by market Figure 19. Asia’s green revenue share in selected micro sectors

Asia has been at the forefront of the energy transition, supported by strong
government policy and planning, clean energy adoption and investment. Major
economies — including China, Japan and India — have set ambitious clean
energy targets and transition plans, such as Japan’s GX targeting US$1 trillion of
investment to decarbonise power supply through renewables and nuclear and
reduce reliance on fossil fuel imports.*®

Electrified Road Vehicles & Devices _ 60%
Solar Energy Equipment - 70%
Railway (Infrastructure) - 66%
Efficient IT - 93%

Asian companies have generated the world’s most green revenues since 2016,
Advanced Vehicle Batteries - 89%

accounting for 47% of the global green economy in 2025, led by China, Japan,
Hong Kong and South Korea. It plays a critical role in green sectors such as
Energy Equipment, Transport Equipment and Waste and Pollution Control, with
China generating more than half of global green revenues in EV batteries and
railway infrastructure. Overall, Asia’s green revenues have grown at 12% CAGR
over the last five years, outpacing the global market (10%).

Power Storage (Battery) - 75%
Energy Use Reduction Devices I 60%
Nulcear Energy Equipment I 67%
Electrified Railways I 94%

Railways (General) I 85%
(0] 100 200 300 400 500 600 700 800 900 1000

Green Revenue (US$ billion)

Figure 17. Green revenues by region 2016-2025

Rest of the world B Asia

Source: LSEG Green Revenues data as of April 2026. LSEG Revenue data as of December 2025.

50%
45% Asia is also the largest destination for clean energy investment. China alone
deployed US$625 billion across renewables, energy storage, nuclear and

energy efficiency, representing over 30% of global investment.*’ India follows

40%
35%

30% e, o —e+—
5% with c.US$100 billion of clean energy investment, accounting for 83% of its
20% power sector capital allocation.*®
15% B China Il Hong Kong B Taiwan B Singapore B Thailand B Other
10% W Japan M South Korea B India B Malaysia M Philippines However, energy security continues to shape the region’s energy mix, given
5% Asia’s heavy dependence on imported fossil fuels, particularly from the Middle
0% ———————"8———¢= — -0 -0 o0 ‘ East. It remains the largest driver of coal investment and demand, led by China,
2016 5017 2018 2019 5020 2021 5022 2023 5024 5025 Source: LSEG Green Revenues data as of April 2026. LSEG Revenue data as of December 2025. . , .
which consumes 58% of the world’s coal, followed by India and Southeast
Asia.”® In response to recent oil price spikes, several Asia countries — including
—@— Africa —®— Americas e=@== Asia —®— Europe —®— Oceania

Thailand, Philippines, India and Bangladesh — have increased coal-fired power
generation®® despite calls for an accelerated shift towards renewables.” The
region faces a dual challenge: accelerating clean energy deployment while
maintaining reliable and affordable energy systems.

Source: LSEG Green Revenues data as of April 2026. LSEG Revenue data as of December 2025.

46 LSEG (2025). Japan’s $1trn bet on the climate transition. 49 IEA (2025). Global Energy Review 2025.
47 IEA (2025). World Energy Investment 2025. 50 Guardian (2026). Asia ramps up use of dirty fuels to cover energy shortfall triggered by Iran war.
48 ibid. 51 Ember (2026). Overcoming fossil lock-in is pivotal for Asia to buffer against energy shocks.



https://www.lseg.com/en/insights/ftse-russell/japans-1trn-dollar-bet-on-the-climate-transition
https://www.iea.org/reports/world-energy-investment-2025
https://www.iea.org/reports/global-energy-review-2025
https://www.theguardian.com/world/2026/apr/01/iran-energy-crisis-asia-dirty-fuels-coal
https://ember-energy.org/latest-insights/overcoming-fossil-lock-in-is-pivotal-for-asia-to-buffer-against-energy-shocks/
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US corporates continue to be key actors in the global green economy, Figure 20. US's green revenue share in selected micro sectors
even as US policy evolves

There have been swings of US clean energy policies over the past decade,
including withdrawals from and re-entry into the Paris Agreement, as well as

the introduction and subsequent scaling back of the Inflation Reduction Act.

