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The Energy Addition: Power Play

All data, projections and opinions are as of September 10, 2026 and subject to change.

Two transformations are reshaping the global economy: Generative artificial intelligence 
(Gen AI) and the closely linked transformation of the energy system, which we call the 
Energy Addition. Rather than replacing one energy source with another, the world is 
racing to add capacity as electricity demand accelerates.

Artificial Intelligence (AI) growth and electrification across transport, manufacturing 
and buildings are driving a step-change in power demand. Meeting this demand will 
require investment from the public and private markets across generation, grids, storage, 
electrification and enabling infrastructure. Capital is already flowing into the theme: 
Private energy transition funds have raised record amounts, while flows for thematic 
clean energy, nuclear and power grid exchange-traded funds (ETF) globally reached over 
$20 billion from the past five quarters, with Q2 2026 accounting for the largest quarterly 
inflows, and Q3 2025 showing the largest quarterly jump.1 Investor interest appears to 
be growing, though the Energy Addition remains in its early stages. 

DEMAND, SUPPLY CONSTRAINTS AND THE POTENTIAL OPPORTUNITY SET

Global energy demand is growing faster than any single source can meet alone, requiring 
additions across the entire energy system rather than a simple replacement of one 
fuel with another. Electrification, Gen AI, energy security and favorable economics are 
accelerating demand, while grids, equipment, minerals, permitting and labor increasingly 
determine how quickly new supply can be delivered. This interaction between rising 
demand and physical constraints defines both the next phase of the Energy Addition and 
its investable opportunity set.

Electrification of the economy and Gen AI. Electricity is the focal point of the Energy 
Addition, with broad electrification across transportation, buildings, industry, appliances 
and cooling reinforced by AI-driven load growth. Global electricity demand grew 4.4% in 
2024 and 3.0% in 2025, and the Internal Energy Agency (IEA) forecasts 3.6% average 
annual global growth through 2030—roughly 50% faster than the prior decade.2 In the 
U.S., demand is projected to grow 4.2% annually through 2030, a marked acceleration 
from the 0.7% annualized growth observed between 2021 and 2024.3 (Exhibit 1).
1 Bloomberg, Q2 2025 through Q2 2026 analysis of Thematic ETFs.
2 IEA, Electricity 2026, February 6, 2026.
3 IEA, Global Energy Review 2026, May 2026.

WHY IT MATTERS FOR 
INVESTORS

Energy Addition is a broad supply-
and-demand investment theme. 
Accelerating electricity demand 
requires more generation, grids, 
storage and enabling infrastructure, 
while constraints in transmission, 
equipment, critical minerals, 
permitting, and labor determine 
the pace and cost of that buildout. 
Together, these forces are directing 
capital toward utilities, infrastructure, 
industrials, natural resources, 
engineering services, and thematic 
public and private strategies.

Merrill Lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment products sponsored, managed, distributed or provided by companies 
that are affiliates of Bank of America Corporation (“BofA Corp.”). MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp.
Investment products:

Are Not FDIC Insured Are Not Bank Guaranteed May Lose Value

Please see last page for important disclosure information. 9115487 9/2026

https://www.sipc.org/


2 of 6 September 2026 – The Energy Addition: Power Play

Exhibit 1: U.S. Electricity Demand.

 



















































































































*Compound annual growth rate. E=estimate. Source: ICF Energy Demand Growth report as of June 2026. 

AI is an important accelerator. The IEA estimates data centers will account for about 
10% of global electricity demand growth through 2030, but more than 20% in advanced 
economies, where demand is expected to more than double over the next five years and 
grow roughly four times faster than overall electricity demand. Because AI data centers 
are energy-intensive and require large, concentrated loads, power availability has become 
a key constraint on AI deployment. With hyperscalers planning more than $700 billion 
in 2026 AI infrastructure capital expenditures with more in 2027, the electric grid has 
moved to the center of the global AI race, giving countries with reliable, scalable and 
affordable power a growing competitive advantage.

Key take away: Affordability concerns, as well as concerns over water and 
land use, noise and air pollution, have led to communities pushing back on data 
center development, sometimes successfully: At least $156 billion across 48 
projects was blocked or stalled due to local opposition in 2025 alone. The first 
quarter of 2026 produced the largest single quarterly concentration of delayed 
or blocked data center projects on record. 

Policymakers, utilities, and developers will need to effectively engage with 
communities in order to keep up with the desired pace of construction.

Source: Data Center Watch: Q1 2026 Insights Report as of May 2026.

