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Best Ideas Portfolios
Theme in focus: Future Energy

Investors

In these quarterly updates for the Best Ideas portfolios we showcase some of the underlying
themes to which investors gain exposure through our choice of unconstrained fund managers. In

this issue we take a look at the future of energy.

FUTURE ENERGY

The future energy system is being reshaped -
increasing digitisation, electric vehicles and fighting
climate change are perhaps the best known reasons.
These influence the composition of demand — more
towards electrification and away from burning fossil

the supply side of energy needs significant investment
across the energy stack.

By 2040, Bloomberg New Energy Finance expect

from 5% today. Battery storage could be the answer to
renewables’ biggest challenge — its intermittent nature
(the sun doesn’t always shine). If current trends in
manufacturing continue, Bloomberg estimate small-
scale battery storage in households and businesses
could be worth as much as $20 billion per year, which
is roughly the same as the UK’s National Grid today.

Energy consumption is becoming less intensive as
people, homes, businesses and transport become
more energy efficient and as the cost of renewables

equivalent to the annual national output of Indonesia
or Canada. Two thirds of this comes from reduced

demand through efficiency gains while the remainder
comes from cost savings through adoption of new
technology.

It is possible the grid could transform beyond pure
supply, seeing it become a platform for maximising
the value of distributed energy sources and other grid
edge technologies like smart demand management
and advanced meters (hmm... sound Uber-esque to

changes to the regulatory environment needed to
allow the grid to reach its full “distributed network”
potential.

1 RENEWABLES

Global coordination around climate change
and government support (through subsidies and
regulation) are the main causes for renewable energy
having gained acceptance and cost competitiveness
through technological advances. Significantly, in
December 2015 at COP 21 in Paris, members of
the UN Framework Convention on Climate Change
reached an agreement to accelerate efforts toward
a sustainable low carbon future. A year later in
November 2016, the EU revised its goal of fulfiling
20% of its total energy needs with renewables by


https://about.bnef.com/new-energy-outlook/
https://about.bnef.com/new-energy-outlook/
https://www.eia.gov/outlooks/ieo/exec_summ.php
https://www.eia.gov/outlooks/ieo/exec_summ.php
https://www.mckinsey.com/business-functions/sustainability-and-resource-productivity/our-insights/how-technology-is-reshaping-supply-and-demand-for-natural-resources
https://www.mckinsey.com/business-functions/sustainability-and-resource-productivity/our-insights/how-technology-is-reshaping-supply-and-demand-for-natural-resources
http://www3.weforum.org/docs/WEF_Future_of_Electricity_2017.pdf
http://www3.weforum.org/docs/WEF_Future_of_Electricity_2017.pdf
https://ec.europa.eu/energy/en/topics/renewable-energy
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Geographic concentration of oil supply and other
fossil fuels are additional drivers behind a focus on
“energy security” and the desire to achieve energy
independence for many countries. Despite headlines
that would lead us to believe otherwise, the biggest
producer of renewable energy is in America.
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EXAMPLE HOLDING: NEXTera
NextEra Energy ENFRGY %

NextEra Energy is a leading cleanmy

based in Florida with customers and power
facilities across the USA. It is the world’s largest
generator of renewable energy from the wind and
sun. Recognising renewables are insufficient on
their own, the company also has traditional power
stations and is investing in battery storage facilities
(with active systems in 7 different states). Of the
total electricity generation capacity at the end of
2016, 35% was comprised of renewables, up from
22% in 2010."
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1 Source: Bloomberg
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FUND IN FOCUS:
First State Global Listed Infrastructure

NextEra Energy is a top 10 holding in the First State
Global Listed Infrastructure fund. The fund is an actively
managed portfolio focused on investing globally in core
infrastructure such as energy tilities, pipelines, air,
sea and land ports, telecommunications, roads and
railways.
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2 SMART ENERGY

Our energy consumption is expected to grow by
50% by 2050 as a result of urbanisation, industrialisation

All this means that if we are to solve the problem of
global climate change, our electricity use must become
much more efficient. Buildings and industry represent
huge markets for energy efficiency savings, and the
combination of mobile and cloud computing, sensors
and big data analytics provides the opportunity to
realise these efficiencies through smart technology.
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EXAMPLEHOLDING: §chneider
Schneider Electric PElectric

Schneider Electric is leading the digital
transformation of energy management and
automation. Their software and consultancy
services make it possible for an ‘Internet of
Things’ to seamlessly connect, collect, analyse
and act on data in real-time delivering enhanced
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They have worked with companies across sectors
from food & beverage, electric utilities, water
plants, hyper-scale cloud providers to traditional
oil & gas.
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http://www.iea.org/Textbase/npsum/weo2017SUM.pdf
http://www.iea.org/Textbase/npsum/weo2017SUM.pdf
https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/vni-hyperconnectivity-wp.html#_Toc484556816
https://www.cisco.com/c/en/us/solutions/collateral/service-provider/visual-networking-index-vni/vni-hyperconnectivity-wp.html#_Toc484556816
https://download.schneider-electric.com/files?p_enDocType=Brochure&p_File_Id=7768853348&p_File_Name=998_19885906_GMA_US_ESX_Brochure_LIO_1.pdf&p_Reference=998-19885906_GMA-US_ESX
https://download.schneider-electric.com/files?p_enDocType=Brochure&p_File_Id=7768853348&p_File_Name=998_19885906_GMA_US_ESX_Brochure_LIO_1.pdf&p_Reference=998-19885906_GMA-US_ESX
https://download.schneider-electric.com/files?p_enDocType=Brochure&p_File_Id=7768853348&p_File_Name=998_19885906_GMA_US_ESX_Brochure_LIO_1.pdf&p_Reference=998-19885906_GMA-US_ESX

