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The acceleration of
the energy transition
As the world transitions to a new energy reality, who will win and who will lose, and what
should investors do about it?

Join Ken Geren, Portfolio Manager of O’Connor’s Environmental Focus Strategy and Helima
Croft, Managing Director, Head of Global Commodity Strategy and MENA Research, RBC
Capital Markets, for a wide-ranging discussion on the trends that may change our world—and
the massive opportunities they could create.
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Q&A
The International Energy
Agency (IEA) published a
report “Net Zero by 2050”
that outlined the energy
sector changes needed to
achieve net-zero
greenhouse gas emissions
by 2050. What are the key
takeaways from this report?

Helima: To me, the biggest takeaway, especially for OPEC, is that it calls for
essentially no new oil and gas drilling after 2021.
When you think about revenue for these OPEC producers, Saudi Arabia,
Nigeria, the United Arab Emirates, for example, they are forecasting that the
market share of OPEC will grow from about 37% to 52%, although of a
shrinking pie. They will see revenue fall by a catastrophic 75% in this scenario.
But Ken, what is your perspective as an investor on the IEA assumptions?
Ken: It's the most aggressive forecast out there. We’ve estimated it at about an
additional trillion dollars of capex per annum to achieve climate goals and get
close to the 1.5 degree scenario of net-zero by 2050. The IEA's new capital
spending in the energy sector goes over USD 4 trillion by 2030.
Also, it's interesting to look at the net-zero pledges, which account for about
70% of emissions today. There are very few pathways to get there. We are
seeing more high level commitments without policy in place to execute.
Now, pivoting back to the Middle East. I think hydrogen is quite a solution
there because of the tremendous solar profile of some of the countries in
Middle East. I assume that countries such as Saudi Arabia and the Emirates are
using cash flow from the oil to really develop renewable energies and their
economies.

Do you anticipate OPEC
countries taking different
approaches to meeting
IEA goals?

Helima: I think the Gulf States have a strategy to get through the energy
transition. They are going to keep investing in conventional upstream but will
tell you that not only are they the cheapest producers per barrel, but they are
also the greenest and are well-positioned for other important transition fuels
like hydrogen.
We always think of the United Arab Emirates as best in class. They have one of
the lower fiscal break-evens, and for years have been taking the proceeds from
oil sales and investing in renewables and hydrogen.
We think there will be a range of outcomes with oil producers. Nigeria
(population 200 million) has huge issues in terms of ethnic and sectarian
violence and poor governance. I think Algeria and Venezuela will also struggle.
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What challenges will
the US and the Biden
administration face
in meeting their
aggressive goals?

Helima: One of the big issues is how much can you achieve through Congress,
especially with razor thin majorities in the House and Senate. I think there are
some areas where there will be bipartisan cooperation, including potential tax
breaks for wind and solar and on the development of civilian nuclear
technologies. But changes to the tax code may be difficult. There may be legal
challenges to some regulatory changes.
The Biden administration’s goal is net-zero by 2050, so they are very focused
on using the permitting process to drive change, which may challenge oil
pipelines.
Another issue with the transition is sourcing the minerals that will fuel it and
whether securing resources from supplier countries will affect our foreign policy
relationships.
Ken: Securing supply chains for these minerals is not an easy task. We're
seeing a great deal of inflation in what we consider the ‘green metals,’ such as
copper, platinum, lithium potentially, and others that are essential to the
energy transition.
As investors, for us it’s about endorsing the supply chain and giving these
companies the capital and the signals to grow their production of critical
minerals commensurate with the renewable growth that we see and expect in
the next two decades. But many of these supply chains, which are cyclical
industries, have had a lack of investment. I think the cost of not doing it, as
we're starting to see, will be inflation in renewable energy prices, which will
ultimately be paid through taxes or higher energy prices. In Western countries,
progressive taxes are unpopular, but in the developing world they can be the
difference between life and death.

What are the risks for
developing economies
if inflation continues
to spiral?