Recent policy developments have increased focus on domestic oil and gas Nuclear Energy Generation - ca%
production, prioritising energy affordability and inflation control.

Despite this, the US remains the largest green economy by market Recyclable & Reusable Products _ 63%
capitalisation at US$6 trillion, accounting for 57% of the global total. By

revenue, the US generated 27% of world’s green revenue, led by sectors Railways Solutions - 43%
such as Energy Management & Efficiency, Transport Equipment and

Energy Generation. Apart from driving ¢.75% of the green revenues from General Waste Management - 69%

cloud computing globally, US companies are leading in green product and

services such as waste management (69%) and advanced irrigation systems Water Treatment (General) 44%

(57%). The US remains the second-largest clean energy investor globally,

with annual investment of c.US$400 billion.5? Video Conferencing (General) 80%

Corporate demand is a key driver of clean energy deployment in the US.
Driven by rising electricity demand from Al infrastructure and data centres,
the US has become the largest market for corporate clean power purchasing
agreement (PPA).>®* Meta, Amazon, Google and Microsoft together accounted
for nearly half (49%) of the clean power PPA deals in 2025.%* Since 2024,
corporate procurement strategies have expanded beyond solar and wind
towards firm and dispatchable energy sources, including growing interest 0 50 100 150 200 250 300 350 400 450 500
in nuclear—particularly advanced small modular reactors (SMRs)*® — and Green Revenue (US$ billion)

enhanced geothermal systems (EGS) supported by Al-driven exploration.>® Restof the world [l USA

Efficient IP Process 73%

Advanced Irrigation Systems & Devices (General)

57%

Geothermal Energy Equipment 76%

Source: LSEG Green Revenues data as of April 2026. LSEG Revenue data as of December 2025.

52 IEA (2025). Global Energy Review 2025. Estimated 2025 figure. 55 Havard Business Review (2025). Tech Companies, Nuclear Power, and the Problem of Strategic Timing.
53 LSEG (2024). Investing in the green economy 2024. 56 Wood Mackenzie (2025). Geothermal investment soars 85% as breakthrough tech unlocks 500 GW US potential.
54 BloombergNEF (2026). Corporate Clean Energy Buying Fell in 2025 After Nearly a Decade of Growth.
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Europe continues to diversify energy sources with accelerated shift Figure 21. Europe’s green revenue by market Figure 22. Europe’s green revenue share in selected micro sectors
towards renewables

Following the Russia-Ukraine conflict in 2022 and subsequent energy market
disruptions, Europe has undergone a structural shift towards energy sources
diversification and clean energy transition. The REPowerEU Plan — first
introduced in 2022 and later formalised into law in early 2026 — sets out a

clear roadmap to reduce EU’s dependence on Russian fossil fuels, accelerate
renewable deployment and improve energy efficiency, including a target of 42.5%
renewables by 2030.%’

Wind Energy Equipment - 41%
Efficient Industrial Process . 41%
Smart & Efficient Grids l 41%

, . ] . . . . . Transport Pollution Reduction l 45%
Europe’s green economy remains significant, with market capitalisation and
revenue reaching US$1.2 trillion. It is more geographically diverse than Asia, with pollution Control Waste Management I chog
91% of the green revenue spread across 10 countries, led by Germany, France
and the UK. European companies play a key role globally in green sectors such as Non GM Advanced Seeds l89%
bioenergy, cogeneration and food and agriculture. For example, over half of the
green revenues from bioenergy power generation comes from Europe, and 89% Biofuel Energy Equipment I43%

of the green revenues from advanced seeds are generated by Germany.

