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Brian Sulley: 

Thank you all for joining us today. I'm Brian Sulley. And here at Ecofin, we've been addressing you more and more 
frequently about some of the opportunities in renewable energy investing in the transition to cleaner forms of energy 
usage. But we're going to talk today specifically about a couple of trends you might've been seeing that have been 
garnering headlines lately. 

Joining me is Michel Sznajer out of our London office. And Michel is a portfolio manager specifically focusing on some of 
our strategies that invest in renewable energy. Thank you for joining us, Michel. I'm going to hit on a couple of things today, 
but I guess a good place to jump off is with interest rates. Over the last few weeks, we've seen a fairly rapid rise in interest 
rates, at least off the bottom, where they were sitting, and that served as a bit of a headwind for renewables performance. 
Specifically, how do these affect the renewable space, and how do we mitigate some of the exposure here? 

Michel Sznajer: 

Hey, good morning, Brian. Thank you for your question. So renewables, like other infrastructure assets, are asset-backed 
businesses with mid to long-term contracts or regulatory periods. Experience shows that fast-rising interest rates typically 
have a negative impact on infrastructure assets. And in the short term, renewables are not immune to that reaction. 
However, renewables are growing faster than the general economy and faster than other types of infrastructure assets on 
a structural basis. This is driven by the fact that renewables are taking share from other forms of electricity, and electricity 
itself is taking share from other forms of energy. 

Think about growth when you stack up general economic growth globally, plus demand coming from power companies 
shutting down coal, for instance. Plus demand coming from the migration from internal combustion engine cars to electric 
vehicles, plus demand from green hydrogen. As renewables growth is accelerating, it enhances the ability of renewables to 
balance rising rates. And then one final point, with regard to our renewable strategies, is that their exposure to U.S. 
interest rates is less than 50%, and a significant portion of contracts in the strategies are indexed to inflation. Hence, the 
geographic diversification and inflation indexing provide a very good hedge. 

Brian Sulley: 

Thank you, Michel, and maybe another news item that's been out there and really even overshadowing some of that 
interest rate movement have been the issues in Texas and other nearby states, Oklahoma, Louisiana, where winter storms 
caused widespread damage and knocked out power and water service for millions at a time when it was needed most. 
Thankfully, it now seems that those areas are recovering fairly quickly, but that still leaves the question of just what exactly 
did happen, and are we at risk for seeing it again? 

Michel Sznajer: 

Sure, Brian. First of all, it wasn't a demand issue, as demand didn't reach peak levels previously experienced in the summer. 
It was a supply issue, and all forms of electricity failed due to the lack of preparedness for extreme weather. So we had a 
supply deficit, and we had a system failure because there is no structure or incentive to build reserves, and price is the only 
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mechanism to balance supply and demand. So we saw price skyrocket to $9,000 per megawatt-hour instead of the normal 
$20 to $50 per megawatt-hour we would usually observe. So what are the solutions to this issue? 

First, we need to install available technology to avoid failure. All these plants, whether it's coal, gas, nuclear, wind, solar, 
they all failed at different degrees, but they all work through the harsh winter in the North of the United States, in Canada, 
or Northern Europe. So there is a decision to be made about upgrading technology and invest in the infrastructure. 
Secondly, we need to have a capacity market. I.e., excess capacity ready to be called upon in case of imbalance. 

Thirdly, we need to install more battery storage. The battery owners we spoke to last week, they did very, very well 
through the storm, selling their power. And then fourth, we need to strengthen the grid and interconnection with other 
states to facilitate demand balance. So for our companies, we are likely to see the need for a changing market structure 
and higher investments, which is good for electricity companies and renewables in particular. 

Brian Sulley: 

So it sounds like specifically what went on there is that supply issue that you mentioned as opposed to demand, and the 
solution is going to involve heavy amounts of investment across the grid and across the power infrastructure industry. And 
those things sound like items that can be tailwinds for the types of companies that you love to own and in your renewable 
strategies. Is that correct, Michel? 

Michel Sznajer: 

That's exactly correct. That's exactly what we anticipate to be happening. 

Brian Sulley: 

And so, if that's going to serve as a potential tailwind for the rest of this year, maybe we can briefly mention some of the 
other tailwinds that we see on the horizon, particularly given news coming out of Washington that the House of 
Representatives have passed their version of a large recovery bill for COVID-19. 

Michel Sznajer: 

Thanks, Brian. I think we await the details of the infrastructure bill that could include new and or extension of tax incentives 
for renewables and batteries, clarity on the policy on green hydrogen, and action on strengthening of the transmission 
networks, as we just mentioned. So all of those would be very positive for the sector. And then, more broadly, we're 
watching closely how the new administration drives decarbonization through policies, for instance, in transportation or 
around waste to energy. So there is a lot that we know we can be hopeful for coming from the new administration. 

Brian Sulley: 

And looking a little bit further out on the calendar, we also have COP26 on the horizon. What are you seeing as maybe 
some of the opportunities that are coming out of that conference, and what it could do towards global sentiment on 
further adoption of renewable energy and cleaner infrastructure? 

Michel Sznajer: 
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Yeah, you're right, Brian. In November this year, we will see a COP26 in Glasgow. It's going to be a great opportunity for the 
heads of state and climate experts to come together and agree on coordinated action to tackle climate change. We will 
certainly witness new commitments to reach net-zero emissions as soon as possible, certainly 2050. And then we should 
expect also significant cuts by 2030. I mean, the U.S., as you know, has done very well over the past few years in terms of 
closing coal plants and reducing carbon emissions and is therefore in a very good position to take a leadership role and 
drive progress. And now, with the new administration having rejoined the Paris Agreement, I think President Biden is really 
in a position of strength to move the agenda forward, and we very much look forward to the COP26 meeting in November. 

Brian Sulley: 

Thanks, Michel. That'll do it for us today. Obviously, there've been a lot of things in the news that affect the renewable 
energy universe, and it's something we continue to keep tabs on and enjoy speaking with you all about. We'll be back soon 
as there continues to be more items of note out there, and look forward to speaking with you all again. 

In the meantime, you can always reach out to your Ecofin representative if you have any questions about our strategies or 
what we're seeing happening out there. Thanks again for joining us today. Look forward to speaking with you soon. 

 

Thank you for joining us. And stay tuned for our next episode. Have topics you want covered or other feedback to 
share? Write us at info@ecofininvest.com. 
 
Disclaimer: Nothing contained in this communication constitutes tax, legal, or investment advice. Investors must consult 
their tax advisor or legal counsel for advice and information concerning their particular situation. This podcast contains 
certain statements that may include “forward-looking statements.” All statements, other than statements of historical fact, 
included herein are “forward-looking statements.” Although we believe that the expectations reflected in these forward-
looking statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove 
to be incorrect. Actual events could differ materially from those anticipated in these forward-looking statements as a result of 
a variety of factors. You should not place undue reliance on these forward-looking statements. This podcast reflects our 
views and opinions as of the date herein, which are subject to change at any time based on market and other conditions. We 
disclaim any responsibility to update these views. These views should not be relied on as investment advice or an indication 
of trading intention. Discussion or analysis of any specific company-related news or investment sectors are meant primarily 
as a result of recent newsworthy events surrounding those companies or by way of providing updates on certain sectors of 
the market. Through our family of registered investment advisers, we provide investment advice to related funds and others 
that includes investment into those sectors or companies discussed in these podcasts. As a result, we stand to beneficially 
profit from any rise in value from many of the companies mentioned herein including companies within the investment 
sectors broadly discussed.  


