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Investing in the
future of energy
We believe the future of energy must
involve helping the world meet its net-zero
ambitions, and in our view three areas of
innovation will be central to doing so.

Some $130 trillion of investment is needed to achieve global
net-zero emissions (including $20 trillion by 2025)¹ – an
essential investment in our future world, but also an
investment opportunity in itself. For investors, the path to net
zero is thus more than a social imperative; it is also an
opportunity to align portfolios with climate objectives and
invest in a long-term growth market focused on effecting
positive change.
Supported both by net-zero targets becoming increasingly
enshrined in law, and by scientific advances and scale effects
making their adoption more economic, we believe three types
of energy technology will in combination facilitate the transition
to a decarbonised world and benefit from the waves of
investment into climate and environmental solutions.

Clean energy:
This market, related to the production of clean energy, spans
equipment manufacturers, technology suppliers, and utilities
and power producers, each of which will be vital in helping the
world address the climate emergency. We believe the market
for clean energy is poised for sustained growth through a
virtuous cycle of investment, technological advancement, and
increased adoption.

Battery technology:
Yet the potential of clean energy will be limited without better
and more extensive battery storage. Improved energy storage
can help overcome the short-term intermittency – due to
daylight hours or fluctuating weather – of renewable sources.
Without an upgraded storage infrastructure, much of the
electricity that could potentially be generated by renewables
will be lost, and coal and gas-fired power stations will remain
necessary to cover supply shortfalls. Battery technology is also
integral to the process of replacing internal combustion engine
vehicles with electric alternatives.

Hydrogen economy:
The combination of clean energy and batteries can only take
the world some of the way to net zero, however. Many areas of
the economy – such as heavy-goods vehicles, shipping, and
some aspects of heavy industry and home heating – will be
hard to decarbonise with just the aforementioned
technologies. Hydrogen power and fuel cells are becoming a
viable alternative in these spaces.
Together, we believe these three themes can offer a portfolio
exposure to long-term secular growth markets, diversification
potential relative to a market-cap benchmark, and a tangible
ESG impact and alignment to the UN’s Sustainable
Development Goals.

1. Source: Legal & General, 2021: https://www.legalandgeneralgroup.com/media/18405/lg-ar-2020_web-final.pdf.
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Capturing the future of energy in a
thematic portfolio
Each of these three themes is still at a relatively early stage of
development. This has two important implications for us:
1.

These themes span traditional sectors and geographies,
so we believe we need to work with specialists in each of
them to identify both the full global value chain and the
individual companies most closely involved.

2.

The rapid growth we expect in each of the themes means
we prefer to seek diversified exposure to the full value
chain, rather than trying to pick ‘winners’.

So what kinds of company does our active research process
identify? We highlight some case studies of recent innovation
in each theme below, but would again emphasise that we are
not seeking to pick ‘winners’ in these themes. Rather, our
approach seeks to provide exposure to a diversified basket of
stocks selected based on custom metrics specific to that
theme. We believe this should provide purer access to each
theme.

Battery technology:
Eos Energy* is an energy-storage manufacturing company,
headquartered in the US. The company’s flagship product is
the Znyth aqueous zinc battery. Although the battery is made
with a small selection of low-cost, widely available, recyclable
materials, it has a longer life than lithium-ion batteries. It also
works safely in extreme hot and cold temperatures.

Clean energy:
Japan’s Hitachi Zosen* has built 490 energy-from-waste (EfW)
plants globally and provides their primary equipment. Using
EfW to generate heat to warm homes can help avert both the
high costs of shipping waste abroad and the environmental
challenges of landfill sites. “Heat networks are playing a vital
role in decarbonising the way we warm our homes and
businesses,” according to Kwasi Kwarteng, the UK’s Secretary
of State for Business, Energy and Industrial Strategy.

Hydrogen economy:
Linde* is a European industrial gas and engineering company
that covers every step in the hydrogen value chain, with over
100 years of experience in hydrogen production. It was
selected in March 2021 by Norwegian ferry operator Norled to
supply liquid hydrogen and related infrastructure to the world’s
first operational hydrogen-powered ferry, and also this year
announced plans to build, own, and operate the world’s largest
proton exchange membrane (PEM) electrolyser – one of the
key techniques for green hydrogen production.
We hope this demonstrates the depth of research undertaken
in designing our themes and some of the exciting technologies
within our own ‘future of energy’ portfolios.

Key risk
The value of an investment and any income taken from it is not guaranteed and can go down as well as up; you may not get
back the amount you originally invested.
Our Hydrogen Economy and Clean Energy strategies were recently launched, so will be considered for inclusion in the Global
Thematic strategy at the management team’s discretion.