. ) ) Carbon Capture & Storage I 71%
Progress in clean energy deployment has been substantial since 2022. Solar

installations reached a record high of 406 GW, while wind additions totalled 234
GW.*8 Renewables now account for 47% of EU’s electricity generation,>® while
85% of Europe’s energy investment goes towards clean energy, reaching US$462
billion in 2024, which is similar to the US.%°

Aquaculture (Sustainable) I 60%

Cogeneration (Biomass) I 85%

50,00 100,00 150,00 200,00 250,00
However, grid infrastructure remains a main constraint for Europe’s clean energy Green Revenue (US$ billion)
transition. Grid expansion and system upgrades required to integrate intermittent
renewables have lagged behind rapid renewable deployment, leading to issues W Germany M UnitedKingdom W Spain M Netherlands M Switzerland Ml Other Restoftheworld Ml Europe
such as curtailment of renewables and price inefficiency.?' Spain’s 2025 power W France W aly W Sweden I Denmark W Finland
outage, for example, highlighted the limitations of existing grid infrastructure in
integrating high levels of variable solar energy.®? Source: LSEG Green Revenues data as of April 2026. LSEG Revenue data as of December 2025.
57 https://commission.europa.eu/topics/energy/repowereu_en 60 IEA (2025). World Energy Investment 2025.
58 Ibid. 61 Ibid.

59 lbid. 62 https://www.ren21.net/the-iberian-blackout-not-a-failure-of-renewables-a-wake-up-call-for-grid-resilience/
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3 3 Figure 23. Green economy by market — market capitalisation Figure 24. Green economy exposure by market
OX and revenue

The global green

Taiwan
economy COvers mOre Germany
than 50 markets N
While the US dominates the global green economy due to the large size of its a china
listed equities market, its green exposure remains below the world’s average of
10%. Taiwan ranks the second, driven by the scale and high green revenues of a%

Japan

. Green market
capitalisation

TSMC, which alone accounts for around 67% of Taiwan’s overall market, and 93% .
3%

41%

15%

13%

12%

12%

of its green economy by market capitalisation. China ranks the third by market

capitalisation. In revenue terms, the green economy is less concentrated in Canada
the US, which accounts for 27% of the global total, followed by China (19%) and 9
Japan (13%).

Global Average
On the other hand, several countries in Europe and Asia have green exposures
exceeding 10% despite their much smaller market size. Notably Germany and
France have high exposure, supported by green products and services in South Korea
industrial energy efficiency, EVs and renewable energy equipment.
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Hong Kong
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Source: LSEG Green Revenues data as of April 2026. LSEG free float market capitalisation data as of April 2026. LSEG Revenue data as of December 2025.
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Green economy
across industries

The global green economy spans almost all industries, albeit with a
concentration in Technology, Industrial Goods and Services, Automobiles
and Parts, and Utilities. Together, these industries represent 73% of the green
economy’s market capitalisation, driven by green products and services such
as cloud computing, efficient power electronics, renewable energy generation
and equipment, and electric vehicles. However, the relatively large shares of
Technology and Industrials primarily reflect their overall market size, rather
than their exposure to the green economy.

Green exposure remains widespread. Seven out of 20 industries now have
meaningful green economy exposure — exceeding the market average of 10%.
Autos sector stands out with the highest green exposure among all industries,
growing from 53% last year to 61%. Green business activities such as EVs

and batteries manufacturing are rapidly reshaping the industry by overtaking
conventional non-green business lines.

Figure 25. Composition of the green economy by ICB sectors
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LSEG Green Revenues data as of April 2026. LSEG free float market capitalisation data as of April 2026.
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Figure 26. Green economy across ICB sectors by exposure
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Green economy
across value chains

The green economy spans a wide range of climate and environmental
solutions across value chains, encompassing 133 types of green products
and services across 10 sectors, based on LSEG’s GRCS.

Energy Management and Efficiency — covering green buildings, efficient
information technologies and power storage — remains the largest green
sector, accounting for 44% of the green economy by market capitalisation
(US$4.7 trillion). It is followed by Transport Equipment (19%) with a market
capitalisation of US$2.0 trillion, led by EVs and batteries. These sectors
dominate in scale, reflecting their central role in energy efficiency
improvement and electrification.

