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Stimulus spending is also accelerating the development of new 
technologies. For example, the EU, together with member states and the 
auto industry, is funding EUR 1 billion (USD 1.3 billion) of R&D into green 
cars. The US is also funding R&D into advanced batteries and green cars 
to the tune of USD 2 billion. While this is unlikely to generate significant 
immediate benefits, the long-term impact should be more profound. 
The advanced battery industry is still maturing, and stimulus funding 
should give considerable impetus to its development programmes. 
Companies such as Saft Groupe SA (SAFT:FP) – the global leader in 
advanced batteries for industrial applications (see box above) – stand to 
benefit heavily. Saft’s joint venture with Johnson Controls Inc (JCI:US), 
the number one manufacturer of conventional and hybrid car batteries, is 
particularly well positioned.

Massive spending on health and education

There is to be over USD 500 billion of stimulus funding addressing 
societal aspects of a sustainable future: education, health, affordable 
housing, community development, access to IT and sustainable food 
supply. In dollar terms, the bulk of this spending is in the US, just as 
China dominates green investment. In GDP terms, however, Australia 
is doing the most to address these issues. Over AUD 30 billion (USD 
21.5 billion) of the total AUD 42 billion (USD 30.1 billion) “Nation Building 
and Jobs Plan” announced in February will be spent on sustainable 
initiatives, of which AUD 25.9 billion (USD 18.5 billion) is scheduled for 
social programmes (see Figure 7). 

Across the world, the majority of social investments – over USD 480 
billion – are being made in health and education. 

Figure 7: Australia’s stimulus package
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Facilities spending – largely concentrated in the US and China – makes up 
over 40% of this sum. We remain cautious as to how efficiently funds can 
be distributed, however. For example, the city of Minneapolis in the US 
will receive over USD 20 million in funds to construct new schools over the 
next two years. This is clearly inconsistent with student enrolment figures, 
which have been declining since 2000, with the resultant closure of six 
schools. Nonetheless, the scale of investment in health and educational 
infrastructure at the national level in both China and the US is not in 
question. Skanska AB (SKSB:SS) stands to gain here: 44% of its US 
construction revenues for 2008 came from healthcare and education. 
This April it announced a USD 178 million contract to construct a nine-
storey hospital in Delaware, and this followed the announcement in March 
of a USD 134 million contract for a similar facility in New Jersey.
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Company focus  - Saft Groupe SA

Saft Groupe SA (SAFT:FP) is a France-based designer, developer and manufacturer of batteries for industrial use. Its products include recharge-
able nickel and lithium-based batteries for applications such as high-speed trains, urban transit networks, subways and trams, and storage for 
renewable energy. It also produces high-performance lithium and rechargeable batteries for the electronics, defence and space industries.

Saft Groupe’s exposure to smart grids and green cars came through its development last year (in collaboration with ABB) of the world’s first 
high-voltage Li-ion (lithium-ion) battery system designed to improve the stability of power distribution grids. Through a joint venture with John-
son Controls Inc, in 2008 Saft opened a Li-ion battery cell plant in France to develop hybrid car batteries built using this technology. In April 
2009 it announced plans to open another plant in the US. Johnson-Saft already counts Mercedes and BMW among its clients, while the new 
plant will supply batteries for Ford Motor’s first plug-in hybrid vehicle. The opportunity here is considerable. The recent bailout of large US car 
makers has drawn a line under the model of over-leveraged companies producing inefficient cars for a saturated market. 



Fortis Investments
Paradigm Shift I June 2009 I 7 I

Figure 8: G-20 stimulus spending on healthcare and education 
(USD billion)
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These politically-sensitive areas are long-standing beneficiaries of public 
funding. Nonetheless, we see a structural shift in the integration of health 
and education within a broader movement towards sustainability. For 
example, education is being linked with energy management (such 
as through the training of smart grid engineers in the US) and social 
inclusion (through targeted minorities funding in Canada and the US). 

