/ LY T

Albena Vassileva
Executive Director
Infrastructure

) 4 S

Mandeep Mundae
Executive Director
Infrastructure

1L

investors

Energy transition as a
means to energy security

Energy security is a pressing priority around the world given the sharp
rise in energy prices that has been exacerbated by the Russian
invasion of Ukraine and recent OPEC+ policies. Strengthening energy
security is a key focus of governments’ energy transition policies and
should serve as a further accelerator of the net zero trend. We expect
this to create compelling investment opportunities across the global

infrastructure landscape.
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Short-term fixes temporarily
unavoidable
Europe is grappling with a near-term
shortage of energy sources and supplies
following Russia’s hostilities. In this
environment, security-linked energy
initiatives are aimed at identifying reliable
gas supplies from “friendly” countries
to reduce the dependence on Russian
gas. Coined “friend-shoring”, this is being
achieved in the near term by building new
pipelines and/or increasing LNG imports.
Some recent examples include:
= new gas pipelines and LNG export
terminals being developed in Norway
m  renewed focus on LNG import terminals
across Europe, including Germany,
Netherlands, UK, Poland, and the
Baltic states.

However, these are only interim measures
designed to address this crucial pressure
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point in the existing energy system. The real
focus of policymakers remains on fostering
the long-term transition to clean energy
sources that also contribute meaningfully
to energy security.

Long-term solutions are the
main game
The entire energy system is expected to
undergo a profound and deep transition
in the next two decades. The International
Energy Agency estimates the annual
investment required to achieve net zero
emissions by 2050 is around US$2.8 trillion
over the decade to 2030. This is split across
different energy sectors as shown in Figure 1.
This transition is likely to create a variety
of investment opportunities across the
infrastructure asset class, many of which
will be inextricably linked to energy security.
The key themes on which we are focusing
include the trend towards reliably sourced
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FIGURE 1 GLOBAL ANNUAL INVESTMENT TO MEET NET ZERO

The transition to net-zero emissions by 2050 requires unprecedented levels of annual
investment in the decade to 2030 across the energy ecosystem.

Renewable Power
US$1.003trn

Battery storage
US$52bn

ERGY
EPORAGE

Electricity Grids
US$523bn

Source: International Energy Agency (2021), Net Zero by 2050, IEA, Paris
* Energy efficiency investments relate to the incremental cost of improving the energy performance of equipment relative to a conventional design

electricity to enable the electrification of
industries and transport, green hydrogen
to replace gas, as well as the resurgence
of onshoring in developed economies,
which is likely to require carbon capture
technologies to deal with the near-term
emissions implications.

Security and stability of
electricity generation
Electrification is a key net zero trend
across many infrastructure sectors, but
the electricity that is required needs to be
securely generated in order to increase
energy security. Countries are already
taking three key approaches to achieving
this goal and we expect these trends to
continue and, in some cases, accelerate.

El Renewables and storage

Interest in renewable energy was already
high due to climate concerns but with the
recent rise in global instability, renewables
are now seen as a very effective way to
increase energy security. Governments
globally are increasing targets for
renewables in the electricity mix and
promoting easier permitting at the national
and local levels.

Low-emissions fuels

Energy Efficiency*
US$610bn

Electric vehicle chargers
US$523bn

Carbon capture
utilisation and storage

US$132bn US$33bn

Hydrogen/biofuels

Technological advances are also speeding
this trend, with an increased focus on
offshore wind, which can deliver significant
step changes in installed capacity and
does not carry the same “visual pollution”
concerns as onshore wind. Historically,
offshore wind was only possible in
countries with relatively shallow and stable
seabeds that could securely hold the
mounted turbines. More recently, floating
offshore wind farms have been developed
and this is enabling the more widespread
use of offshore wind technology.

Further advances in battery technology
will also be a significant driver of demand
for renewables as a secure energy source.
The sooner locally produced renewable
power can be stored in significant volume,
the more countries will be able to rely on it
for clean electricity generation.

1 Intra-country connectivity
Electricity can only travel between
countries if there is interconnectivity
through cables and this is being explored
and promoted by appropriate policies in
Europe and globally. Connectivity enables
the sharing of electricity between countries
and, in conjunction with storage, provides
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areliable, fast and secure way to distribute
renewable energy to where it is needed
from where there is a surplus.