Albeit with a smaller market capitalisation, Energy Equipment and Energy
Generation, where renewable energy sits, has emerged as the fastest-

growing green sector over the past three years, with CAGRs of 20% and 16%
respectively. This highlights the critical role of renewables for the accelerated

energy transition.

Figure 27. Composition of the green economy by green sector
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Figure 28: Growth of selected green sectors 2021-2026
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Energy Management & Efficiency
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Efficient IT
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Source: LSEG Green Revenues data as of April 2026. LSEG free float market capitalisation data as of April 2026.
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Source: LSEG Green Revenues data as of April 2026. LSEG free float market capitalisation data as of April 2026.
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Renewables have
driven the latest phase
of performance

Unusually, the strongest performance over the period came from a recovery

in the Renewables sub-index, rather than the perennially strongly performing
Energy Efficiency sub-index.®® This came from both renewable energy generating
power utilities and industrial manufacturers of renewable energy equipment.
This underlines the impact which the electrification theme is having on the
green economy, driven not only by the well discussed demand from Al/data
centres, but also growing demand from transportation, industrial process and
heating/cooling of buildings.®*®* This has reignited electricity demand growth for
utilities in developed markets such as the US and also plays to the strengths of
renewables, particularly solar, in terms on both cost competitiveness and speed
of deployment.

Over the 12 months to April 2026 the majority of the relative performance has
come from the specific, high green revenues stocks in the EOAS (selection
effect), as opposed to the skews in Industry weighting vs the FTSE All Cap
(allocation effect). The Brinson attribution shows that selection, particularly in
Industrials, Consumer Discretionary and Technology, has been the biggest driver.
In terms of allocation effects, the underweights in Healthcare and Consumer
Staples actually had a much greater (and positive) effect than the overweight in
Industrials and Technology.

63 Energy Efficiency has been the strongest performing green sub-index over the history of EOAS index
64 2026 Sustainable Investment Trends | LSEG
65 The Electrotech Revolution | Ember

Figure 29. Cumulative relative performance of green economy
sector indices vs FTSE Global All Cap
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Figure 30. Attribution of the performance of
FTSE EOAS vs FTSE Global All Cap
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Data used in the analysis

This report is based on LSEG’s proprietary Green Revenues data and draws on FTSE Russell index solutions, LSEG fixed income datasets and LSEG Deals Intelligence data.

LSEG Green
Revenues Data

FTSE Environmental Opportunities
All Share Index

LSEG Deals
Intelligence

Discover the data set »

LSEG’s Green Revenues data model brings the world

a closer look at the green economy; defining what it

is and determining the companies and activities that
compose it. The data set was designed to ensure broad
global coverage, comprehensive classification of green
activities, and granularity in the data provided.

Discover the index series »

Indices within the FTSE Environmental Opportunities
Index series measure the performance of global
companies that have significant involvement in
environmental business activities, including renewable
and alternative energy, energy management and
efficiency, water infrastructure and technology, and waste
and pollution control.

Discover Deals Intelligence »

Our deals data is the most extensive and flexible resource
available for timely M&A and capital markets transaction
insight and analytics, relied upon by the financial press
and deal makers around the world.
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Discover more about our
sustainable finance solutions

Learn more

© 2026 London Stock Exchange Group plc and its applicable group undertakings (the “LSE Group”). The LSE Group includes (1) FTSE International Limited
(“FTSE”), (2) Frank Russell Company (“Russell”), (3) FTSE Global Debt Capital Markets Inc. and FTSE Global Debt Capital Markets Limited (together, “FTSE
Canada”), (4) FTSE Fixed Income Europe Limited (“FTSE Fl Europe”), (5) FTSE Fixed Income LLC (“FTSE FI”), (6) The Yield Book Inc (“YB”) and (7) Beyond
Ratings S.A.S. (“BR”). All rights reserved.