Healthcare is also in desperate need of structural change, having 
long been a black hole for fiscal expenditure in much of the G-20. It is 
therefore interesting to see large-scale stimulus funding for healthcare IT 
(HIT) systems. RMB 10 billion (USD 1.5 billion) of China’s RMB 850 billion 
(USD 124 billion) healthcare restructuring plan will be spent in this area, 
and it is expected that at least 1000 hospitals will adopt electronic health 
records (EHRs). Meanwhile, the fourth Japanese stimulus package 
announced in April set out a JPY 290 billion (USD 2.9 billion) project to 
set up a web-based medical billing system. 

Technology focus - Healthcare Information Technology (HIT)

There are strong arguments in favour of integrating healthcare services with 
IT systems. The UK Audit Commission estimated that without IT systems, 
clinicians spend 28% of their time seeking information concerning patient 
records, letters, X-rays and test results. In the US, the Department of Health 
and Human Services has estimated that the cost benefit of adopting HIT 
across 90% of doctors and hospitals could be in excess of USD 77 billion 
per year.

In the future, IT will be instrumental in supporting healthcare provision that is 
tailored to the needs of individuals. The primary task is the creation of EHRs, 
which must be capable of storing information related to all facets of care pro-
vision, and sometimes across different schools of medicine. They must also 
be transferable across different operating platforms to allow better transmis-
sion of data between, for example, primary and secondary care providers. 

Systems such as this should offer not only huge efficiency benefits, but also a platform on which to conduct more rigorous data analysis. They 
would also raise the prospect of a new generation of medical applications, representing a whole new dimension of opportunity and risk for medi-
cal device manufacturers. New competition could come from unlikely sources: General Electric (GE:US) recently announced a collaboration with 
Intel (INTC:US) to develop devices for the remote monitoring of elderly and chronically-ill patients.

Sources: Fortis Investments, US Department of Health and Human Services, 2008
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The US has to date lagged in this area, with the adoption of electronic 
systems by hospitals and doctors delayed by insufficient funding. The 
US spends around 16% of its GDP on healthcare – more than any other 
G-20 nation – yet studies show only 20% of doctors use EHRs. There 
have been independent attempts at a local level to introduce elements 
of HIT, but we are now seeing determined, nationwide HIT reform. This 
will start with immediate investments in EHRs and health information 
exchanges with the goal of promoting interoperable systems allowing 
instant exchange of clinical data across platforms. Patients and doctors 
will be able to monitor medical records remotely via the internet. This 
mirrors similar programmes being implemented in Europe. 

The US Recovery Act will be important in this respect, with USD 19 
billion to be spent on healthcare IT. IBM is well positioned in both the US 
and China; it is the global leader in healthcare software systems, and 
has already contracted for systems upgrades in various US states. In 
China, it has already started to implement an electronic records system 
for Guangdong Hospital of Chinese Medicine.

Smart grids: a new sustainable network

Smart grids use digital technology with the aim of reducing costs, 
increasing reliability and reducing energy losses associated with electricity 
transfer. Compared with old radial electric systems, smart grids should 
allow a seamless integration of energy systems. Aside from offering huge 
potential efficiency benefits, smart technology should improve the level 
of interaction between consumers, services and resources. Remote 
monitoring of energy use represents the first glimpses of this revolution. 

While smart technology is long past the development phase, the long-
overdue move to digitalised grid infrastructure has not so far attracted 
investment on a meaningful scale. The impact of smart grid stimulus 
funding in China, the EU and the US will therefore be heavily felt and 
will act as a catalyst, with projects bringing together advances in 
technologies, policies and social attitudes that have been made over the 
past decade. Unfortunately, the real level of this stimulus is obscured by 
China’s delivery of smart grid funding under an RMB 1100 billion (USD 
160 billion) umbrella slated for general grid expansion. Nonetheless, the 
US Department of Energy has planned USD 4.5 billion of spending on 
smart grid programmes, including grid infrastructure, metering and R&D. 
Meanwhile, the EU is channelling EUR 5 billion (USD 6.6 billion) to energy 
interconnectors and broadband.