Whilst several neighboring markets in
Europe have enjoyed interconnected grids,
new projects are being implemented at a
fast pace. For example, in 2021 Norway
and Germany connected their electricity
systems through NordLink, which — at 623
kilometres — is Europe’s longest direct
power link. A number of interconnector
projects are underway linking the UK and
Ireland, and the European Union has set
a goal of at least 15% of its electricity
systems to be interconnected by 2030.

El Selective resurgence of nuclear
The analysis of local electricity generation
would not be complete without touching
on nuclear power which is used by some
nations as a well-tested and low emissions
source of base-load power.

However nuclear power is a divisive topic
globally. Not all countries are in favour and
many asset managers are not able to invest
in nuclear-related infrastructure. This is
well illustrated in Europe, where France and
the UK are pro-nuclear, the Netherlands
sits in the middle and Germany is largely
against. Interestingly however, Germany
may soften its stance temporarily due to
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the impact of Russia’s Ukraine invasion.
This suggests selective nuclear generation
projects may emerge in the future, but the
investment implications remain unclear.

Green hydrogen to replace
natural gas

Green hydrogen?is only in its infancy but
we believe it is a dominant theme for

the future. There are strong national and
EU policies aimed at developing reliable
sources of green hydrogen to replace
natural gas, and across the Atlantic, green
hydrogen projects also featured strongly in
the actions recommended by the recent US
Inflation Reduction Act.

Heavy industrial activities, like steel and
cement, are not easy to electrify, hence
green hydrogen is seen as a viable, clean
alternative to their current reliance on fossil
fuels. Key chemical industries are reliant
on natural gas as feedstock, which can be
replaced by hydrogen.

Green hydrogen-related infrastructure,
including generation, transport and storage,
is potentially a significant investment
opportunity as hydrogen can play a pivotal
role in the net zero transition of industrialised
economies such as Germany, the UK, Italy,
Japan, Korea, Singapore and the US.

Not all of these countries can produce

Renewables in IFM Investors’ portfolios

IFM Investors has made several renewable investments during the recent
period of disruption in European energy markets. These companies offer
low-cost electricity, and we also believe the increasing recognition that
renewables offer greater energy security should provide a further engine for
growth in clean energy capacity across Europe in the coming decades.

ERG S.p.A is a diversified European renewables platform with an
established portfolio of 2.5 gigawatt (GW) across wind and solar. It has
attractive growth credentials, with a near-term 3.5GW pipeline and a high
calibre management team, underpinned by a 500-strong workforce with
industry leading experience.

Nala Renewables is a global renewable energy platform headquartered in
the UK, targeting 4GW of renewable capacity across wind, solar and battery
storage by 2025. The company is targeting projects contracted to long-term
power purchase agreements (PPAs) which help reduce counterparty and
re-contracting risk. It also has access to proprietary deal flow through a
partnership with Trafigura.

Together, ERG and Nala have more than 150 assets secured across 15 countries.
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Energy security behind-the-meter

At a micro level, energy
security at individual
infrastructure assets can be
significantly improved through
behind-the-meter renewable
energy programs that also
contribute to reducing assets’
carbon footprints. Many IFM
portfolio companies are well-
advanced along this pathway.

IFM portfolio companies’
combined behind-the-meter
capacity totaled 182.44
megawatt (MW) at end

2021, up from 160.19MW in
2020.This represents a 14%
increase over the year. There
is also a significant pipeline of
new projects that will come on
stream across our portfolios
over the next five years.
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Vienna Airport - A 24-megawatt peak (MWp)
capacity solar farm came online at Vienna
Airportin May 2022. It is expected to generate
30,000 megawatt hours of clean energy
annually, which will help drive operational cost
savings and reduce emissions associated with
this essential asset’s energy consumption.

Anglian Water - A 11.6MW capacity solar PV
array came online at the company’s Graftham
site in late 2020. The solar array is expected
to generate approximately one quarter of the
site’s annual energy requirements and save
around 3,500 tonnes of carbon each year.