Helima: Food price inflation is something that triggers tremendous social
discontent in some developing nations, and something similar could occur in
response to rising energy prices. Some question whether these nations can
move to 100% renewables. They're saying they want to have gas as a
significant component of their energy mix, so it will be an interesting debate to
follow.

How much has changed
about energy demand
and preferences over
the last several years,
and where do you see
the most promise for
a net-zero future?

Ken: Energy demand continues to grow with population and GDP growth.
However, what will change is the energy supply mix. We believe meeting
decarbonization goals will be a multi-decade process.
In our view, green energy and decarbonization will be under-supplied for the
next 10-plus years because these require long lead-time investments. I think
investing in the energy market today means taking a longer duration view and
recognizing opportunities as different sectors are impacted differently. We
cover a universe that incorporates many sectors that are affected in varied ways
and having the flexibility to invest in the entire supply chain is the best way to
approach it in our opinion.
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How serious is China about
addressing climate change,
and how can the US and
China collaborate on
climate when other
issues seem to be taking
a different track?

Helima: I think the Chinese are serious about climate change, particularly
issues like air pollution, as they are national security issues.

Which innovations in the
renewable energy sphere
are you particularly
excited about?

Ken: For me, the biggest challenge is solving the intermittency issue. Solar and
wind are great producers of energy; however, they can be intermittent.

Ken: What we're seeing on the ground supports this view—the de-emphasis of
producing aluminum steel with the coal that they have in abundance, and
some of the investments they are making in their renewable infrastructure. We
do think China is committed to this and we're seeing action as a result.