Technology focus - Smart grids

“Smart grid” is a catch-all term for the digitalisation of 
electric grid infrastructure and the development of associated 
technologies and applications. A smart grid encompasses 
four key elements. 

The first is a move away from a radial system towards a 
network that ensures 100% connectivity. This offers huge 
potential in terms of cost benefits: at least USD 150 billion 
is lost each year due to power outages on the US grid, even 
though it runs at 99.97% reliability. Secondly, smart grid is 
fully digitalised. This enables full integration and streamlining 
of enabled transport, health and energy systems. Thirdly, 
smart grid is able to incorporate all generation and storage 
options, allowing the complete integration of renewable 

energy sources into national grids. Finally, through the proliferation of smart electric meters, smart grid envisages the development of an 
energy marketplace in which consumers will be able to engage. 

As the concept of a smart grid rapidly becomes reality, important issues that have significant implications for the smart grid model are being 
debated. The question of open or closed architecture, implications for energy and data security, and a top-down vs. bottom-up approach to 
industry integration remain unresolved. 

Sources: Fortis Investments, www.urbanecoist.com
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Stimulus seed funding for the development of a smart grid will have 
significant consequences for future global energy supply and demand. 
In terms of supply, one of the key features of a smart grid is its ability 
to incorporate all forms of power generation and storage. This has 
considerable implications for renewable energy sources, which generate 
inconsistent levels of alternating current, making them incompatible 
with conventional electric networks. Support for renewable energy 
increased remarkably during the period of high oil prices from 2007 to 
mid-2008. It is important to recognise that up to now, the political status 
of renewables, particularly in the US, has owed as much to concerns 
about energy security as to the motivation to protect the environment. 
Nonetheless, there is evidence of changing attitudes. Despite the sharp 
fall in oil prices and the prospect of easing tensions in the Middle East, 
the Obama administration has made firm commitments to the sector. 
For example, there has been a three-year extension of the Production 
Tax Credit for wind and hydro-electric facilities, at an estimated cost 
of USD 13 billion. In Japan, meanwhile, Prime Minister Taro Aso has 
declared his government’s will to “lead the low-carbon revolution with 
Japanese technologies”. Japan’s fourth economic stimulus package 
included more than JPY 1000 billion (USD 10 billion) of funding for solar 
and clean energy. 

How will the stimulus spending alter the profile of energy demand? Here 
the changes are likely to be less impressive, although the need is more 
for strong legislation than for headline funding. Smart grids promise the 
consumer active monitoring of energy use and the option to participate 
in energy markets by giving them greater control over their energy use 
in dollar terms. The first step in this process is the installation of “smart” 
electric meters in homes and businesses. These allow real-time monitoring 
of energy use in more detail than conventional automated models. It is 
hoped that by providing consumers with digestible information on energy 
use, market pricing mechanisms will become more efficient, volatility of 
demand will fall and waste will be minimised. 

Global stimulus spending will substantially inflate demand for smart 
metering. There is a provision for metering in the US smart infrastructure 
package, while China has declared that all meters installed will be “smart” 
by 2013. Itron Inc (ITRI:US), as the number one producer of electric 
smart meters worldwide, should be a major beneficiary. The digitalisation 
of energy demand will also lead to significant opportunities for IT service 
providers and capital goods manufacturers. As consumers interact more 
with the network, they will increasingly demand cost-effective, energy-
efficient products. This expands the scope of companies seeking to 
capitalise on the new network. For example, Google Inc (GOOG:US) 
recently announced plans to develop a Google PowerMeter product, 
which would allow consumers with smart grid meters to monitor 
household energy consumption in real time on their PCs.

Conclusion

The scale of the planned spending on social and environmental sectors, 
at about USD 1000 billion, far outweighs any previous fiscal support 
for sustainable development. Over the past decade we have witnessed 
the development of political and social consensus about the benefits of 
sustainability, as well as the technological platforms to make it a reality. 
Only now do we have the necessary funding to significantly speed up 
the roll-out of sustainable technologies. This combination of large-
scale public funding and demand for change represents a substantial 
opportunity for sustainable investors. 