The supply response is broadening. Global energy demand rose across all major fuels 
and technologies in 2025,4 while renewables accounted for 38% of the increase in global 
energy supply and more than 90% of total power capacity additions.5 BloombergNEF 
estimates global energy transition investment reached a record $2.3 trillion (T) in 2025, 
including $1.2T directed toward renewables and grids. Notably, growth in renewable and 
nuclear generation exceeded the increase in global electricity demand in 2025, allowing 
fossil-fuel generation to decline despite rising electricity consumption.6 Reflecting this 
shift, solar surpassed coal in the U.S. electricity mix for the first time in May 20267 
(Exhibit 2).

4 IEA, Global Energy Review 2026, May 2026.
5 IEA Global Energy Review 2026, May 2026.; BloombergNEF.
6 IEA Global Energy Review 2026, May 2026.
7 BNEF Solar Passes Coal in Historic Shift for US Electricity Mix (1) | BloombergNEF, July 10, 2026.

 













Source: Solar Energy Industries Association/Wood 
Mackenzie U.S. solar Market Insight as of March 2026. 

 
























Source: IEA. Values for the 2025-2030 period are forecasts.

 












Source: Solar Energy Industries Association/Wood 
Mackenzie U.S. solar Market Insight as of March 2026.



3 of 6 September 2026 – The Energy Addition: Power Play

Exhibit 2: Global Electricity Generation By Technology/Fuels, Shares.

 




























    



Source: BNEF New Energy Outlook 2026. 

Battery storage is a key enabling technology, helping shift renewable generation to 
periods of peak demand, improve grid flexibility, reduce congestion and defer transmission 
upgrades. As costs decline and deployments scale, the focus is increasingly on integrated 
renewable-plus-storage systems that can deliver both low-cost power and greater reliability.

Energy security and independence. Governments are increasingly prioritizing energy 
independence, supply diversification and domestic capacity. Russia's invasion of Ukraine 
in 2022 exposed Europe's reliance on imported natural gas, while the 2026 Iran conflict 
underscored the vulnerability of global energy supply chains. Countries now have more 
tools to reduce exposure to energy price shocks, including renewables, storage, nuclear 
power and grid modernization. The result is a growing recognition that energy security 
is inseparable from economic and national security, potentially accelerating a more 
diversified energy system as the IEA projects oil, natural gas and coal demand could peak 
this decade under current policies.

Economic context. Cost dynamics help explain why renewables continue to capture a 
large share of new power capacity. In most markets, renewables remain among the lowest-
cost sources of new electricity generation,8 helping solar, wind, and battery storage account 
for roughly the vast majority of global power capacity additions in 2025.9 At the same time, 
rising gas turbine prices have pushed the cost of some new combined-cycle gas plants 
above new wind projects in many markets.10 While policy changes and higher equipment 
costs have increased renewable project costs in some regions, renewables generally remain 
competitive as the system adds capacity to meet rising power needs. (Exhibit 3).

Exhibit 3: Global Benchmarks for the Levelized Cost of Energy, 2009–2025.

 





















                



































Source: BloombergNE. Levelized Cost of Electricity Update 2026. As of March 2026.

8 BloombergNEF, Levelized Cost of Electricity Update 2026, February 18, 2026. LCOE (Levelized Cost of Electricity) does not 
include subsidies, tax credits or grid connection costs, and includes a carbon price where applicable.

9 BloombergNEF.
10 BloombergNEF, Levelized Cost of Electricity Update 2026, February 18, 2026.

DID YOU KNOW

China installed more than 12x the 
amount of renewable capacity 
that the U.S. did in 2025. Why are 
renewables so important to China? 

Energy security: China’s reliance 
on imported oil and natural gas is 
increasing the appeal of renewables 
as a way to improve energy 
independence. 

Industrial leadership: China 
previously used its industrial scale to 
become a leader in electric vehicles 
(EV), batteries, and critical minerals, 
a strategy it is now applying to 
renewables.

Source: IEA as of 2025.
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Where rising demand meets physical constraints. The demand drivers above 
require a broad supply response across generation, transmission, storage and enabling 
infrastructure. Yet deployment is increasingly constrained by grids, equipment, critical 
minerals, permitting, and labor. These bottlenecks are integral to the demand story: they 
determine the pace and cost of new supply and direct capital toward the parts of the 
system best positioned to relieve them. 

Interconnection constraints. Grids are becoming a critical bottleneck as new 
generation, storage, and large loads compete for limited interconnection capacity. 
More than 2,500 gigawatt of renewable, storage, and large-load projects are stuck in 
interconnection queues worldwide11, roughly twice the capacity of the U.S. power grid.

Grid modernization. Aging transmission lines, transformers, and substations must 
now support renewables, batteries, EVs, heat pumps, and AI-driven data centers. The 
IEA estimates annual grid investment must rise roughly 50% by 2030,12 while the 
world needs to add or refurbish nearly 50 million miles of transmission and distribution 
infrastructure by 2040, effectively rebuilding today's grid.13 Grid-enhancing technologies, 
storage, demand response,14 and flexible loads15 can help unlock capacity and 
improve utilization.