We think that the intermittency issues are solved with batteries, but from the
viewpoint of assessing what can be scaled, we're always on the lookout for
better battery technologies. We also think hydrogen is a solution for
intermittency as is nuclear energy. The investments we’re seeing going to the
hydrogen ecosystem addresses the issue because it’s a matter of scaling it up to
drive the cost down. I think we're on track to do that.
I think things which are front and center on everybody's radar, such as
batteries, hydrogen, and nuclear technology are key to accelerating
decarbonization.
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Additional Considerations
UBS O'Connor LLC may engage its affiliates as prime brokers for the master fund. UBS
O'Connor LLC may engage its affiliates as selling agents for the Fund. None of these
entities will bear any losses of the Fund.
This document is for informational purposes only and is not intended to be construed
as an invitation or offer of securities or to conclude a contract or to buy and sell any
security or related financial instrument. Such an offer will only be made by means of a
confidential offering memorandum. This material is confidential and intended solely
for the information of the person to whom it has been delivered and may not be
distributed in any jurisdiction where such distribution would constitute a violation of
applicable law or regulations or to certain categories of investors. Recipients may not
reproduce or transmit it, in whole or in part, to third parties. The program described
herein is for sophisticated investors or professional clients as the program by its nature
involves a substantial degree of risk. This document is not to be distributed to or relied
upon by retail clients under any circumstances. The information in this document does
not constitute advice and does not take into consideration your investment objectives,
legal, financial or tax situation or particular needs in any other respect. Investors should
seek professional advice as to the suitability of the program. If conflicts exist between
this document and the applicable offering memorandum, the offering memorandum
takes precedence. Any returns presented may or may not be indicative of the returns
of the share class, series, and/or fund offered to you. Commissions and costs have a
negative impact on performance. Should the currency of a financial product or service
not match your reference currency, performance may rise or fall due to currency
fluctuations. Your actual returns may be different and can be determined from the
statements sent by the fund's administrator.
Unless otherwise noted, the information used to create information presented was
based solely on information collected and retained by the investment manager and is
believed to be reliable, but its accuracy cannot be guaranteed. Information used herein
may have been obtained from third party sources including affiliates and as such the
investment manager makes no representations as to the accuracy of such source or
information which is subject to change without notice to the recipient.
Notwithstanding the foregoing, third party funds and managers have neither reviewed
nor approved any of the charts, graphs or other materials prepared by UBS based on
information contributed by such third party funds and managers. If contained in a
presentation, the information herein is not intended to be read in isolation and may
not provide a full explanation of all of the topics that were presented and discussed.
All such information and opinions are subject to change without notice. Neither this
document nor the securities nor any other financial instruments referred to herein have
been registered or filed with or approved or disapproved by any regulatory authority of
any country or jurisdiction, and no regulatory authority has passed upon or endorsed
upon the merits of this product or the accuracy or adequacy of this document. UBS
may have a position in and may make a purchase and/or sale of any of the securities or
other financial instruments mentioned in this document. This document may contain
statements that constitute "forward-looking statements", including, but not limited
to, statements relating to our future business development. While these forwardlooking statements represent our judgments and future expectations concerning the
development of our business, a number of risks, uncertainties and other important
factors could cause actual developments and results to differ materially from our
expectations. Any market or investment views expressed are not intended to be
investment research. Source for all data and charts (if not indicated otherwise): UBS
Asset Management, a business division of UBS AG.
The securities offered hereby (if this presentation concerns a Fund) are not deposits or
other obligations of UBS or any other Bank, are not endorsed or guaranteed by UBS or
any other Bank, are not insured by the Federal Deposit Insurance Corporation (FDIC) or
any other Governmental Agency and involve investment risks, including loss of
principal invested.
As an investor, you should read the Fund Documentation prior to investing in the
Fund. An affiliate of the Investment Manager may serve as the Administrator of the
Fund, and the Investment Manager may engage affiliates as Prime Brokers for the
Fund. Past performance (whether simulated or actual) is not indicative of future
results. Potential for profit is accompanied by possibility of loss.
ANY LOSSES IN THE FUND WILL BE BORNE SOLELY BY INVESTORS IN THE FUND AND
NOT BY UBS O'CONNOR LLC OR ITS AFFILIATES; THEREFORE, UBS O'CONNOR LLC'S
LOSSES IN THE FUND WILL BE LIMITED TO LOSSES ATTRIBUTABLE TO THE OWNERSHIP
INTERESTS IN THE FUND HELD BY UBS O'CONNOR LLC AND ANY AFFILIATES IN ITS
CAPACITY AS INVESTOR IN THE FUND OR AS BENEFICIARY OF A RESTRICTED PROFIT
INTEREST HELD BY UBS O'CONNOR LLC OR ANY AFFILIATE.
For Switzerland: For marketing and information purposes. This document has been
issued by UBS Asset Management Switzerland AG, a company registered under the
Laws of Switzerland, and its affiliates. The following paragraph refers only to fund(s)
mentioned in this document, which are distributed in or from Switzerland, which are
managed by UBS and/or any of its affiliates and having UBS Fund Management
(Switzerland) AG as Representative in Switzerland. Any such fund(s) referenced herein
are intended only for Swiss qualified investors pursuant to Art 10 of the Collective
Investment Schemes Act (CISA) and are not allowed to be distributed to the retail
public (i.e. non-qualified investors).
Information for Swiss qualified Investors: Representative in Switzerland is UBS Fund
Management (Switzerland) AG, Aeschenplatz 6, 4052 Basel. Paying Agent in
Switzerland: UBS Switzerland AG, Bahnhofstrasse 45, 8001 Zürich. The relevant Legal
Fund Documents to this fund (s) are available free of charge from the Representative in
Switzerland. Before any investment, please read the latest Legal Fund Documents. The
information herein is not intended to be construed as a solicitation or an offer to invest
in the fund(s). Past performance is not a reliable indicator of future results. The
performance shown does not take account of any commissions and costs charged
when subscribing and redeeming. If the currency of the fund(s) is different from your
reference currency, the return can increase or decrease as a result of currency
fluctuations. This information pays no regard to the specific or future investment
objectives, financial or tax situation or particular needs of any specific recipient.

