Transforming the grid: Engie’s UKPN acquisition and
the power of a predictable regulatory framework

Kamesh Korangi”

Engie (ENGIFP, BBB+), an Utilities sector company, recently acquired UK Power Networks
(UKPONE, A-). In this paper, we explain why this represents a positive transition story and discuss
the credit implications for investors.

Higher debt issuance is expected on the back of the deal. This could be used as a market
engagement opportunity to bring further clarity on the company’s transition and how the
combined entity is decarbonising. Notably, Engie has SBTi-validated targets while UKPONE has
none.

This deal is also an example of how Utilities are investing much more to meet rising energy
demands while the Energy sector continues to lag. As economies increasingly electrify, there is
more need for efficiency and investments in new technologies. Regulatory support, in the form of
coherent, clear, and stable policies, is also needed. In this specific case, the UK Clean Power 2030
Action Plan may have acted as a useful tailwind.

The key takeaways:

= Apositive transition story of a utility leader acquiring a major private asset which overall
improves its public disclosure profile

= The deal signals industry support for the UK Clean Power 2030 Action Plan and could pave
the way for further investments in other grid operators

= Expect higher debt issuance, likely towards longer end of the curve. Markets would likely
welcome more sustainability-linked or transition debt to complement Engie’s existing
green bonds
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Introduction

On 25 February 2026, Engie (ENGIFP, BBB+) announced its acquisition of UK Power Networks
(UKPONE, A-).! The deal is valued at GBP 10bn, and is being financed by EUR 5bn of debt and
hybrids, EUR 4bn of asset sales, and the remainder via equity. The equity markets welcomed the
news, with the stock immediately outperforming (up 7.6%), likely because of the companies’
synergies of stability and visibility of revenues. It raised EUR 3bn equity soon after.? Subject to
regulatory approvals the deal is expected to close in mid-2026. We recognise this acquisition as a
positive transition story with sound financial prospects for investors.

In recent years, the Utilities sector has Figure 1 European Utilities and Energy companies capex/sales ratio
been increasing its deployment of capex over time, Source: AFll, Bloomberg LP, accessed 2 Mar 2026.
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In light of this sector-wide capital expenditure, Engie’s acquisition of UK Power Networks is yet
another example of how the transition imperative, coupled with rising energy demands, is making
distribution networks more valuable. Engie primarily derives revenues from LNG, renewables, and
grid management. UK Power Networks, meanwhile, is one of the major grid operators in the UK.
Owned by CK group, it was open to a sale for some time. As a private-to-public deal, it stands in
contrast to recent public-to-private transactions in the sector covered in previous papers.? Given
the increase in transparency via improved disclosures and data that it engenders, this deal should
be welcomed by transition focused investors.

Credit implications

UKPONE has debt primarily denominated in GBP, while Engie’s is largely in EUR and other major
currencies. To compare their respective curves, we adjust for the cross currency basis of the mainly

L“ENGIE announces the acquisition of UK Power Networks, UK’s best-in-class electricity distribution
network”, ENGIE, 4 Mar 2026.

2“Engie Closes EUR3 Billion Capital Raise for UK Power Networks Purchase”, MT Newswires, 1 Mar 2026.
3 “Public to private divestment in Asia: trends and best practice”, AFIl, May 2024,
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GBP bonds of UKPONE.* Engie offers multiple types of debt, such as hybrids and longer-dated
issuances. The long-dated bonds are currently all in GBP.

Figure 2. EUR Z-spread of ENGIFP and UKPONE, Source: AFll, Bloomberg LP, accessed 2 Mar 2026.
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This deal will lead to consolidation of UKPONE debt and likely increase issuance towards the
longer end. In Figure 2, we see that both credits trade at similar level across all maturities, with
Engie slightly tighter even though it is one rating notch lower than UKPONE. This suggests markets
expect the overall risk profile of the combined entity to be stable, and its creditworthiness
improved. All the major rating agencies have also affirmed their outlooks, taking the risk of any
credit downgrades away. UKPONE recently tapped the market, issuing a new green bond in the
teeth of market volatility around the Iran conflict.
Higher issuance is to be expected once the markets stabilise. New bonds could be focused on the
longer end of the curve with hybrids potentially playing a role.
.. . Figure 3. Engie transition path ahead of the European Utilities, Source:
Transition leadership AFIl, TPI, accessed 25 Feb 2026.
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4 For each GBP bond, cross currency basis is calculated by matching the coupon cash flows and dates to
EURs using Bloomberg cross currency benchmark spread Fix-Fix calculator (XCCY in YAS) to derive the
equivalent Z-spread in EUR.
5“TPl online tool for corporates”, TPI, Feb 2026.
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same intensity metric, the pathways are comparable within the sector.