Melbourne Airport - Melbourne airport’s
12MW solar farm extends across 19 hectares
(approx. 26 soccer fields), making it the
largest behind the meter solar farm at any
Australian airport. The facility is capable of
generating 17 gigawatt hours of renewable
energy each year, which is equivalent to

the amount of energy required to power
approximately 3,600 homes.’

cheap, reliable green hydrogen, so

many will rely on imports from “friend-
shoring” countries to help ensure energy
security. This suggests export projects

in geographies such as Canada, US and
Australia are well placed to benefit from the
green hydrogen revolution.

Onshoring and carbon capture
The Covid pandemic and geopolitical tensions
involving China clearly highlighted the risks
associated with offshore production as supply
chains came under pressure. Severe supply
shortages highlighted unfavourable economic
dependencies that needed to be addressed
at the national level. This has prompted a
resurgence of domestic industrial policies
aimed at bringing production back onshore
in some of the major developed economies.
A key example is the US, where there
are now government incentives for local
production of equipment (such as solar
panels and batteries) and tax incentives

that encourage businesses to source
locally. These policies aim to reduce
economic dependence whilst improving
energy security.

In addition, the slower pace of offshoring,
or even the potential return of heavy
industries to developed countries, will
likely increase the need for, and investment
opportunities associated with, carbon
capture technologies. This reflects the
need to deal with the rise in emissions that
results from onshoring.

Carbon capture is likely to be sought as
a solution until the green hydrogen market
is more fully developed, enabling these
heavy industries to fully transition to the
net zero world. Recent EU and US policies
have been highly supportive of carbon
capture, recognising its place in a realistic
transition to net zero. We expect this to foster
infrastructure investment opportunities,
including transportation and storage of CO2,
as well as distributed carbon capture models.

" https://www.climatecouncil.org.au/resources/watts-watt-a-guide-to-renewable-energy-capacity-and-generation/
2Green hydrogen is produced by splitting water into hydrogen and oxygen using renewable energy or low-carbon power. It is associated with very low emissions
compared to grey or blue hydrogen that are produced using fossil fuels.




Important Disclosures

The following disclosure applies to this material and any information
provided regarding the information contained in this material. By
accepting this material, you agree to be bound by the following terms and
conditions.  The material does not constitute an offer, invitation,
solicitation, or recommendation in relation to the subscription, purchase,
or sale of securities in any jurisdiction and neither this material nor
anything in it will form the basis of any contract or commitment. IFM
Investors (defined as IFM Investors Pty Ltd and its affiliates) will have no
liability, contingent or otherwise, to any user of this material or to third-
parties, or any responsibility whatsoever, for the correctness, quality,
accuracy, timeliness, pricing, reliability, performance, or completeness of
the information in this material. In no event will IFM Investors be liable for
any special, indirect, incidental, or consequential damages which may be
incurred or experienced on account of a reader using or relying on the
information in this material even if it has been advised of the possibility of
such damages.

Certain statements in this material may constitute “forward looking
statements” or “forecasts”. Words such as “expects,” “anticipates,” “plans,”
“believes,” “scheduled,” “estimates” and variations of these words and
similar expressions are intended to identify forward-looking statements,
which include but are not limited to projections of earnings, performance,
and cash flows. These statements involve subjective judgement and
analysis and reflect IFM Investors expectations and are subject to
significant uncertainties, risks, and contingencies outside the control of
IFM Investors which may cause actual results to vary materially from those
expressed or implied by these forward-looking statements. All forward-
looking statements speak only as of the date of this material or, in the case
of any document incorporated by reference, the date of that document. All
subsequent written and oral forward-looking statements attributable to
IFM Investors or any person acting on its behalf are qualified by the
cautionary statements in this section. Readers are cautioned not to rely
on such forward-looking statements. The achievement of any or all goals
of any investment that may be described in this material is not guaranteed.

Past performance does not guarantee future results. The value of
investments and the income derived from investments will fluctuate
and can go down as well as up. A loss of principal may occur.

This material may contain information provided by third parties for general
reference or interest. While such third-party sources are believed to be
reliable, IFM Investors does not assume any responsibility for the accuracy
or completeness of such information.

