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Another Approach to Green Investing...
Getting Warmer:  Temper-
atures are trending further above 
the historical average.

DEVIATION OF GLOBAL SUR-
FACE AIR TEMPERATURE FROM 
1950-1980 AVERAGE

SOURCE: Business Week

SOURCE: Hanson Investment Management

The need for cheaper and cleaner 
sources of  energy couldn’t be 

clearer. Oil prices, which have doubled 
over the last year, continue to advance. 
And as the chart to the right shows, 
evidence of  global warming, caused 
by escalating CO2 emissions grows 
daily. 

Not surprisingly, alternative energy 
shares are attracting a great deal of  
interest today. But despite their rather 
obvious appeal, investing in the sector 
remains risky. True, wind, solar and 
even geothermal technologies have 
made great strides over the last decade. 
But their economic competitiveness 
is still dependent on the price of  oil 
(which can be volatile) and erratic 
government subsidy programs. And 
like many emerging technologies, 
alternative energy projects typically 
require large upfront investments and 
long lead times before significant 
returns can be generated. The 
uncertain profit outlook and often 
high share prices makes for volatile 
investments. The recent performance 
of  solar shares offers a good example. 
Solar stocks had a great run in 2007 
but fears of  increased competition sent 
them down 25% or more during the 
first quarter of  this year.

Reducing carbon emissions in an 
ever-expanding global economy will 
require a multifaceted approach. New 
low-carbon sources of  energy will 
certainly be central to any solution. 
But conservation measures, which 
are typically inexpensive and rely 
on existing technology, should not 
be overlooked. A recent study by 
consulting firm McKinsey found that 
some very simple efficiency measures, 
such as switching to more efficient 
lighting in residential and commercial 
buildings, produced average returns 

of  17% and minimum returns of  
10%. These profit results make energy 
efficient investments the “low-hanging 
fruit” in the war against greenhouse 
gases. 

Approximately one out of  every 
nine barrels of  world oil goes into 
American gasoline tanks. For this 
reason, efforts to improve fuel 
efficiency will play a big role in 
reducing overall demand and CO2 
emissions. Switching to lighter 
vehicles with more efficient engines 
will help bring the average fuel 
economy standard of  new cars in the 
U.S. from the current 27.5 mpg closer 
to those in Japan (46 mpg), Europe 
(43 mpg) and China (36 mpg). And 
switching 25% of  our vehicles to more 
efficient diesel models will reduce 
gasoline usage by 5%. 

Recapturing wasted energy, 
estimated to total 56% of  all energy 
generated in the U.S., represents 
another huge savings opportunity.  
Experts estimate that about two-thirds 
of  the energy produced in generating 
electricity, for example, is lost when 
fuels such as coal and natural gas are 
burned or from electricity leaching out 
of  transmission lines. Approximately 
20% of  the energy used in commercial 
and residential buildings is lost and 
could be recaptured by using higher 
efficiency lighting and appliances and 
improving insulation and architecture. 
And in industry, efficiency can be 
improved by harnessing excess heat 
generated from power production. 

The political season is in high 
gear now and proposals to curb CO2 

emissions and reduce gas prices are 
getting lots of  press. Not surprisingly, 
few candidates are emphasizing the 
relatively straightforward approach of  
getting Americans to use energy more 

efficiently. Ultimately, however, high 
prices rather than policy measures 
may prove the most effective means of  
getting consumers to conserve energy. 
Consider the fact that Denmark, 
which tops the list of  energy efficient 
countries, also has among the highest 
power prices. And among U.S. 
states, energy consumption drops 
approximately 7% for every cent 
per kilowatt-hour that prices exceed 
the national average. Ultimately, 
conservation measures will not be 
enough to solve the nation’s energy 
problems but they will make a 
necessary difference.  The companies 
listed below offer some interesting and 
fairly low-tech solutions to improving 
energy efficiency. 
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