The details and opinions contained in this document are provided by UBS O’Connor
LLC without any guarantee or warranty and are for the recipient's personal use and
information purposes only. This document and its contents have not been reviewed by
any regulatory authority in Switzerland.
For USA: This document has been issued by UBS O’Connor LLC for distribution to
professional clients or sophisticated investors only. Funds are offered through UBS
Asset Management (US) Inc./UBS Financial Services Inc. (a member of FINRA and SIPC).
UBS O’Connor LLC (an investment adviser registered with the US Securities and
Exchange Commission) and UBS Financial Services Inc./UBS Asset Management (US)
Inc. are wholly-owned subsidiaries of UBS AG.
For EMEA: This document has been issued by UBS Asset Management (UK) Ltd, a
company registered under the laws of the United Kingdom, however it has not been
prepared in line with the Financial Conduct Authority of the UK (FCA) requirements
designed to promote the independence of investment research and is not subject to
any prohibition on dealing ahead of the dissemination of investment research. In
relation to each member state of the EEA which has implemented the Alternative
Investment Fund Managers Directive (Directive (2011/61/EU), the "AIFMD"), this
document may only be distributed, and Shares in the Fund may only be offered or
placed, in a member state to the extent that: (i) the Fund is permitted to be marketed
to professional investors in the relevant member state (as implemented in the local
law/regulation of that member state); or (ii) this document may otherwise be lawfully
distributed and/or the Shares in the Fund may otherwise be lawfully offered or placed
in that member state (including at the initiative of the investor). In relation to each
member state of the EEA which, at the date of this document, has not implemented
the AIFMD, this document may only be distributed, and Share in the Fund may only be
offered or place, to the extent that this document may be lawfully distributed and the
Shares in the Fund may be lawfully offered or placed in that member state. Funds are
offered to Professional Client and Eligible Counterparty customers in the UK through
UBS Asset Management (UK) Ltd, a direct wholly-owned subsidiary of UBS AG, and
UBS Asset Management (US) Inc. (a member of FINRA and SIPC), an indirect whollyowned subsidiary of UBS AG. If applicable, the product(s) described herein align(s) to
Article 6b of Regulation (EU) 2019/2088.
For Hong Kong: This document and its contents have not been reviewed by any
regulatory authority in Hong Kong. No person may issue any invitation, advertisement
or other document relating to the Interests whether in Hong Kong or elsewhere, which
is directed at, or the contents of which are likely to be accessed or read by, the public
in Hong Kong (except if permitted to do so under the securities laws of Hong Kong)
other than with respect to the Interests which are or are intended to be disposed of
only to persons outside Hong Kong or only to "professional investors" within the
meaning of the Securities and Futures Ordinance (Cap. 571) and any rules made
thereunder. The use of simulated past performance is not permitted in this jurisdiction.
For Singapore: This document shall be construed as part of an information
memorandum for the purposes of Section 305(5) of the Securities and Futures Act
(Cap. 289) of Singapore ("SFA"). Accordingly, this document must not be relied upon
or construed on its own without reference to the information memorandum. This
document is not a prospectus as defined in the SFA and, accordingly, statutory liability
under the SFA in relation to the content of prospectuses does not apply, and the
offeree should consider carefully whether the investment is suitable for them. None of
the funds referenced herein is authorised or recognised by the Monetary Authority of
Singapore and the securities of such funds are not allowed to be offered to the retail
public. This document may not be circulated or distributed, nor may the securities of
the fund referenced herein be offered or sold, whether directly or indirectly, to any
person in Singapore other than (i) an institutional investor pursuant to Section 304 of
the SFA, (ii) a relevant person pursuant to Section 305(1) of the SFA, (iii) a person
acquiring the securities as principal and on such terms as set out in Section 305(2) of
the SFA, or (iv) otherwise pursuant to, and in accordance with the conditions of, any
other applicable provision of the SFA.
For Australia: This document has been prepared and issued by UBS O’Connor LLC.
UBS O’Connor LLC is an investment adviser registered with the US Securities and
Exchange Commission and such is regulated under a regulatory regime that differs
from the Australian regulatory regime. UBS O’Connor does not hold an Australian
Financial Services Licence and is not authorised and regulated by the Australian
Securities and Investments Commission (“ASIC”). UBS O’Connor is permitted to
provide financial services to wholesale clients in Australia in reliance on Class Order CO
03/1100 issued by ASIC. This document is intended for limited distribution to
professional investors only. It is not to be distributed to or relied upon by retail clients.