This material does not constitute investment, legal, accounting, regulatory,
taxation or otheradvice and itdoes not consider your investment objectives
or legal, accounting, regulatory, taxation or financial situation or particular
needs. You are solely responsible for forming your own opinions and
conclusions on such matters and for making your own independent
assessment of the information in this material. Tax treatment depends on
your individual circumstances and may be subject to change in the future.

This material is confidential and should not be distributed or provided to
any other person without the written consent of IFM Investors.

Environmental, Social, and Governance (“ESG”) strategies may take risks
or eliminate exposures found in other strategies or broad market
benchmarks that may cause performance to diverge from the performance
of these other strategies or market benchmarks. ESG strategies will be
subject to the risks associated with their underlying investments’ asset
classes. Further, the demand within certain markets or sectors that an
ESG strategy targets may not develop as forecasted or may develop more
slowly than anticipated. There is no guarantee that the ESG strategy or
determinations made by the adviser will align with the beliefs or values of
a particular investor.

An infrastructure investment is subject to certain risks including but not
limited to: the burdens of ownership of infrastructure; local, national and
international economic conditions; the supply and demand for services
from and access to infrastructure; the financial condition of users and
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suppliers of infrastructure assets; changes in interest rates and the
availability of funds which may render the purchase, sale or refinancing of
infrastructure assets difficult or impractical; changes in environmental
and planning laws and regulations, and other governmental rules;
environmental claims arising in respect of infrastructure acquired with
undisclosed or unknown environmental problems or as to which
inadequate reserves have been established; changes in energy prices;
changes in fiscal and monetary policies; negative economic developments
that depress travel; uninsured casualties; force majeure acts, terrorist
events, under insured or uninsurable losses; and other factors beyond
reasonable control.

Australia Disclosure

This material is provided to you on the basis that you warrant that you are
a “wholesale client” or a “sophisticated investor” or a “professional
investor” (each as defined in the Corporations Act 2001 (Cth)) to whom a
product disclosure statement is not required to be given under Chapter 6D
or Part 7.9 of the Corporations Act 2001 (Cth). IFM Investors Pty Ltd, ABN
67 107 247 727, AFS Licence No. 284404, CRD No. 162754, SEC File No.
801-78649.

Netherlands Disclosure

This material is provided to you on the basis that you warrant that you are
a Professional Investor (professionele belegger) within the meaning of
Section 1:1 of the Dutch Financial Supervision Act (Wet op het financieel
toezicht). This material is not intended for and should not be relied on by
any other person. IFM Investors (Netherlands) BV. shall have no liability,
contingent or otherwise, to any user of this material or to third parties, or
any responsibility whatsoever, for the correctness, quality, accuracy,
timeliness, pricing, reliability, performance, or completeness of this
material.

United Kingdom Disclosure

This material is provided to you on the basis that you warrant that you fall
within one or more of the exemptionsin the Financial Services and Markets
Act 2000 (“FSMA’) [(Financial Promotion) Order 2005] [(Promotion of
Collective Investment Schemes)(Exemptions) Order 2001, or are a
Professional Client for the purposes of FCA rules] and as a consequence
the restrictions on communication of “financial promotions” under FSMA
and FCA rules do not apply to a communication made to you. IFM Investors
(UK) Ltd shall have no liability, contingent or otherwise, to any user of this
material or to third parties, or any responsibility whatsoever, for the
correctness, quality, accuracy, timeliness, pricing, reliability, performance,
or completeness of the information in this material.

Switzerland Disclosure

This Information is provided to you on the basis that you warrant you are (i)
a professional client or an institutional client pursuant to the Swiss
Federal Financial Services Act of 15 June 2018 (“FinSA”) and (ii) a qualified
investor pursuant the Swiss Federal Act on Collective Investment Schemes
of 23 June 2006 (“CISA"), for each of (i) and (ii) excluding high-net-worth
individuals or private investment structures established for such high-net
worth individuals (without professional treasury operations) that have
opted out of customer protection under the FinSA and that have elected to
be treated as professional clients and qualified investors under the FinSA
and the CISA, respectively.
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