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Abstract 
Similar to previously published comparisons1, annual returns on investments (ROI%) 
from Energy Efficiency projects (EE) have outperformed the Dow Jones Index (DJI) 
during the past 10-year and 20-year comparison periods. Because the average annual 
return of the EE projects was about double the DJI’s performance for each year, over a 
20-year period; an investment in EE would grow to become 38 times the investment, 
versus the DJI only growing to 4.5 times the initial investment.  
 
 
Introduction 
Although the Dow Jones Index has more than doubled during the past 10 years, and 
quadrupled during the past 20 years, it’s volatility impacts performance when compared 
to the consistent and low-risk performance of Energy Efficiency investments. Energy 
Efficiency (also called “energy management”) projects are typically investments that 
reduce energy consumption, such as retrofits to lighting, HVAC, motors, controls and 
other facility systems, or demand side management techniques, which may reduce costs 
but not necessarily energy consumption.  It is very common to find EE projects that 
have a 5-year simple payback, or 20% return on investment each year. These energy 
savings (also called “avoided costs” paid to a utility) are very low risk, because they 
would occur as long as the building is operational and conducting routine maintenance. 
 
In contrast, any investment in the stock market carries significantly more risk.  For 
example, during 5 of the past 20 years, the DJI had a negative annual return, thereby 
reducing value for the investor. In contrast, EE projects don’t usually have such 
volatility.  In fact, the primary variance for an EE project is if the utility’s energy price 
increases, then so do the savings (which further benefits the EE project’s return on 
investment/year).  Compared to most investments (which involve product 
manufacturing costs, distribution, sales costs, product volume, product pricing, 
competition and other market factors) EE project investments just don’t have as much 
risk.  
 

 
1 Woodroof, E. (2018), " Energy Efficiency Investments Out-Perform Dow Jones Index”, Buildings Magazine, 
January 2018 

 



 

In this paper, we compare the results of investing in the DJI versus a typical EE project.  
Because we live in a free market society, the investment performance is the ultimate 
and transparent result that matters. 
 
 
Methods & Results (needs to be updated with the final 2025 DJI return on 12/31) 
Table #1 below compares the Dow Jones Index’s performance for the past 10 years 
versus a typical energy efficiency project that yielded a conservative 5-year simple 
payback (or 20% Return on Investment), which is highly probable.2  
 
Table #1 presents the year-by-year comparison of value if you invested $1 and then re-
invested the gains each year (either into additional energy projects or the Wall Street 
Fund): 
 
At the end of 10 years, the Energy Project would have yielded $6.19 for every dollar 
invested (net gain of $5.19), while the DJI would have yielded only $2.76 for every 
dollar (net gain of $1.76). 
 

Table #1 

 
 
 
  

 
2 Woodroof, E. and Morgeson, S. (2026) “Financial Performance of CEM Training Program Graduates - CEM Course 
Graduates have an 90% Probability of Generating Projects with at least a 24.4% Return on Investment per year with an 
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Table #2 compares the Dow Jones Index’s performance for the past 20 years versus a 
typical energy efficiency project that yielded a conservative 5-year simple payback (or 
20% Return on Investment), which is typical. To be conservative (and not overestimate 
savings), we assume the EE investment would only last 10 years, so a re-investment of 
another dollar at the end of year 10 (2014) was applied (and this reduced the account 
value for the EE project by 1 in that year). 
 

Table #2 

 
 

 
If you look objectively at the data… EE Projects beat the DJI in overall average returns, 
but also in 17 of the 20 years. 
 
 
Additional Considerations & Disclosures 
If a company has projects or business processes that return greater than 20% per year, 
investments should be made “in-house” to maintain competitiveness. However, it 
should be noted that by reducing energy consumption and costs, a company 
simultaneously reduces it’s risk and vulnerability to future utility price spikes.  
 



 

 
To provide a fair comparison, this paper also assumed that gains would be re-invested 
in either the DJI or additional EE projects (which would also return the nominal 20% 
return, which is conservative).  The authors acknowledge that it is transactionally easier 
to re-invest gains in the DJI, while re-investment (or expansion of) energy projects may 
be more difficult to arrange.  
 
Because the EE projects have superior financial performance, there should be 
motivation for investors/companies to find and fund EE projects… but perhaps there 
has been doubt that such EE projects could be identified.  To resolve uncertainty, recent 
research revealed there is a 90% probability that qualified professionals can identify EE 
projects with returns greater than 24.4%.3 In addition, there may be externalities which 
further boost the benefits from EE projects, such as reduced pollution and other 
societal benefits.4, 5 On occasion, some companies do also benefit by having an 
improved “sustainability image”, or other benefits which shareholders do recognize. 6 
Note: only tangible energy and maintenance dollar savings were counted in this study, 
therefore additional benefits such as sustainability, societal or health improvements, 
etc., (if assessed) could further improve the financial performance of EE projects. 
 
 
Conclusion 
Over a 20-year period, an investment in EE would grow to become 38 times the 
investment, vs the DJI only growing to 4.5 times the initial investment. These results 
should motivate additional funding towards EE projects, especially when considering 
that recent research that shows a 90% probability that qualified professionals can 
identify EE projects with at least a 24.4% ROI per year. 
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