This document is general information only and does not take into account your
objectives, financial situation or needs. Before investing you should seek professional
advice. Any investment involves risk. UBS O’Connor LLC does not guarantee the
performance of any investment.
For Brunei: This document has not been delivered to, licensed or permitted by the
Authority as designated under the Brunei Darussalam Mutual Funds Order 2001. Nor
has it been registered with the Registrar of Companies. This document is for
informational purposes only and does not constitute an invitation or offer to the
public. As such it must not be distributed or redistributed to and may not be relied
upon or used by any person in Brunei other than the person to whom it is directly
communicated, (i) in accordance with the conditions of section 21(3) of the
International Business Companies Order 2000, or (ii) whose business or part of whose
business is in the buying and selling of shares within the meaning of section 308(4) of
the Companies Act Cap. 39.
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For Malaysia: This document is sent to you, at your request, merely for information
purposes only. No invitation or offer to subscribe or purchase securities is made by UBS
Asset Management as the prior approval of the Securities Commission of Malaysia or
other regulatory authorities of Malaysia have not been obtained. No prospectus has or
will be filed or registered with the Securities Commission of Malaysia.
For Vietnam: This document does not contemplate an offer to sell the securities in
Vietnam and has not been approved by the State Securities Commission of Vietnam
which takes no responsibility for its contents. No offer to purchase the securities will
be made in Vietnam and this document is intended to be read by the addressees only.
Investors should themselves carefully balance the risks and the level of those risks
before they make any decision to invest in the securities. Investors are responsible for
obtaining all approvals required by the laws of Vietnam.
For Thailand: NOTICE TO RESIDENTS OF THAILAND – the securities will not be offered
or sold, directly or indirectly, in Thailand. UBS Asset Management is not licenced to
publically offer securities in Thailand. Thai investors must be authorised to engage in
the purchase of Securities of the type being offered or sold. Thai investors are
responsible for obtaining all relevant government regulatory approvals/licences,
consents, verification and/or registrations from relevant Thai governmental and
regulatory authorities required to invest in the securities and required for the purposes
of remitting any amounts in foreign currencies for the investment.
For Korea: The securities may not be offered, sold and delivered directly or indirectly,
or offered or sold to any person for re-offering or resale, directly or indirectly, in Korea
or to any resident of Korea except pursuant to the applicable laws and regulations of
Korea, including the Capital Market and Financial Investment Business Act and the
Foreign Exchange Transaction Law of Korea, the presidential decrees and regulations
thereunder and any other applicable laws, regulations or rules of Korea. The securities
have not been registered with the Financial Services Commission of Korea (FSC) for a
public offering in Korea nor has it been registered with the FSC for distribution to nonqualified investors in Korea.
For People's Republic of China: This document and its contents have not been
reviewed by, delivered to or registered with any regulatory or other relevant authority
in the People's Republic of China (the "PRC"). This document is for informational
purposes and should not be construed as an offer or invitation to the public, direct or
indirect, to buy or sell securities. This document is intended for limited distribution and
only to the extent permitted under applicable laws in the PRC. No representations are
made with respect to the eligibility of any recipients of this document to acquire
interests in securities under the laws of the PRC.
The securities may not be offered or sold directly or indirectly in the People's Republic
of China (the "PRC"). Neither this document or information contained or incorporated
by reference herein relating to the securities, which have not been and will not be
submitted to or approved/verified by or registered with the China Securities Regulatory
Commission ("CSRC") or other relevant governmental authorities in the PRC pursuant
to relevant laws and regulations, may be supplied to the public in the PRC or used in
connection with any offer for the subscription or sale of the Securities in the PRC. The
Securities may only be offered or sold to the PRC investors that are authorized to
engage in the purchase of Securities of the type being offered or sold. PRC investors
are responsible for obtaining all relevant government regulatory approvals/licenses,
verification and/or registrations themselves, including, but not limited to, any which
may be required from the CSRC, the State Administration of Foreign Exchange and/or
the China Banking Regulatory Commission, and complying with all relevant PRC
regulations, including, but not limited to, all relevant foreign exchange regulations
and/or foreign investment regulations.

