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Developed markets have long been leaders in renewable power generation, but data suggests they will soon be
overtaken by emerging markets.
Today, emerging economies total installed capacity of wind and solar is 307 gigawatts and 272 gigawatts,
respectively. That’s 51% and 53% of global capacity, according to Moody’s.
China accounts for most of that increase, thanks to having a strong central government that allows the country to
mobilize resources easily. Because utilities are all state-owned enterprises, when China wanted to provide a
cleaner environment, it was able to do so rapidly—possibly too rapidly.
Overcapacity Creates Challenges
Emerging markets, including China, have built out their renewable capacity based on an anticipated gross
domestic product (GDP) growth rate of around 7%, but those growth rates have not materialized in the wake of the
global financial crisis.
In addition, the composition of GDP has changed in emerging markets. Growth in electricity was at one time 0.7

2
times GDP, but has fallen as emerging markets become more service-oriented, because service-oriented
companies require less electricity.
So, when many emerging market countries made a decision to invest in renewables 15 or 20 years ago, they were
looking at a different economy and a different growth rate—and now they have overcapacity in renewable power
generation.
China’s substantial overcapacity is also the result of a lack of investment in infrastructure. Wind farms located in
the northwestern China generate energy, but consumption occurs in the southeast, and there hasn’t been enough
investment in the transmission lines to get the power from where it’s generated to where it’s consumed.
As a result, while the nation has the world’s largest renewables fleet, that fleet suffers from the world’s largest
curtailment, which is wasted energy.
India, meanwhile, has significant overcapacity in solar, and Brazil in hydro given their geography.
That overcapacity will get absorbed; it will just take time.
China, for example, is studying the timing of a proposed ban on traditional-fuel vehicles, and it wants all electric
vehicle batteries to be made in China, which would create new electricity demand. There are also technological
advances on the horizon that will speed up the process.
As the cost of storing power in batteries comes down, for example, the overcapacity problem could be overcome.
Until then, however, overcapacity and will be disruptive to operators’ profitability.
Growth Still Pronounced
Still, growth opportunities in emerging market renewables are pronounced, as the chart below highlights.
By 2040, China is expected to add 2,522 gigawatts of capacity, 82% of it renewable (wind, solar, and hydro); India is
expected to add 1,119 gigawatts of capacity, 82% of it renewable as well; and the Middle East, Turkey, and Africa
are expected to add 1,068 gigawatts of capacity, 72% of it renewable.
Together, those key emerging markets will add 3,744 gigawatts of renewable capacity versus just 2,940 for the rest
of the world.
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Disclosure:
Please carefully consider the Funds’ investment objectives, risks, charges, and expenses before investing. This
and other information is contained in the Funds’ prospectus and summary prospectus, which you may obtain
by calling +1 800 742 7272. Read the prospectus and summary prospectus carefully before investing. Investing
includes the risk of loss.
Any statements or opinions expressed are those of the author as of the date of publication, are subject to change
without notice as economic and markets conditions dictate, and may not reflect the opinions of other investment
teams within William Blair Investment Management, LLC or the Investment Management Division of William Blair &
Company, L.L.C.
This content is for informational and educational purposes only and not intended as investment advice or a
recommendation to buy or sell any security. Investment advice and recommendations can be provided only after
careful consideration of an investor’s objectives, guidelines, and restrictions.
Factual information has been taken from sources we believe to be reliable, but its accuracy, completeness or
interpretation cannot be guaranteed. Investments are subject to market risk. Forecasts, estimates, and certain
information contained herein are based upon proprietary research and should not be interpreted as investment
advice, as an offer or solicitation, nor as the purchase or sale of any financial instrument. Statements concerning
financial market trends are based on current market conditions, which will fluctuate.
William Blair does not provide legal or tax advice. Please consult your tax and/or legal counsel for specific tax
questions and concerns.
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