Old Tech, New Purpose. The Energy 
Addition is not just about building new 
infrastructure. It is also about finding 
new ways to use the infrastructure, 
technologies, and expertise already in place.

Retired generators are being converted 
into synchronous condensers that help 
stabilize renewable-heavy grids.

Coal plant sites are becoming homes 
for data centers, batteries, and new 
power generation, leveraging existing 
grid connections.

Hydropower facilities are increasingly 
functioning as large-scale energy storage 
through pumped hydro.

Existing transmission lines are gaining 
capacity through advanced conductors, 
digital controls, and dynamic line ratings.

EV batteries are evolving into distributed 
energy-storage assets, while data centers 
are beginning to act as flexible grid loads.

Turbines, engines, inverters and transformers. Data center expansion, grid 
modernization, storage, and renewables are tightening supplies of key equipment. 
Demand for turbines and engines has surged, resulting in record order backlogs, multi-
year lead times, and delivery schedules extending into the next decade. Transformer 
shortages and broader grid-equipment constraints are slowing transmission expansion in 
many regions, while growing deployment of solar, battery storage and distributed energy 
resources is driving sustained demand for power inverters.16 In the U.S. and Europe, 
manufacturing origin is becoming more important because of cybersecurity concerns.

Critical minerals. Demand for copper, aluminum, electrical steel, and battery 
minerals is rising as grids, storage, EVs and renewable generation expand, creating 
potential opportunities in natural resources, materials, recycling, refining and 
substitution technologies.

Skilled Labor, Permitting and Sitting. Even with sufficient capital and equipment, 
deployment can be delayed by shortages of electricians, line workers, welders, 
installers, technicians, engineers, construction labor and lengthy approval processes. 
With transmission projects often taking five to 15 years to plan, permit and construct, 
execution capacity has become a core determinant of how quickly this Energy Addition 
can proceed.

11 IEA, Electricity 2026, February 6, 2026.
12 Ibid.
13 IEA, Electricity Grids and Secure Energy Transitions, October 2023.
14 Demand response refers to reducing demand rather than increasing supply to match demand during stressed periods.
15 Flexible loads refer to shifting electricity use to times when power is abundant.
16 IEA, Electricity 2026, February 6, 2026.; Wood Mackenzie, Global Solar PV Inverter State of the Market Report 2025, 

September 24, 2025.
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Execution—not capital—may be the Energy Addition’s primary constraint. Grid, 
equipment, mineral, permitting, and labor bottlenecks direct spending toward utilities, 
infrastructure, industrials, natural resources, and engineering services. Exhibit 4 and 5 
outlines ways to access these potential opportunities.

Exhibit 4: The Energy Addition Bottlenecks Point to the Potential Investment Opportunities. 

Bottleneck Constraint Potential Opportunity

Grid and transmission Interconnection delays and aging infrastructure Transmission and distribution utilities, grid-enhancing and 
interconnection technologies, smart-grid equipment, storage, demand 
response and grid buildout

Supply chain Shortages of turbines, engines, transformers, 
and inverters

Turbines, transformers, inverters, power electronics, energy efficiency, 
industrial capacity and domestic manufacturing

Critical minerals Limited supplies of copper, aluminum, electrical 
steel, and battery minerals

Mining, refining, recycling, mineral processing, efficient chemistry and 
material-substitution technologies

Execution capacity Labor shortages and lengthy permitting, sitting 
and construction timelines

Engineering and construction, permitting services, workforce training 
and reskilling, project development, and digital project management

Source: Chief Investment Office as of September 10, 2026.

Exhibit 5: Energy Addition Allocation Illustration. 

Real Assets

 • Sustainable infrastructure equity and debt
 • Private real estate fund investing in 

core, long-term contracted renewable 
energy assets

Private Equity (PE) & Credit

 • PE strategies using environmental 
improvements to add equity value

 • Investing in alternative energy innovation

Fixed Income – Core diversified

 • Credit risk reduction using environmental 
risk analysis

 • Funding local solar, wind and other 
renewables projects

 







Equity – Core diversified

 • Investing in energy efficient companies or solutions
 • Momentum strategy that invests in companies' 

improving environmental profile
 • Multi-thematic approach, including exposure to the 

Energy Addition.

Equity – Thematic

 • Global multi-thematic manager investing in 
alternative energy, pollution control, clean 
technology, electrification

 • Infrastructure, clean energy, or rare earths and 
metals exchange-traded funds

 • Environmental markets strategy that invests in 
energy management and efficiency, environmental 
services, resource efficiency, alternative energy, and 
other sustainability-related themes.