For Taiwan: This document and its contents have not been reviewed by, delivered to
or registered with any regulatory or other relevant authority in the Republic of China
(R.O.C.). This document is for informational purposes and should not be construed as
an offer or invitation to the public, direct or indirect, to buy or sell securities. This
document is intended for limited distribution and only to the extent permitted under
applicable laws in the Republic of China (R.O.C.). No representations are made with
respect to the eligibility of any recipients of this document to acquire interests in
securities under the laws of the Republic of China (R.O.C.).
For Canada: Services to Canadian persons for any strategy herein are provided by UBS
Asset Management (Canada) Inc., a Nova Scotia corporation and a member of the UBS
Asset Management business division of UBS AG, a publicly traded Swiss bank (NYSE:
UBS). UBS Asset Management (Canada) Inc. is an indirect wholly-owned subsidiary of
UBS AG and is registered as a portfolio manager and exempt market dealer (in all
provinces of Canada), commodity trading manager (Ontario), adviser – commodity
futures (Manitoba) and investment fund manager (Ontario, Quebec and
Newfoundland), all pursuant to Canadian securities law. This document can be
distributed in Canada to Accredited Investors who qualify as Permitted Clients only.
UBS O'Connor LLC may be considered a connected or related issuer of UBS Asset
Management (Canada) Inc. in connection with a distribution of the strategy herein to
investors in Canada.
For Brazil: UBS O’Connor LLC is not accredited with the Brazilian Securities
Commission ("CVM") to perform Asset Management Services. The Asset Management
Services and the fund mentioned in this material (“Fund”) may not be publicly offered
or sold to the public in Brazil. The offering of the Fund shares is not a public offering
of securities in Brazil therefore Fund shares have not been nor will be registered with
CVM nor have they been submitted to the foregoing agency for approval. Documents
relating to the Asset Management Services or the Fund as well as the information
contained therein may not be supplied to the public in Brazil nor used in connection
with any offer for subscription or sale of securities to the public in Brazil.
© Copyright UBS 2021. The key symbol and UBS are among the registered and
unregistered trademarks of UBS. All rights reserved.
As a firm providing wealth management services to clients, UBS Financial Services Inc.
offers investment advisory services in its capacity as an SEC-registered investment
adviser and brokerage services in its capacity as an SEC-registered broker-dealer.
Investment advisory services and brokerage services are separate and distinct, differ in
material ways and are governed by different laws and separate arrangements. It is
important that clients understand the ways in which we conduct business, that they
carefully read the agreements and disclosures that we provide to them about the
products or services we offer. A small number of our financial advisors are not
permitted to offer advisory services to you, and can only work with you directly as UBS
broker-dealer representatives. Your financial advisor will let you know if this is the
case and, if you desire advisory services, will be happy to refer you to another financial
advisor who can help you. Our agreements and disclosures will inform you about
whether we and our financial advisors are acting in our capacity as an investment
adviser or broker-dealer. For more information, please review the PDF document at
ubs.com/relationshipsummary.
Review Code: IS2103122
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©UBS 2021. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG.
Member FINRA/SIPC.
For professional clients / qualified / institutional investors only
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