FUND IN FOCUS:
Oyster Continental European Selection

Schneider is an investment held by SYZ's Oyster
Continental European Selection fund which runs a highly
active stock picking process, in a concentrated portfolio
of the most attractively priced growth opportunities in
Europe.

3 BATTERY REVOLUTION

Given growth in our mobile and interconnected
devices, the expected surge in demand from electric
vehicles and development of battery farms to provide
stability to the grid, the investment case for batteries
is obvious. There are a number of manufacturers who
recognise the trend, each competing for market share:
LG Chem, NEC, BYD Company and of course the
partnership between Tesla and Panasonic.

Currently, Lithium ion based batteries are the single most
popular kind, especially for small consumer electronics.
There are, however, a variety of shortcomings, not least
being the high cost for the amount of energy stored.
That means there is a range of newer companies in the
race for developing competing battery technology.

All of them, however, need the raw materials going into
the batteries.
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EXAMPLE HOLDING: A\
Umicore .
umicore

The potential benefits of these (currently lab
based) technologies will be to reduce the cost,
size, weight or time to recharge. .

Umicore has built its business around the supply
of the cathode material in batteries, designing its
products for the specific purpose required. One
in five Lithium ion batteries ever produced for
portable electronics contains Umicore materials.
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FUND IN FOCUS:
Impax Environmental Markets

Umicore is a top holding in the Impax Environmental
Markets fund which focuses exclusively on companies
operating in environmental sustainability.

For details of all the funds currently held in the Best
Ideas portfolios please visit:

eqinvestors.co.uk/best-ideas



http://eqinvestors.co.uk/best-ideas
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Next steps

Youcanviewfactsheetsandinvestonlineviathe EQwebsite. Forother questions
and enquiries please contact your EQ adviser or visit:

.

.

@ eqinvestors.co.uk
& 02074887110
(4 enquiries@eginvestors.co.uk
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Cumulative performance since inception 30/09/2013 to 28/02/2018

48%

44%

40%

36%

32%

28%

24%

% Growth

20%

16%

12%

‘Annual performance : Mar17- : Feb16 - : Mar 15 - : Mar 14 - : Risk warning

. Feb18 - Feb17 - Febl6 - Febl5 | past performance is not a guide to
‘Best Ideas Cautious ——  449% : 807% @ -244% @ 728% | future performance. The value of
e e | inVestmients and the income derived
ARC Cautious* oo ©202% 1 771% : -156% : 528% : [ fromthem may go down as wellas up
Tt e e e e e | gnd] nvestors may get back less than
EBeStldeaSBalanced - 5.90% 13.51% -3.73% 7.78% they or|g|na“\/ invested. The Best

|deas Portfolios are available in seven

ARCBalanced ™ G 321 L 1281% 1 -278% 1 677% | different risk profiles, of which three
Best Ideas Adventurous —— : 865% : 19.97% : -553% : 9.39% : | a@reshown here.Inception dates may
et || vary: please see factsheets for full
‘ARC Steady Growth * -+ . 490% : 1707% : -350% : 762% : | details.

@ eqginvestors.co.uk @ 02074887110 @ enquiries@eqinvestors.co.uk 0 @eqginvestors @ EQ Investors

EQ Investors Limited, Centennium House, 100 Lower Thames Street, London EC3R 6DL

EQ Investorsis a trading name of EQ Investors Limited ('EQ") which is authorised and regulated by the Financial Conduct Authority.
FCA number 539422. Company number 07223330. Registered address: 6th Floor, 60 Gracechurch Street, London EC3V OHR.

This document has been drafted solely to keep investors informed and does not constitute a personal recommendation. These model portfolios
are not suitable for all investors: investments may only be undertaken based on a recommendation from a financial adviser. Example holdings
and funds included in the Best Ideas Portfolios on 28/02/2018. Model performance is shown in sterling, net of underlying fund charges
and an EQ management fee of 0.59% (including VAT) per annum, but excludes platform and advice fees. Underlying fund charges may
vary depending on platform. All income reinvested; actual returns may vary. * We use Asset Risk Consultants (ARC) to benchmark the
performance of our portfolios. ARC benchmark figures are based on participating investment managers’ actual performance data, net of
fees, following the last quarter end. This document may contain opinions that represent our assessment and interpretation of information
with which we have been provided and no representation or warranty, expressed or implied, is given as to its accuracy or completeness.
Data sources: EQ, Morningstar. EQ/0318/297




