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T
he world, 
it seems, is 
going green. 
Businesses 
and homes 
are all looking 
to recycle, 
save energy 
and leave as 
little of an 
environmental 

footprint as possible. One group, 
however, seems a bit reticent to put its 
green on the green movement – the 
investment community.

     “It’s happening to some degree,” 
says David Kathman, mutual fund 
analyst for Morningstar Inc., a 
provider of independent investment 
research for more than 290,000 
investment offerings, including stocks 
and mutual funds. “You’ll hear a lot of 

talk about plans to invest in green tech 
or starting to play in the sustainable 

of skepticism on how well it’ll play 
out. There are a lot of unknowns and 
variables. It’s hard to predict. There is 
a lot of short-term risk.”

Since 2005, cleantech companies 
funded by venture capital groups have 

on Nasdaq Stock Market Inc. The 
average amount raised by these IPOs 
was $77 million, with post-IPO value 
averaging $245 million. In early 2008, 
Imperium Renewables, a venture-
backed biodiesel producer that 
operates the largest biodiesel plant in 
the country, cited market conditions in 
shelving IPO plans to raise a possible 
$345 million. It isn’t the only one.

Part of the reason why investors are 
wary may be the lack of return during 

the last “green” movement back in 
the 1970s during the oil crisis. At that 
time several environmentally oriented 
mutual funds came onto the scene, but 
“a number of funds ended up closing 
up shop due to light investor interest 
or lackluster performance,” says 
Michael Herbst, another analyst with 
Morningstar. 

 Still, he thinks things look brighter 
this time around.

A passing fad?
“There is a consensus among 

scientists, policymakers and 
investment pros that alternative 
forms of energy will be necessary 
to meet global demand in coming 
decades. …A broad range of 

to multinational corporations to a 
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Investors see opportunity in investing 

in cleantech, but where is the money?
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you’re starting to see people thinking 
about how do you make money in that 
space. There’s a lot of solar companies 
getting funded, and not everyone will be 
a winner.”

Who will win?
Still, he sees that there will be big 

winners down the road.
“So many are working the energy 

paradigm,” he says. “We are 
redesigning the old system. Let’s 
face it, there will be a middle class 
developing in China and India, and 
they will want energy to light their 

TVs and lights. There will be more 
demand for energy – and you add 
all the climate change issues and 
government regulations – everyone 
will be out to be the company that will 
solve this problem. There’s a ton of 
opportunities, but there will be lots of 
money lost along the way.”

He sees the investment community 
going after “low-hanging fruit” in 
terms of investment opportunities. 
“I think, especially in this economy, 
that you’ll see investments made 
in companies that are less capital 
intensive and will produce short-
term and quicker returns on the 
investment.”

The time factor – how long will it 
take to get a return on the investment 
– is a dark cloud over the cleantech 
playground. “There is no question 
in my mind that there is money to 
be made in this space and a lot of 
innovation being done and new 
technology coming out,” says Janet 
B. James, general partner of RockPort 
Capital Partners in Boston. “But I do 
question how long it will take.”

She sees the new administration 
helping prompt the flow of funds. 
“There are a lot of companies that 
could use some of that capital for 

their products – products that aren’t 
big ideas. Products like insulation 
materials, which reduce costs and 
reduce our carbon footprint. That’s 
an example of what I think this 
administration is clearly targeting.”

 She also believes that companies that 
are seeking alternatives to fossil fuels, 

“There is a renaissance of companies and 

seven years ago.  There is a solar space 
revolution going on from a technology 
standpoint. The company that can 
produce and distribute electricity from 
a solar panel that can compete with a 
utility company is the Holy Grail.”

the demand for energy rises and the 
potential of energy security issues 
threaten growth – along with a 
growing demand that climate change, 
greenhouse emissions and/or wastes 
and pollutants be dealt with – 
entrepreneurs and companies trying to 
solve the problems will be hard at work 
offering up creative solutions. And, as 
the analysts say, a lot of money will be 
lost – and made – in the effort.

Arcapita Venture’s Ramsey Battin, 
however, puts it all in perspective.

