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China's renewable energy industry ready
for lift off

China's burgeoning renewable energy industry offers
strong growth prospects as the country sets ambitious

net-zero targets.

From air pollution and rising sea levels to soil contamination and water scarcity,
China, the world's largest emitter of greenhouse gases, faces a series of
environmental problems.

Its predicament is further complicated by the fact that it is also home to almost half
of the planet’s electricity and industrial assets — infrastructure that is most at risk
from stranding.

Yet the world’s second biggest economy is well placed to take a leading role in the
battle against climate change. That's because of its burgeoning environmental
industry, and more specifically its competitive edge in renewables.

In line with Beijing’s ambitious plan to peak emissions by 2030 and become carbon
neutral by 2060, China’s electricity mix is changing rapidly.

Renewable sources of energy are expected to oust coal, currently the country's
primary power source, as the main contributors to the grid. Wind power is expanding
particularly rapidly.

The share of wind power in the country's electricity generation has doubled in the
five years to 2020, and is expected to rise five-fold in the coming decades to 30 per
cent (see chart).
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Wind picking up
China's electricity generation mix
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Source: CEC, NEA, JP Morgan estimates, data as of 30.06.2022

Since 2010, the country has been the world’s largest wind market by installed
capacity, with the International Energy Agency expecting the total capacity to reach
1,000 gigawatts (GW) by 2050 from the current 300-plus GW.

While China’s main wind resources to-date are based inland in areas such as Xinjiang
and Inner Mongolia, we think offshore wind will experience considerable growth in
the coming years given the 18,000 km of coastline and 3 million km? of sea
available for offshore wind installations.

Offshore areas near Guangdong are rich in wind resources thanks to frequent
typhoons which typically pass through the western province in July to October.

Research by the Chinese University of Hong Kong shows that the intensity of
typhoons around South China Sea has been steadily increasing in the past 40 years.

Its modelling shows that by the end of the century, typhoons’ average wind speed
could strengthen by 6 per cent or 7.2km per hour, with an average typhoon lasting
five hours, or more than 50 per cent, longer.*

While typhoons can cause problems if particularly severe, they may be a blessing for
China’s renewable energy industry.
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Guangdong, the country’s manufacturing hub, is rapidly developing its capacity as it
aims to become the first province to reach offshore wind electricity-pricing grid parity
with traditional feedstocks, such as coal, by 2025. This parity refers to a point where
wind power is generated unsubsidised at a levelised cost to fossil fuel energy.

China's renewables sector could receive an additional boost due to the problems laid
bare by Covid and the conflict in Ukraine.

Post-pandemic supply disruptions and a growing urgency among European
governments to gain energy independence in the wake of the Russia-Ukraine war
represent a major commercial opportunity for Chinese renewable equipment
manufacturers. Many of these firms have proved more resilient than their European
peers, whose margins have been hit by higher steel prices.

An A-share listed renewable equipment manufacturer, for example, is steadily
growing its global market share thanks to next-generation wind power technologies
which are more efficient and cost effective, with more than a third of its key
components supplied domestically.

More broadly, large Chinese renewable energy firms have been delivering strong
earnings growth; according to consensus estimates, the sector's earnings per share is
forecast to grow at least 30 per cent in the coming 12 months. That is some
distance above the rest of China's listed companies, whose profits are expected to
rise just 5 per cent over the same period.?

China’s net-zero pledges are expected to require some USD16 billion of investments.
The signs are that such capital would be put to profitable use.

[1] https://cuhkintouch.cpr.cuhk.edu.hk/2022/02/7922/

[2] Goldman Sachs China Renewable Index and MSCI China Index as of 25.08.2022
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Important legal information

This marketing material is issued by Pictet Asset Management (Europe) S.A.. It is neither directed to, nor intended
for distribution or use by, any person or entity who is a citizen or resident of, or domiciled or located in, any locality,
state, country or jurisdiction where such distribution, publication, availability or use would be contrary to law or
regulation. The latest version of the fund‘s prospectus, Key Investor Information Document (KIID), annual and semi-
annual reports must be read before investing. They are available free of charge in English on
www.assetmanagement.pictet or in paper copy at the management company of the fund or at the office of the fund
local agent, distributor or centralizing agent if any.

For Luxembourg domiciled funds, the management company is Pictet Asset Management (Europe) S.A., 15 avenue
J.F. Kennedy, L-1855 Luxembourg. For Swiss domiciled funds, the management company is Pictet Asset
Management SA, 60 Route des Acacias — 1211 Geneva 73.

The KIID is also available in the local language of each country where the compartment is registered. The
prospectus and the annual and semi-annual reports may also be available in other languages, please refer to the
website for other available languages. Only the latest version of these documents may be relied upon as the basis
for investment decisions.

The summary of investor rights (in English and in the different languages of our website) is available here and at
www.assetmanagement.pictet under the heading "Resources", at the bottom of the page.

The list of countries where the fund is registered can be obtained at all times from the management company,
which may decide to terminate the arrangements made for the marketing of the fund or compartments of the fund
in any given country.

The information and data presented in this document are not to be considered as an offer or solicitation to buy, sell
or subscribe to any securities or financial instruments or services.

Information, opinions and estimates contained in this document reflect a judgment at the original date of
publication and are subject to change without notice. The management company has not taken any steps to ensure
that the securities referred to in this document are suitable for any particular investor and this document is not to
be relied upon in substitution for the exercise of independent judgment. Tax treatment depends on the individual
circumstances of each investor and may be subject to change in the future. Before making any investment decision,
investors are recommended to ascertain if this investment is suitable for them in light of their financial knowledge
and experience, investment goals and financial situation, or to obtain specific advice from an industry professional.

The value and income of any of the securities or financial instruments mentioned in this document may fall as well
as rise and, as a consequence, investors may receive back less than originally invested.

The investment guidelines are internal guidelines which are subject to change at any time and without any notice
within the limits of the fund's prospectus. The mentioned financial instruments are provided for illustrative
purposes only and shall not be considered as a direct offering, investment recommendation or investment advice.
Reference to a specific security is not a recommendation to buy or sell that security. Effective allocations are
subject to change and may have changed since the date of the marketing material.

Past performance is not a guarantee or a reliable indicator of future performance. Performance data does not
include the commissions and fees charged at the time of subscribing for or redeeming shares.

Any index data referenced herein remains the property of the Data Vendor. Data Vendor Disclaimers are available on
assetmanagement.pictet in the “Resources” section of the footer. This document is a marketing communication
issued by Pictet Asset Management and is not in scope for any MiFID II/MiFIR requirements specifically related to
investment research. This material does not contain sufficient information to support an investment decision and it
should not be relied upon by you in evaluating the merits of investing in any products or services offered or
distributed by Pictet Asset Management.

Pictet AM has not acquired any rights or license to reproduce the trademarks, logos or images set out in this
document except that it holds the rights to use any entity of the Pictet group trademarks. For illustrative purposes
only.
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