Engie’s transition targets are also validated by SBTi.® The company commits to reducing scope 1
and scope 3 GHG emissions from fuel, energy-related activities and investments. The target is to
reduce these emissions by 56% per MWh by 2030. UK Power Networks lags peers on disclosure of
transition information, in contrast with National Grid and SSE, which both have TPI data. These
two issuers also have green bonds in their debt structures which align with their current transition
projects.

The Institutional Investor Group on Climate Change (IIGCC) recently analysed the UK Clean Power
2030 Action plan, which was first published in 2024. It found the plan to be the most
comprehensive it had analysed to date.” A central plank concerns electricity grid investments to
support increased capacity of renewable energy sources. The Engie deal clearly aligns with this,
and evidences the effective signalling provided by this policy. Where investments are linked to a
sovereign’s Nationally Determined Contribution (NDC) commitments, financing conditions and
market certainty may prove more favourable. Performance tracking for flows of this kind remains
an important requirement.

Both Engie and UK Power Networks have green bonds outstanding, and the newer vintage bonds
are all green. The combined entity is well positioned to issue Sustainability-Linked Bonds (SLBs) or
transition bonds that better track its transition performance and can complement its existing Use
of Proceeds bonds.

Figure 4. ENGIE and SNAM curves with types of bonds outstanding, Source: AFll, Bloomberg LP, accessed 10 Mar 2026.
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Figure 4 shows the different types of bonds outstanding between Engie and it nearest peer SNAM
(A- rated). SNAM does not issue hybrids, unlike Engie. The latter has only green bonds or vanilla

6 “Science Based Targets Initiative”, SBTi, Mar 2026.
"“Assessing the UK's Clean Power 2030 Action Plan”, IGCC, Oct 2025.
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bonds while SNAM has a mix of sustainable bond types. This mix allows for richer comparison of
SNAM performance against its transition path.®

Conclusions

Sustained Utilities sector capex is driving the energy transition, with rising electricity demand
adding a structural tailwind for the sector. Clear regulatory support is also helping in the case of UK
by improving asset multiples and reducing debt funding costs for further expansion.

While the Engie deal increases overall debt, markets have responded positively. Credit spreads
have remained stable and the stock is expected to outperform amid broader market volatility.

8 “The Forensic Carbon Accountant: Snam SpA SLB”, AFIl, Nov 2024.
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IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income
Institute (‘AFII’) does not provide tax, legal, investment, accounting, or any regulatory or regulated
advice or services. This report is not intended to provide, and should not be relied on for, tax, legal,
investment, accounting, or regulatory or regulated advice or services. Nothing in this report is
intended (i) as investment advice, as an offer or solicitation of an offer to buy or sell, or as a
recommendation, endorsement, or sponsorship of any security, company, issuer, or fund or (if) to
express a particular investment proposal in respect of a financial instrument or an issuer, or (iif) to
propose a particular investment decision in respect of a financial instrument or an opinion as to
the present or future value or price of any financial instrument or (iv) to recommend or suggest any
investment strategy.

AFll is not responsible for any investment decision made by you. You are responsible for your own
investment research and investment decisions. This report is not meant as a general guide to
investing, nor as a source of any specific investment recommendation. Unless attributed to others,
any opinions expressed are our current opinions only. AFll does not take into account your own
circumstances or assets and AFll assumes no direct or indirect responsibility or liability for any
investment decisions you make, and you remain fully responsible for your own research, legal and
regulatory compliance, and decisions.

Certain information presented may have been sourced from third parties. AFll believes that such
third-party information is reliable, and has checked public records to verify it wherever possible,
but does not guarantee its accuracy, timeliness or completeness; and it is subject to change
without notice.

Any reference to an issuer’s credjtworthiness or likelihood of positive or negative performance in
the current or future market is purely observational and should not be taken as a
recommendation, endorsement or advice in relation to such issuer or its securities.

AFll is a non-profit organisation that provides fixed income investors with the insights and tools
they need to align their portfolios with ambitious climate and nature targets. For more information
about the Institute, please visit www.anthropocenefii.org.
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