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RISE AND RISE OF OFFSHORE WIND 
AND THE OPPORTUNITIES FOR THE 
SUBSEA INDUSTRY
THE OFFSHORE WIND OPPORTUNITY 

BY SHASHANK KRISHNA

FEATURE

BP’s decision in September 2020 to enter the offshore 
wind marks another significant win for the offshore wind 
industry. While the global renewable energy investments 
have been remarkably resilient in 2020 despite the pan-
demic and the attendant economic disruption, the off-

shore wind sector has been a standout area for the renewables.
According to the latest research from BloombergNEF1 

(BNEF), the Offshore wind financings in the first half of 
2020 totalled approx. $35 billion, up 319% year-on-year, 
well above 2019’s record full-year figure of $31.9 billion, 
making it one of the busiest 1H ever for offshore wind.

According to the International Energy Agency’s (IEA) 
Offshore Wind Outlook 20192, offshore wind is set to 
expand strongly into a $1 trillion business over the next 
two decades growing by 13%/year. This is on the back of an 
impressive growth of 30% / year between 2010 and 2018. 
There are nearly 150 new offshore wind projects in devel-
opment around the world.
1  https://about.bnef.com/blog/colossal-six-months-for-offshore-wind-support-renew-
able-energy-investment-in-first-half-of-2020/
2  IEA (2019), Offshore Wind Outlook 2019, IEA, Paris https://www.iea.org/reports/off-
shore-wind-outlook-2019 

The future for offshore winds looks even more promising.
According to the IEA, under the current plans and sce-

narios, the offshore wind sector is expected to see invest-
ments in the range of $840 billion to $1.2 trillion over the 
next two decades.

The IEA’s technical analysis suggests that offshore wind’s 
technical potential is 36 000 TWh / year for near-shore installa-
tions. Global electricity demand is currently 23 000 TWh. If the 
offshore wind installations move further away from the shores 
into deeper waters as is presently underway, floating turbines 
could unlock enough energy to meet the world’s total electricity 
demand 11 times over by 2040. This means that offshore wind 
can become the mainstay of future electricity systems in the key 
markets – an important reason why the offshore wind industry 
is attracting increasing investor interest, including from the likes 
of oil & gas supermajors and financial institutions. 

KEY GROWTH MARKETS
Europe has been leading the charge to date in the 

growth and development of the offshore wind industry, in 
particular, in the European North Seas (led by the Unit-
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ed Kingdom, Germany, Netherlands, and 
Denmark). This is driven by a combination of 
high-quality wind resources and shallow water 
in the North Seas and supportive government 
policies. 
• France and the Baltics are expected to be 

the next growth markets in Europe, togeth-
er with the North Seas. 

• China has already become a leading player 
in the offshore wind space adding 2.3 GW 
of offshore wind in 2019 and adding the 
highest capacity of offshore wind in 2018. 

• New and significant growth markets for offshore wind 
are developing at a rapid pace in the United States (East 
Coast), Taiwan, Korea, Japan, and Vietnam.

KEY GROWTH DRIVERS
There are several reasons for the growth in offshore wind, 

which is likely to continue for the next several decades.

GLOBAL ENERGY TRANSITION
The global energy transition is well underway. The energy 

markets are responding to legal, regulatory, and policy ac-
tions, public concerns, and improvement in energy technol-
ogy and project economics. BP is only one of the latest oil 
& gas companies to get on the offshore wind bandwagon, 
joining the likes of Equinor, Total, Repsol, Shell, and Eni.

The governments, corporates, and investors are increas-
ingly adopting net-zero targets and carbon reduction 
targets in support of the Paris Agreement climate goals. 
Note that the 2015 Paris Agreement aims to keep the 
global temperature rise this century below 2 degrees Celsius 
above pre-industrial levels, and to pursue efforts to limit the 
temperature increase even further to 1.5 degrees Celsius.

Offshore wind is an excellent opportunity to support the 
global energy transition and decarbonization efforts further 
as its expansion is estimated to lead to an avoidance of 
nearly 5-7 billion of CO2 emissions from the power sector.

GOVERNMENT INCENTIVES AND STABLE CONTRACTS
Offshore wind investments typically offer greater certain-

ty and transparency as the returns are tied to government 
incentives such as feed-in tariffs and the long-term and 
stable power purchase agreements, minimizing market risks. 

These projects are further supported by generally stable legal 
and policy measures and underpinned by firm offtake contracts. 

Given the uncertainty in the global energy markets 
where, for example, certain oil & gas and coal reserves 
are at the risk of becoming ‘stranded’ assets and subject to 

(uncertain) legal and policy measures, offshore wind proj-
ects provide a relatively attractive investment opportunity 
capable of generating stable, risk-adjusted returns.

