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Overview

» Despite ongoing struggles with
over-supply, the market saw a
knee-jerk reaction against the
solar industry in the wake of
Trump’s election victory

»  While the Inflation Reduction
Act looks difficult to repeal,
there are reasons to hope for
solar regardless of political
headwinds

* Amidst strong onshoring and
rising demand from artificial
intelligence, clean energy could
remain relevant no matter who
is in the White House
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Thinking Thematically

The US election is finally over — try not to
panic in clean energy

Regardless of how you feel about the US election results, you're probably happy that it's
finally over. We work with clients around the globe, and compared to the multi-year election
cycle in the US, we look on with envy when UK elections are just six weeks long. This was
the most expensive US election ever, pushing nearly $16B in total spending, bombarding
voters with advertisements on a range of issues."

Last month, we provided a deep dive on the current fundamentals of the solar industry.
However, given the election results, we thought it was time for another update. The morning
after the election, clean energy stocks dropped rapidly, with household names like Sunrun
down more than 30%.2 This, of course, has created a sort of mirror image of the 2020
election, when clean energy stocks rose on Biden’s victory.

There was certainly a whole lot of rhetoric on clean energy this election cycle, as Trump, a
vocal critic of climate polices, made numerous threats to defund clean energy and
implement tariffs that could impact the sector. Still, we think both the wild gains and wild
losses post-election look irrational. Clean energy is an industry with its own drivers, and
more importantly, we think it's here to stay.

The sun doesn’t care who’s in the White House

As the world heats up, one thing remains constant: the sun shines without bias, serving as
an energy resource that transcends political boundaries. And, as we covered last time, the
US saw 75% growth in solar capacity during Trump’s first term as the economics of solar
influenced the power generation industry.3 The price of solar panels fell 88% between 2010
and 2023, making it a highly competitive source of energy regardless of fiscal support.*

Still, fiscal policy is important, and the Inflation Reduction Act (IRA) no doubt helped spur
the industry further — especially for reshoring clean energy production capacity to the US.
However, despite the rhetoric, IRA repeal doesn’t seem like the base case. As we
mentioned in last month’s edition of Thinking Thematically, Republican districts have seen
an outsized benefit from investments in clean energy jobs and factories — seeing $180B of
investment in Republican districts in the first year of the IRA vs just $10B for Democratic
districts. In August, eighteen Republican lawmakers in the House went so far as to write a
letter to House Speaker Mike Johnson, asking him to preserve the law and the outsized
benefits they're seeing to their local economies.?

Of course, we're still waiting on the results of the US House elections. A red sweep could
change the political calculus, though there are clearly Republican representatives who want
to keep the IRA — and its manufacturing support — in their districts.

Clean Energy Industry Employment — Top Ten States with 2024 Presidential Vote
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Source: Department of Energy, August 2024. Red represents states that voted for Trump, while blue
represents states that voted for Harris.
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Tariffs and trade?

One major potential change in policy, of course, is trade. Trump has proposed up to 60%
tariffs on Chinese goods and 10% tariffs on other trading partners.® This, however, comes in
an environment where many countries are already levying duties on Chinese cleantech
imports. The US already had 50% tariffs on Chinese solar imports and recently added
additional anti-dumping and countervailing duties (AD/CVD) tariffs on “pass through”
imports from four Southeast Asian countries (Cambodia, Malaysia, Thailand, and Vietnam)
averaging 10.9%.”

In that sense, the US solar industry may potentially be better positioned to weather tariffs
than other industries currently operating without any. Solar companies have not only had
time to stockpile solar inventory with 12 months of solar supply on hand — compared to
normal supply of 4-6 months of needed panels.8 But more importantly, the industry is
engaging in “reshoring” and opening new manufacturing domestically that could provide
nearly 12 GW of production capacity by 2026.8

Forecasts for full wattage

So, where does that leave us? For one thing, regardless of the politics, clean energy is a
vital resource — and a necessary one to deal with climate change and the increasingly
destructive weather patterns we’re seeing. However, we also have an industry that has
already suffered several years of weakness, which has hopefully created more resilience for
any uncertainty ahead.

Meanwhile, thanks to artificial intelligence, we're seeing more demand for power than ever,
with an expected need 10x increase in power demand by 2030.° Furthermore, with grid
connection queues longer than 5 years in many cases, there could be an ongoing need for
renewables to help meet demand.° Taking all of this into consideration, recent estimates
from experts expect the US to add 1.1 Terawatts (TW) of renewables between 2025-2035,
3x the rate of the previous decade. Even with a repeal of the IRA, they only expect to cut
this number by 1/5, by no means a doomsday scenario."

Where do we go from here?

As always, we don’t have a crystal ball — though we sure like the crystalline silicone in solar
panels... We've already seen considerable volatility in the solar industry post-election, so
we certainly urge investors to proceed with caution. Still, as we’ve outlined here, there are
many fundamentals to the solar industry beyond politics. No matter who’s behind the
podium, solar is a useful energy source, and we could see more to come from the
technology. The 2024 election has officially concluded. Whether your candidate claimed
victory or not, the sun will still rise — let's make the most of its power.



Investment Risks

Thematic investing involves the risk that a given theme is out of favor, or that the industries chosen to capitalize on that theme underperform
the market.

The opinions expressed are those of the author, are based on current market conditions and are subject to change without notice. These
opinions may differ from those of other Invesco investment professionals.

This does not constitute a recommendation of any investment strategy or product for a particular investor. Investors should consult a
financial professional before making any investment decisions.

Forward-looking statements are not guarantees of future results. They involve risks, uncertainties and assumptions, there can be no
assurance that actual results will not differ materially from expectations.

Diversification does not guarantee a profit or eliminate the risk of loss.

Important information

This document is intended only for professional investors in Hong Kong, for Institutional Investors and/or Accredited Investors in Singapore,
for certain specific sovereign wealth funds and/or Qualified Domestic Institutional Investors approved by local regulators only in the People’s
Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified Professional
Investors in Korea, for certain specific institutional investors in Brunei, for Qualified Institutional Investors and/or certain specific institutional
investors in Thailand, for certain specific institutional investors in Malaysia upon request, for certain specific institutional investors in
Indonesia and for qualified buyers in Philippines for informational purposes only. This document is not an offering of a financial product and
should not be distributed to retail clients who are resident in jurisdiction where its distribution is not authorized or is unlawful. Circulation,
disclosure, or dissemination of all or any part of this document to any unauthorized person is prohibited.

This document may contain statements that are not purely historical in nature but are "forward-looking statements," which are based on
certain assumptions of future events. Forward-looking statements are based on information available on the date hereof, and Invesco does
not assume any duty to update any forward-looking statement. Actual events may differ from those assumed. There can be no assurance
that forward-looking statements, including any projected returns, will materialize or that actual market conditions and/or performance results
will not be materially different or worse than those presented.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. Investment involves
risk. Please review all financial material carefully before investing. The opinions expressed are based on current market conditions and are
subject to change without notice. These opinions may differ from those of other Invesco investment professionals.

The distribution and offering of this document in certain jurisdictions may be restricted by law. Persons into whose possession this marketing
material may come are required to inform themselves about and to comply with any relevant restrictions. This does not constitute an offer or
solicitation by anyone in any jurisdiction in which such an offer is not authorised or to any person to whom it is unlawful to make such an
offer or solicitation.

This document is issued in the following countries:

¢ in Hong Kong by Invesco Hong Kong Limited 2 IEf & & P4 R/, 45/F, Jardine House, 1 Connaught Place, Central, Hong Kong.

e in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01 Republic Plaza, Singapore 048619.

e in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited is
operated and managed independently.
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