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Rates of return
Alistair Welch speaks to Ian Nolan,  

the Green Investment Bank’s chief investment officer

Late November 2012 saw the 

Green Investment Bank (GIB) 

officially open for business 

as the institution, whose arrival has 

been much anticipated by the low-

carbon industry, made its first two 

investments: £8 million to support 

the building of an anaerobic digestion 

energy-from-waste plant in Teesside 

and £5 million to improve energy 

efficiency at the facilities of Kingspan 

Construction.

A project of the Coalition 

Government, the bank, the first of its 

kind in the world, has been seeded 

with initial funding of £3 billion which 

is to be committed by March 2015. 

The overall goal of the GIB is to 

accelerate the flow of capital in the 

renewable energy and low-carbon 

sectors.
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The bank’s initial investments will 

be focussed on three priority sec-

tors: offshore wind; waste, both 

recycling and energy from waste; and 

energy efficiency. Speaking to Energy 

Engineering, the bank’s chief invest-

ment officer Ian Nolan explained 

that these sectors had been chosen 

because they were at the right level of 

maturity and on the “cusp of invest-

ability.”

“One of the easiest ways to articu-

late why certain sectors were chosen 

is to explain why other sectors were 

not,” he says. “Excluded at one end of 

the spectrum were solar and onshore 

wind on the premise that the capital 

markets didn’t need help or assistance 

from a Government owned bank. 

Excluded at the other end were wave 

and tidal and CCS. These sectors were 

excluded because they are currently 

somewhere between needing grant 

funding and early-stage venture capital.”

GIB investments will help to bolster 

investor confidence in sectors like 

offshore wind with a view to attracting 

conventional finance moving forward. 

“Our task is to put our shoulder to 

the wheel and to put our capital, 

expertise and reputation to work 

to ensure that we and these sec-

tors make good money so that they 

become mainstream investible and 

that we are no longer needed,” con-

tinues Nolan. “Perhaps wave and tidal 

and CCS will be the priority sectors of 

tomorrow as the technologies mature 

and as they move along their develop-

ment curve towards investability.”

Asked whether the very existence 

of a Green Investment Bank suggests 

that renewable and low-carbon indus-

tries are struggling to attract conven-

tional finance due to concerns over 

commercial viability, Nolan argues that 

it is a question of showing the invest-

ment community the potential of 

these sectors.

“We want to attract more capital,” 

he says. “The people investing at the 

moment have to be seen to do well 

and then the cost of capital will come 

down as people get more comfort-

able with the risks. The UK offshore 

wind industry, for example, is a very 

young industry but is developing very 

rapidly. It is starting to develop an 

investment ‘story’ that is potentially 

going to be very attractive to outside 

investors.”

Furthermore, the bank has been 

criticized for lacking the power and 

capital to meaningfully influence the 

low carbon industry. Nolan counters 

that, in the early stages of the GIB’s 

life, £3 billion is a significant amount 

of capital. “As a team we are very 

focussed on deploying and committing 

it over the next two to three years 

and making sure that the bank makes 

good profits,” he says. “If we succeed 

in doing that then we imagine that a 

variety of financing options will open 

up to us. Of course, it is important 

that we walk before we run. The 

initial portfolio of this bank is incred-

ibly important in determining whether 

or not we will succeed in building an 

enduring institution.”

Nolan reports that, despite the 

well-publicized delays to its scheduled 

opening and concerns over its bor-

rowing power, initial industry reaction 

to the GIB has been overwhelmingly 

positive. “We seem to be very popu-

lar, of course, it is probably the size 

of our chequebook that is making us 

popular,” he remarks. “Lots of utili-

ties and corporates want to find out 

whether they can work with us and 

whether we can help them. We are 

encouraged by the warm reception 

that we have received right across the 

market.”

“The challenge is to work out how 

we can help in a way that is consistent 

with our own objectives,” he con-

cludes. “Everybody would like to be 

given some soft money, but we are 

not a soft money business, we are a 

for profit bank.” ■
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