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Energizing autonomy:

Europe’s new power play

Europe has entered a moment in which
sovereignty is no longer a lofty political

ideal but a pressing strategic imperative.
The continent’s vulnerability was laid bare

in 2022 when Russia’s full scale invasion of
Ukraine exposed how decades of reliance on
imported fossil fuels — especially natural gas
— could swiftly turn into economic fragility. At
the peak, Russian gas accounted for nearly
50% of EU gas imports, a share that has since
fallen to around 12%, but the shock revealed
how precarious such dependence can be.
Price spikes, inflationary pressures, and
industrial uncertainty spread across

the continent.
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At the same time, ongoing instability in the Middle East
continues to highlight how sensitive global energy corridors
remain, while strategic rivalry between the US and China
reinforces the risks of concentrating supply chains for
critical technologies in a handful of external actors. Against
this backdrop, Europe’s energy transition has evolved

from primarily an environmental agenda into a core pillar
of strategic autonomy. The uncomfortable truth is now
unmistakable: without a secure, resilient, and domestically
anchored energy system, Europe’s ambitions for economic
independence and competitiveness cannot be realized.

ALLIANZGI.COM



ENERGIZING AUTONOMY: EUROPE’'S NEW POWER PLAY

N

Energy sovereignty: a core pillar of
strategic autonomy

Europe has made notable progress in transforming

its electricity system over the past decade, with 2023
marking the first year in which renewable energy sources
surpassed fossil fuels in EU power generation. Wind

now contributes around 20% of electricity, solar roughly
10%, hydropower about 11%, while nuclear provides a
stable share of around 24%. In total, renewables supply
approximately 46% of Europe’s electricity, signaling a
meaningful shift toward a cleaner and more resilient
energy mix. Yet electricity represents only part of
Europe’s broader energy landscape. When examining
final energy consumption — which includes heating,
transport, and industrial demand - fossil fuels still
dominate. Oil accounts for about 35% of total energy
use, gas for roughly 23%, and coal for around 11%, while
renewables make up only about 23%. This means that
fossil fuels still supply close to 70% of Europe’s overall
energy needs, underscoring the urgency of accelerating
electrification across harder-to-decarbonize sectors such
as mobility, buildings, and heavy industry.

So while Europe has made significant progress in
reducing emissions and dependence on fossil fuels,
decarbonization does not equate to sovereignty per se.
Achieving strategic autonomy means controlling the
underlying energy value chain. Of course, renewables
provide an opportunity to reduce exposure to global
fuel markets, but this will still lead to a reliance on
international suppliers for solar panels, batteries, and
other components, as well as the critical minerals that
underpin green manufacturing.

Energy sovereignty thus means securing domestic
production capacity, strengthening supply chains, and
ensuring the resilience of generation, distribution, and
storage systems. By reducing vulnerability to external
pressures, Europe can build a more resilient economic
base — one capable of supporting long term growth,
powering the Al revolution, and, crucially, maintaining

geopolitical flexibility in an increasingly uncertain world.

Of course, the road to energy sovereignty will not
be without its difficulties and Europe faces several
structural hurdles.

First, the continent has underinvested in critical
infrastructure for decades. Electricity grids lack the
capacity and flexibility required for a renewables heavy
system; storage remains insufficient; and cross border
connections lacking. Second, regulatory fragmentation
continues to hinder progress. Approvals for new energy
projects remain slow and complex, while divergent
national frameworks create uncertainty for investors
and slow the scaling of new technologies. The EU’s
Industrial Accelerator Act, presented on February 25t
2026, recognizes this problem and aims to simplify the
authorization procedures for infrastructure projects and

high-energy-intensity industries.
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Growing policy momentum

Europe has recently taken a decisive policy shift toward
strengthening energy autonomy. For instance, Fit for

55 has tightened emissions targets, expanding carbon
pricing, and supporting the rollout of electric vehicles,
heat pumps, and clean industrial technologies essential
for cutting fossil-fuel use. RePowerEU, launched in 2022,
then set out a three-pillar response focused on reducing
energy demand, diversifying gas supplies through new
LNG capacity and alternative pipeline agreements, and
accelerating renewable deployment by streamlining
permitting processes. It also raised the EU’s 2030

renewable energy target to 45% of the total energy mix.

Meanwhile, the 2023 Net Zero Industry Act (NZIA) has
added an industrial dimension by aiming European
production of at least 40% of key clean-tech components
—such as solar panels, wind turbines, batteries, heat
pumps, electrolyzers, and carbon-capture equipment

— by 2030. And, alongside this, the EU Hydrogen
Strategy is targeting 10 million tonnes of both domestic
renewable hydrogen production and imports by 2030,
supported by the European Hydrogen Bank to stimulate
market creation.
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The strategic role of innovation

Innovation will be the linchpin of Europe’s shift toward
energy sovereignty. Emerging technologies — notably

in hydrogen, and carbon capture and storage — will
enable solutions for sectors where direct electrification

is difficult, such as steel production, while innovation in
areas such as smart grids, energy management software,
digital sensors, and Al enabled optimization will
strengthen the reliability of energy systems and allow for
the greater penetration of renewables. Battery storage
technologies will also play a decisive role in balancing a
renewables-based system and mitigating intermittency.

However, established players among Europe’s utilities
and infrastructure providers will remain the operational
backbone of the continent’s journey toward energy
independence. Large scale grid expansion is essential
for integrating renewable energy, connecting new
industrial sites, and strengthening resilience against
supply disruptions. And utilities are at the forefront of
deploying wind and solar capacity, upgrading networks,
and rolling out smart metering and digital tools to
increase efficiency, while Europe will also need to scale
domestic manufacturing for critical components such
as turbines, substations, high voltage cables, and grid

balancing equipment.

Energy sovereignty as opportunity

Europe’s pursuit of strategic autonomy is inseparable
from its ability to secure, produce, and control its own
energy resources. The geopolitical shocks of recent years
have crystallized the importance of reducing reliance on
external suppliers and building a resilient, homegrown
energy ecosystem. Achieving this requires significant
investment in infrastructure, innovation, supply chain
development, and industrial capacity — but the result
will be a more stable, competitive, and sovereign Europe.

For investors, the European energy ecosystem could
offer a blend of stable cash flow opportunities and high
growth innovation. Utilities and grid operators deliver
resilience and long term visibility, supported by regulated
business models and essential infrastructure expansion.
Meanwhile, green technology manufacturers, hydrogen
developers, storage innovators, and digital energy
platforms offer exposure to technological breakthroughs
and scalable decarbonization solutions.

Companies that combine the scale to underpin Europe’s
critical energy infrastructure with the innovation to
reshape it stand at the intersection of policy support,
structural demand, and long-term capital deployment.
This is creating a powerful opportunity for investors to
participate in Europe’s drive toward energy sovereignty
while capturing durable growth and resilient returns.
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Investing involves risk. The value of an investment and the income from it may fall as well as rise and investors might not get back the full
amount invested.

Past performance does not predict future returns. If the currency in which the past performance is displayed differs from the currency of the
country in which the investor resides, then the investor should be aware that due to the exchange rate fluctuations the performance shown may
be higher or lower if converted into the investor’s local currency.

This is for information only and not to be construed as a solicitation or an invitation to make an offer to buy or sell any securities. The views
and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of
publication. The data used is derived from various sources and assumed to be accurate and reliable at the time of publication. but it has not
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