 “Not everyone will be winners, 

and there will be money made – and 
a boatload lost. But fundamentally, 
there is something deeper going on. 
By any measure these companies are 

issues. We’re talking about saving the 
environment – the planet.”

Battin contrasts these companies 
that are dealing with environmental 
issues with another time when an 
industry segment caught the eye of 
the venture capital community.  “The 
cleantech companies are talking about 
changing the world for the better,” 
he says.  “During the dot.com era, 

way to buy dog food off the Internet.” t

“I think, especially in this economy, 
that you’ll see investments made in 
companies that are less capital intensive 
and will produce short-term and quicker 
returns on the investment.”
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examining how climate-related factors 
may have an impact on their bottom 
lines,” he says. “Similarly, heavyweight 
institutional investors such as pension 
funds, investment banks and insurance 
companies are working together to 
navigate the transition to a greener 
world. That combination of factors has 
us thinking green investing could be 
more than a passing fad.”

 Investment numbers show that it may 
be more of a trend than a passing fad. 

In 2007 venture capitalists poured 
$2.2 billion into U.S. cleantech 
companies, a 45 percent jump from 
2006, according to the MoneyTree 
Report, which is produced by 
PricewaterhouseCoopers and the 
National Venture Capital Association 
and based on data provided by Thomson 
Reuters. The segment is obviously on 
the rise. In 2002, a mere $263 million 
found its way into cleantech companies, 
according to the same report.

 The cleantech sector has grown so 
much that it was largely responsible for 
moving the industrial-energy sector to 
fourth place among all industrial sectors 
(behind software, biotechnology, and 
medical devices and equipment), the 
report said. Furthermore, of the 170 
venture capitalists polled by the NVCA 
in its 2008 predictions survey, 80 percent 
said they believe the sector will continue 
to grow.

Actually, there are two ways to invest 
“green” says Barry N. Berlin, CFA, 
managing director of Atlantic Trust, 

“One way is to look at stocks, including 
Fortune 100 ones, through a green wash 

way you look at a portfolio and use a 
scorecard to see how it rates. It’s very 
complicated, and right now the tools to 

a bit immature at this point. How do you 

judge if a company is walking the talk? 
You can have an energy company, for 
instance, with good green record but they 
may be also involved in nuclear energy. 
Well, to some, that’s sustainable energy 
and green; to others it’s not acceptable.”

It was so much easier to rate a 
company’s environmental record “by 
the number of EPA violations and 
seeing the pollutants coming out of 
their smokestacks,” he says. Adding, 

is much more complicated than when 
investors would not put money into 
companies that did business with South 
Africa because of its apartheid policies. 
That was very clear cut; you’re either 
doing business there or you’re not.”

The cleantech sector
 The second way to invest is in 

companies that are in the cleantech sector. 

Granted, in today’s economy initial public 
offerings or venture capital investments 
in all segments may be reduced, but any 
reduction may hit the nascent cleantech 
segment especially hard.

  “Alternative energy, in particular, 
is getting some attention, but it still 
is really early. Also, there have been 
no huge successes to this point,” says 
Kathy Harris, senior vice president at 

Partners. “Really big ideas take a lot of 
capital [in this arena] and a long time 
frame to get a return on your investment. 

idea, for instance. When you’re investing 
in health care companies you’re looking 
for ideas that will take costs out of the 
system. It’s more transparent because it’s 
a creative delivery model.”

Currently Harris says that the new 
media segment still has growth legs 
and is more attractive than cleantech 
to the investment community. “We 
see opportunity in this space [green], 
but we haven’t seen enough return on 
shareholder value yet.”

It’s that “unknown” factor that has 
investors skittish.

 “We’ll see how it’ll play out. There’s 
a lot of unknowns and variables,” 
Kathman says. “The long-term arena 
is more attractive than the short-term 

president’s plans work out. Long-term, 
it’s an area that will do well, but it’s like 

know the industry well, it’s still a crap 
shoot.”

 Ramsay Battin, director of Arcapita 
Ventures Inc., says the investment bloom 
even may be waning a bit. “In the past 
two-and-a-half years there has been 
an explosion in investment dollars in 
the greentech space,” he says. “And 
there’s been no breakout [star]. If you’re 
following the venture capital space, 