The stimulus packages will act as an important driver for a number of 
sustainable investment strategies, including green construction, water 
infrastructure, sustainable energy, railways and healthcare. This will result 
in significant investment opportunities, but also some corresponding 
risks. In many areas, stimulus funding may not be enough to offset the 
overall impact of recession. Detailed analysis is therefore vital to identify 
winners and losers at the corporate level. 

Countries’ fiscal responses to the global crisis are constantly evolving. It 
is therefore necessary to qualify headline announcements with ongoing 
monitoring of funding mechanisms, timing and political developments. 
Sources can be contradictory, particularly where official disclosure is 
limited. Announcements on the release of funding can compress the real 
timetable for spending, and different delivery mechanisms could obscure 
the potential benefits.

For the latest figures, commentary and analysis on the stimulus packages, 
and to join the debate, please visit www.sriblog.fortisinvestments.com*.

* To be launched at the beginning of June 2009



What is a Paradigm Shift?

In The Structure of Scientific Revolution (1962), Thomas Kuhn defined and popularised the concept of Paradigm Shift. According to Kuhn, scientific 
advancement is not evolutionary but rather a “series of peaceful interludes punctuated by intellectually violent revolutions”. In those revolutions “one 
conceptual world view is replaced by another”.

Fortis Investments believes that the investment world is dynamic and driven by multiple agents of change. Periodically our clients face new problems 
to resolve. Developments within the investment world mean that new solutions are possible. We aim to be ahead of the pack in identifying where 
agents of change are forcing a reconfiguration of the paradigm. We strive to be an innovation leader in developing the appropriate product solutions 
to enable our clients to meet this challenge.

As the research publication of Fortis Investments, Paradigm Shift seeks to identify recent or imminent changes in dominant investment paradigms 
that have direct consequences for our clients. In doing so we aim to demonstrate the intellectual basis of our investment processes and to argue the 
case for our innovation.

This document has been prepared solely for informational purposes and does not constitute

1) an offer to buy or sell or a solicitation of an offer to buy or sell any security or financial instrument, if so contained in this document, or 2) any investment advice but rather, a basis 
from which strategies can be built, taking into account the specific objectives of any fund or portfolio, in terms of return, time horizon, and risk constraints, as well as diverging invest-
ment perspectives and assumptions.

Any decision to invest in the securities described herein, if so contained, should be made after reviewing the most recent version of the appropriate constituent or other relevant 
documents, where applicable. Moreover, prospective investors should conduct such investigations as the investor deems necessary and should seek their own legal, accounting, 
domicile and tax advice in order to make an independent determination of the suitability and consequences of an investment in the securities / financial instrument, if permitted. Please 
note that different types of investments, if contained within this document, involve varying degrees of risk and there can be no assurance that any specific investment may either be 
suitable, appropriate or profitable for a client or prospective client’s investment portfolio. 

The opinions contained within this document are subject to change without notice. Fortis Investments is not obliged to update or alter the information or opinions contained within 
this document.  The opinions may not coincide with the opinions of individual Fortis Investment’ Centres, analysts or portfolio managers. Market and Economic Conditions: Future 
investments may be made under materially different economic conditions, including interest rates, market trends and general business conditions, in different securities and using 
different investment strategies and these differences may have a significant effect on the results portrayed if contained within this document. 

Political and regulatory conditions may need to be taken into account. Each of these material market or economic conditions may or may not be repeated. Therefore, there may be 
sharp differences between the performance shown, if contained within this document, and the actual performance results achieved by any particular client. 

Sources: All externally sourced information has been obtained from providers believed to be reliable, but its accuracy and completeness are not guaranteed.

Past performance or achievements are not indicative of future performance. Fortis Investments is the trade name for all entities within the group of Fortis Investment Management. 
This document has been issued by Fortis Investment Management Belgium N.V./ S.A. (address : Avenue de l’Astronomie 14, 1210 Brussels, Belgium, RPM/RPR 0882 221 433)
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