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Is energy storage a profitable business model ?

Although academic analysis finds that business models for energy storage are largely unprofitable,annual
deployment of storage capacity is globally on the rise (IEA,2020). One reason may be generous subsidy
support and non-financial driverslike afirst-mover advantage (Wood Mackenzie,2019).

What are business models for energy storage?

Business Models for Energy Storage Rows display market roles, columns reflect types of revenue streams, and
boxes specify the business model around an application. Each of the three parameters is useful to
systematically differentiate investment opportunities for energy storage in terms of applicable business
models.

How can energy storage be profitable?

Where a profitable application of energy storage requires saving of costs or deferral of investments,direct
mechanisms,such as subsidies and rebates,will be effective. For applications dependent on price arbitrage,the
existence and access to variable market prices are essential.

How do | evaluate potential revenue streams from energy storage assets?

Evaluating potential revenue streams from flexible assets, such as energy storage systems, is not simple.
Investors need to consider the various value pools available to a storage asset, including wholesale, grid
services, and capacity markets, as well as the inherent volatility of the prices of each (see sidebar, "Glossary™).

Should energy storage be undervalued?
The revenue potential of energy storage is often undervalued. Investors could adjust their evaluation approach
to get atrue estimate--improving profitability and supporting sustainability goals.

|s energy storage arenewable integration’ or ‘generation firming'?

The literature on energy storage frequently includes "renewable integration” or "generation firming" as
applications for storage (Eyer and Corey, 2010; Zafirakis et a., 2013; Pellow et al., 2020).

Factory energy storage power stations generate profit by 1. optimizing operating costs, 2. providing ancillary
services, and 3. capitalizing on dynamic pricing. The profitability hingeson ...

This report covers the following energy storage technologies: lithium-ion batteries, lead-acid batteries,
pumped-storage hydropower, compressed-air energy storage, redox flow batteries, ...
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