TECHNOLOGY IMPROVEMENT AND COST REDUCTION
According to BNEF, offshore wind is benefitting from the 

67% reduction in levelized costs achieved since 2012. The 
IEA estimates that the levelized cost of electricity produced 
by offshore wind will further decline by nearly 60% by 2040.

The rated capacities of turbines have been improving 
and are now in the range of 10-12MW, leading to higher 
capacity factors. The industry is targeting even larger 15-20 
MW turbines.

New offshore wind projects have capacity factors of 40%-
50%, which is very high for renewables. The larger turbines and 
other technology improvements are helping to make the most 
of available wind resources. The higher capacity factors mean 
that the energy generated from offshore wind is considered to 
be more valuable from an energy system perspective, making it 
a better fit for displacing coal for baseload generation.

As noted above, floating foundation technologies are 
gaining ground in the offshore wind industry. These tech-
nologies have been in use in the oil and gas industry for 
some time now, which means that the technology and skill-
sets are transferable and can be deployed with relative ease.

The cost reductions and improvement in technology, 
together with economy-of-scale, standardization, and 
clustering is leading to lower tariffs in competitive auctions. 
For example, the strike prices in the September 2019 UK 
offshore auction were in the range of $ 49-52 /MWh. The 
prices are expected to decline even further, improving the 
overall project economics and making offshore wind more 
competitive with solar and onshore wind.

MARKET OPPORTUNITY FOR THE SUBSEA INDUSTRY
It is widely recognized that developing efficient supply 

chains is critical for the success of offshore wind projects.

Annual offshore wind capacity additions by region  
(source: IEA Offshore Wind Outlook 2019)
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The subsea sector has several decades 

of knowledge and experience of executing 
complex subsea projects in often challenging 
conditions. The growth and requirements of 
the offshore wind industry provide the sub-
sea sector with the perfect growth opportu-
nity for the next few decades. This includes 
areas such as the undersea transmission 
network, which requires large quantities 
of offshore wind cable, foundations, and 
other subsea structures and post-completion 
O&M works for the project’s entire lifecycle.

The growth in the offshore wind sector 
(and the resulting market opportunity for 
the supply chain) is likely to be turbo-
charged by the recent developments the 
floating wind farm space where the costs are falling, and 
the technology is improving at an even faster pace than the 
more traditional offshore wind projects. Floating offshore 
wind projects will unlock areas for project development in 
deeper waters where regular foundations are not possible 
but where the quality of the wind resources is higher, lead-
ing to higher capacity factors for these projects.

According to Wood Mackenzie, the supply chain is 
already gaining increasing work from the offshore wind 
sector, while oil and gas operators continue to rein in 
spending.

It is clear that an increase in investment in offshore wind 
will drive the demand for subsea supply chain components 
such as power cables. In the United States alone, it is esti-
mated that the subsea cables market for the offshore wind 
farms could be worth $8bn by 2030,3 with a CAGR of 
approx. 11% / year, requiring 13,500km in the next decade. 
The other potential areas of opportunity for the subsea in-
dustry include but are not limited to, project management, 
substation structures, foundations works, steelworks, instal-
lation works, and support services, shipping and logistics 
support, and O&M and inspection services.

It is important to that that transmission accounts for 
approx. 25% of the total costs for a typical offshore wind 
project, but this is likely to increase to 50% as the new proj-
ects are developed further away from the shore and as the 
cost of turbines and other systems see further reductions. 

These are areas where the subsea industry is well-placed 
to service. 

3  Forecasting the Next Decade of US Offshore Wind Cable Demand, Business Network for 
Offshore Wind (BNOW) and SubCableWorld, https://www.subcableworld.com/7-2020- 
offshore-wind-report. 

CONCLUSION
The supply chain partners must enter into active con-

versations with the project sponsors and the government 
to plan for the future. To enable the industry to invest in 
the supply chain for the long-term, the governments would 
need to step up and give the right signals to the industry. 
It needs to lay down clear targets for the offshore wind 
sector, a predictable timetable for the offshore wind tenders, 
and sensible and transparent market and contract designs, 
permitting and planning, and other rules and regulations. 
A fair amount of work is required in relation to the grid 
interconnections, the wider transmission network, and the 
overall legal and regulatory framework. 

These are early days for the offshore wind industry. Still, 
the overall direction of travel is clear – energy transition 
and decarbonization of the global economy, falling costs, 
improving technology, supportive government policies, and 
the potential size of the offshore wind resources will drive 
the growth in offshore wind for the next several decades. 

The subsea and the oil & gas industries are well placed to 
benefit from this long term, secular and sustainable growth 
in the offshore wind industry. STF
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Offshore Wind Capex versus Offshore Upstream Oil & Gas Capex  
(source: Wood Mackenzie)

https://www.subcableworld.com/7-2020-offshore-wind-report
https://www.subcableworld.com/7-2020-offshore-wind-report