The above information does not constitute a recommendation to buy or sell any fund.
*For illustrative purposes only. Reference to a particular security is on a historical basis and does not mean that the security is currently held or will be held
within an LGIM portfolio. The above information does not constitute a recommendation to buy or sell any security.
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Contact us
For further information about LGIM, please visit lgim.com or contact your usual LGIM representative

Important information
The information contained in this document (the ‘Information’) has been
prepared by Legal & General Investment Management Limited, or by Legal
and General Assurance (Pensions Management) Limited and/or their
affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property
and/or confidential information of Legal & General and may not be
disclosed by you to any other person without the prior written consent of
Legal & General.
No party shall have any right of action against Legal & General in relation to
the accuracy or completeness of the Information, or any other written or
oral information made available in connection with this publication. Any
investment advice that we provide to you is based solely on the limited
initial information which you have provided to us. No part of this or any
other document or presentation provided by us shall be deemed to
constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as
amended). Any limited initial advice given relating to professional services
will be further discussed and negotiated in order to agree formal
investment guidelines which will form part of written contractual terms
between the parties.
Past performance is no guarantee of future results. The value of an
investment and any income taken from it is not guaranteed and can go
down as well as up; you may not get back the amount you originally
invested.
The Information has been produced for use by a professional investor and
their advisers only. It should not be distributed without our permission.
The risks associated with each fund or investment strategy are set out in
this publication, the relevant prospectus or investment management
agreement (as applicable) and these should be read and understood
before making any investment decisions. A copy of the relevant
documentation can be obtained from your Client Relationship Manager.
Confidentiality and Limitations:
Unless otherwise agreed by Legal & General in writing, the Information in
this document (a) is for information purposes only and we are not soliciting
any action based on it, and (b) is not a recommendation to buy or sell
securities or pursue a particular investment strategy; and (c) is not
investment, legal, regulatory or tax advice. Any trading or investment
decisions taken by you should be based on your own analysis and
judgment (and/or that of your professional advisors) and not in reliance on
us or the Information. To the fullest extent permitted by law, we exclude all
representations, warranties, conditions, undertakings and all other terms
of any kind, implied by statute or common law, with respect to the
Information including (without limitation) any representations as to the
quality, suitability, accuracy or completeness of the Information.
Any projections, estimates or forecasts included in the Information (a) shall
not constitute a guarantee of future events, (b) may not consider or reflect
all possible future events or conditions relevant to you (for example, market
disruption events); and (c) may be based on assumptions or simplifications
that may not be relevant to you.

The Information is provided ‘as is’ and ‘as available’. To the fullest extent
permitted by law, Legal & General accepts no liability to you or any other
recipient of the Information for any loss, damage or cost arising from, or in
connection with, any use or reliance on the Information. Without limiting
the generality of the foregoing, Legal & General does not accept any
liability for any indirect, special or consequential loss howsoever caused
and on any theory or liability, whether in contract or tort (including
negligence) or otherwise, even if Legal & General has been advised of the
possibility of such loss.
Third Party Data:
Where this document contains third party data ('Third Party Data’), we
cannot guarantee the accuracy, completeness or reliability of such Third
Party Data and accept no responsibility or liability whatsoever in respect of
such Third Party Data.
Publication, Amendments and Updates:
We are under no obligation to update or amend the Information or correct
any errors in the Information following the date it was delivered to you.
Legal & General reserves the right to update this document and/or the
Information at any time and without notice.
Although the Information contained in this document is believed to be
correct as at the time of printing or publication, no assurance can be given
to you that this document is complete or accurate in the light of
information that may become available after its publication. The
Information may not take into account any relevant events, facts or
conditions that have occurred after the publication or printing of this
document.
Telephone Recording:
As required under applicable laws Legal & General will record all telephone
and electronic communications and conversations with you that result or
may result in the undertaking of transactions in financial instruments on
your behalf. Such records will be kept for a period of five years (or up to
seven years upon request from the Financial Conduct Authority (or such
successor from time to time)) and will be provided to you upon request.
Legal & General Investment Management Limited. Registered in England
and Wales No. 02091894. Registered Office: One Coleman Street, London,
EC2R 5AA. Authorised and regulated by the Financial Conduct Authority,
No. 119272.
Legal and General Assurance (Pensions Management) Limited. Registered
in England and Wales No. 01006112.
Registered Office: One Coleman Street, London, EC2R 5AA. Authorised by
the Prudential Regulation Authority and regulated by the Financial Conduct
Authority and the Prudential Regulation Authority, No. 202202.
The LGIM Workplace Savings division on behalf of both Legal and General
Assurance Limited. Registered in England and Wales No. 00166055.
Authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority. As
well as Legal & General (Portfolio Management Services) Limited.
Registered in England and Wales No. 02457525. Authorised and regulated
by the Financial Conduct Authority, No. 146786. Registered Offices: One
Coleman Street, London, EC2R 5AA.
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