FOR ILLUSTRATIVE PURPOSES ONLY. These illustrations may not reflect any specific investor’s facts and circumstances. Source: Chief Investment Office, September 10, 2026. *Alternative 
Investments are intended for qualified investors only.

As with every potential investment opportunity, a balanced view of risks is warranted. 
More efficient AI models and computing infrastructure could temper projected power 
demand, affecting the pace and scale of investment. Permitting, sitting, interconnection, 
labor, and supply-chain constraints may delay both data center and energy development. 
Concerns about energy and water prices, pollution and chemicals could also increase 
community opposition and regulatory scrutiny, affecting not only data center timelines 
and returns but also those of energy projects. 

CIO VIEWS

We remain constructive on this major industrial transformation. Rising electricity 
demand will require a diversified energy mix shaped by technology, security, 
reliability, policy, and economics. The central challenge is deploying solutions at 
scale, creating long-term potential opportunities across generation, transmission, 
storage, grid modernization, components, and enabling infrastructure, where 
specialized active17 management may help investors navigate complexity.

17 Active management is an investment strategy where a professional manager, team, or individual makes hands-on 
decisions to buy, hold, and sell assets with the goal of outperforming a market benchmark.
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Important Disclosures
Investing involves risk, including the possible loss of principal. Past performance is no guarantee of future results. 

This material does not take into account a client’s particular investment objectives, financial situations, or needs and is not intended as a recommendation, offer, or solicitation for the purchase 
or sale of any security or investment strategy. Merrill offers a broad range of brokerage, investment advisory and other services. There are important differences between brokerage and 
investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and obligations of the parties. It is important to understand the differences, 
particularly when determining which service or services to select. For more information about these services and their differences, speak with your Merrill financial advisor. 

Bank of America, Merrill, their affiliates, and advisors do not provide legal, tax, or accounting advice. Clients should consult their legal and/or tax advisors before making any financial decisions. 

This information should not be construed as investment advice and is subject to change. It is provided for informational purposes only and is not intended to be either a specific offer by Bank 
of America, Merrill or any affiliate to sell or provide, or a specific invitation for a consumer to apply for, any particular retail financial product or service that may be available. 

The Chief Investment Office (CIO) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions 
oversight and data analytics. CIO viewpoints are developed for Bank of America Private Bank, a division of Bank of America, N.A., (“Bank of America”) and Merrill Lynch, Pierce, Fenner & Smith 
Incorporated (“MLPF&S” or “Merrill”), a registered broker-dealer, registered investment adviser and a wholly owned subsidiary of Bank of America Corporation (“BofA Corp.”). 

All recommendations must be considered in the context of an individual investor’s goals, time horizon, liquidity needs and risk tolerance. Not all recommendations will be in the best interest 
of all investors. 

Asset allocation and diversification do not ensure a profit or protect against loss in declining markets. 

Investments have varying degrees of risk. Some of the risks involved with equity securities include the possibility that the value of the stocks may fluctuate in response to events specific to 
the companies or markets, as well as economic, political or social events in the U.S. or abroad. Investments in foreign securities (including ADRs) involve special risks, including foreign currency 
risk and the possibility of substantial volatility due to adverse political, economic or other developments. These risks are magnified for investments made in emerging markets. Investments in 
a certain industry or sector may pose additional risk due to lack of diversification and sector concentration. Investing in fixed-income securities may involve certain risks, including the credit 
quality of individual issuers, possible prepayments, market or economic developments and yields and share price fluctuations due to changes in interest rates. When interest rates go up, bond 
prices typically drop, and vice versa. 

Investments in Infrastructure Assets will be subject to risks incidental to owning and operating infrastructure projects, including risks associated with the general economic climate, geographic 
or market concentration, government regulations and fluctuations in interest rates. The industries targeted for investment may be highly regulated by governmental agencies. Such regulations 
may impact an investor’s ability to acquire, dispose of and/or manage investments.

Alternative Investments are speculative and involve a high degree of risk. 

Alternative investments are intended for qualified investors only. Alternative Investments such as derivatives, hedge funds, private equity funds, private credit and funds of funds can result 
in higher return potential but also higher loss potential. Changes in economic conditions or other circumstances may adversely affect your investments. Before you invest in alternative 
investments, you should consider your overall financial situation, how much money you have to invest, your need for liquidity and your tolerance for risk. 

Nonfinancial assets, such as closely-held businesses, real estate, fine art, oil, gas and mineral properties, and timber, farm and ranch land, are complex in nature and involve risks including total 
loss of value. Special risk considerations include natural events (for example, earthquakes or fires), complex tax considerations, and lack of liquidity. Nonfinancial assets are not in the best 
interest of all investors. Always consult with your independent attorney, tax advisor, investment manager, and insurance agent for final recommendations and before changing or implementing 
any financial, tax, or estate planning strategy. 
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