FTSE Russell® is a trading name of FTSE, Russell, FTSE Canada, FTSE Fl, FTSE FI Europe, YB and BR. “FTSE®”, “Russell®”, “FTSE Russell®”, “FTSE4Good®”,
“ICB®”, “The Yield Book®”, “Beyond Ratings®” and all other trademarks and service marks used herein (whether registered or unregistered) are trademarks
and/ or service marks owned or licensed by the applicable member of the LSE Group or their respective licensors and are owned, or used under licence, by
FTSE, Russell, FTSE Canada, FTSE Fl, FTSE FI Europe, YB or BR. FTSE International Limited is authorised and regulated by the Financial Conduct Authority as
a benchmark administrator. All information is provided for information purposes only.

All information and data contained in this publication is obtained by the LSE Group, from sources believed by it to be accurate and reliable. Because of the
possibility of human and mechanical error as well as other factors, however, such information and data is provided “as is” without warranty of any kind. No
member of the LSE Group nor their respective directors, officers, employees, partners or licensors make any claim, prediction, warranty or representation
whatsoever, expressly or impliedly, either as to the accuracy, timeliness, completeness, merchantability of any information or of results to be obtained from the
use of FTSE Russell products, including but not limited to indexes, data and analytics, or the fithess or suitability of the FTSE Russell products for any particular
purpose to which they might be put. Any representation of historical data accessible through FTSE Russell products is provided for information purposes only
and is not a reliable indicator of future performance.

No responsibility or liability can be accepted by any member of the LSE Group nor their respective directors, officers, employees, partners or licensors for (a)
any loss or damage in whole or in part caused by, resulting from, or relating to any error (negligent or otherwise) or other circumstance involved in procuring,
collecting, compiling, interpreting, analysing, editing, transcribing, transmitting, communicating or delivering any such information or data or from use of this
document or links to this document or (b) any direct, indirect, special, consequential or incidental damages whatsoever, even if any member of the LSE Group
is advised in advance of the possibility of such damages, resulting from the use of, or inability to use, such information.

No member of the LSE Group nor their respective directors, officers, employees, partners or licensors provide investment advice and nothing in this document
should be taken as constituting financial or investment advice. No member of the LSE Group nor their respective directors, officers, employees, partners or
licensors make any representation regarding the advisability of investing in any asset or whether such investment creates any legal or compliance risks for the
investor. A decision to invest in any such asset should not be made in reliance on any information herein. Indexes cannot be invested in directly. Inclusion of
an asset in an index is not a recommendation to buy, sell or hold that asset nor confirmation that any particular investor may lawfully buy, sell or hold the asset
or an index containing the asset. The general information contained in this publication should not be acted upon without obtaining specific legal, tax, and
investment advice from a licensed professional.

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the
results of the actual trading of investable assets. Certain returns shown may reflect backtested performance. All performance presented prior to the index
inception date is back-tested performance. Back-tested performance is not actual performance, but is hypothetical. The back-test calculations are based

on the same methodology that was in effect when the index was officially launched. However, back-tested data may reflect the application of the index
methodology with the benefit of hindsight, and the historic calculations of an index may change from month to month based on revisions to the underlying
economic data used in the calculation of the index.

This document may contain forward-looking assessments. These are based upon a number of assumptions concerning future conditions that ultimately may
prove to be inaccurate. Such forward-looking assessments are subject to risks and uncertainties and may be affected by various factors that may cause actual
results to differ materially. No member of the LSE Group nor their licensors assume any duty to and do not undertake to update forward-looking assessments.

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying,
recording or otherwise, without prior written permission of the applicable member of the LSE Group. Use and distribution of the LSE Group data requires a
licence from FTSE, Russell, FTSE Canada, FTSE FI, FTSE Fl Europe, YB, BR and/or their respective licensors. wholly owned by London Stock Exchange Group.

LSEG



https://www.lseg.com/en/solutions/sustainable-finance

