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Important Information

There is no assurance that a portfolio will achieve its investment objective or will work under all market conditions.
The value of investments may go down as well as up and you may not get back the amount originally invested.
Portfolios may be subject to certain additional risks, which should be considered carefully along with their
investment objectives and fees.

*
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Equity Risk: Portfolios that invest in securities listed on a stock exchange or market could be affected by general changes in
the stock market. The value of investments can go down as well as up due to equity markets movements.

Interest Rate Risk: As interest rates rise debt securities will fall in value. The value of debt is inversely proportional to interest
rate movements.

Counterparty Risk: The possibility that the counterparty to a transaction may be unwilling or unable to meet its obligations.
Derivatives Risk: Derivatives can behave unexpectedly. The pricing and volatility of many derivatives may diverge from
strictly reflecting the pricing or volatility of their underlying reference(s), instrument or asset.

Emerging Markets Risk: Emerging markets are less established, and often more volatile, than developed markets and
involve higher risks, particularly market, liquidity and currency risks.

Exchange Rate Risk: Changes in currency exchange rates could reduce or increase investment gains or investment losses, in
some cases significantly.

Investment Leverage Risk: Investment Leverage occurs when the economic exposure is greater than the amount invested,
such as when derivatives are used. A Fund that employs leverage may experience greater gains and/or losses due to the
amplification effect from a movement in the price of the reference source.

Liquidity Risk: Liquidity Risk is the risk that a Fund may encounter difficulties meeting its obligations in respect of financial
liabilities that are settled by delivering cash or other financial assets, thereby compromising existing or remaining investors.
Operational Risk: Operational risks may subject the Fund to errors affecting transactions, valuation, accounting, and financial
reporting, among other things.

Style Risk: Different investment styles typically go in and out of favour depending on market conditions and investor
sentiment.

Model Risk: Model risk occurs when a financial model used in the portfolio management or valuation processes does not
perform the tasks or capture the risks it was designed to. It is considered a subset of operational risk, as model risk mostly
affects the portfolio that uses the model.

Alternatives: There are additional risks associated with specific alternative investments within the portfolios; these
investments may be less readily realisable than others and it may therefore be difficult to sell in a timely manner at a
reasonable price or to obtain reliable information about their value; there may also be greater potential for significant price
movements

For Professional Investors only and should not be distributed to or relied upon by Retail Clients.



Introduction

European infrastructure investment is being reshaped by decarbonisation and digitalisation, arguably driving the most
meaningful infrastructure investment cycles in the post-war era. For context, the European Commission estimates an
additional €5.4 trillion of investment will be required for the period 2025 — 2031 to meet climate and connectivity goals
and just electricity grid investment alone is estimated to need approximately €584bn of grid investment by 2030." As
example, in March 2025 the German Government amended the constitutional debt brake in, in part to establish an
infrastructure and climate neutrality fund worth up to €500bn over 12 years.

On the face of it, these drivers are matched by political will and institutional capital. However, under the surface there
are tensions between stakeholders. Most notably, balancing the need for investment against the costs to consumers
through higher energy bills, while at the same time providing an appropriate return to investors for financing this
investment cycle.

We believe the scale of this investment and the need for capital is transformative for the investment proposition of
European infrastructure companies. Within our investment universe, electricity grids, particularly transmission
standout. But as we highlighted above, tensions exist which require trade-offs. As such, there is no one size fits all
approach across Europe and within sub-sectors. Careful consideration of potential trade-offs is required to assess
how they are balanced by governments, regulators and capital markets.

Figure 1: Significant growth in electricity Figure 2: ...and electricity distribution vs.
transmission investment... recent history
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Electrification, flexibility and security

Europe’s grid was built for centralised, dispatchable generation. It is now being asked to accommodate a system that
is becoming increasingly decentralised and intermittent. Over forty percent of the continent’s distribution
infrastructure is more than forty years old. Across the EU, renewable curtailment cost an estimated €8.9 billion in
2024, with 72 terawatt-hours of clean electricity wasted due to grid bottlenecks.?

Millions of heat pumps, EV chargers, and rooftop solar installations are connecting at the low-voltage level,
demanding substantial reinforcement. The scale of new connections is an issue faced by multiple European grid
companies, one Europe’s largest electricity distribution network operators, announced in February 2026 an expanded

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Asset Management accepts no liability
for any failure to meet such forecast, projection or target.

" European Commission, Grid Action Plan, published November 2023
2 Aurora Energy Research The State of European Power Grids, December 2025



investment plan of €48 billion through 2030. While at the transmission level, one transmission company has
committed €31.6 billion in its business plan for 2024-2028, with its German subsidiary alone accounting for roughly
€23 billion, five times the previous regulatory period.

In Italy, the electricity transmission operator has updated its 2024-2028 Industrial Plan to €17.7 billion, with a ten-year
Development Plan exceeding €23 billion. The Tyrrhenian Link, a €3.7 billion submarine HVDC cable connecting Sicily,
Sardinia, and Campania, and the Adriatic Link between Marche and Abruzzo will ease congestion between ltaly’s
market zones.

The common theme across all of these plans is not just upgrading and expanding the electricity grid for growing
demand and new supply from renewables, it is also to provide a more flexible and resilient electricity grid.

The affordability issue

A natural concern is that the significant increase in infrastructure spending will drive higher energy bills, an issue that
is becoming more politically sensitive as investment grows. However, underinvestment is already imposing severe
costs. In Germany, compensation for renewable curtailment reached €435 million in 2025, a cost borne by end-users.®

Every new transmission link that relieves a constraint boundary directly reduces the double cost of paying generators
to shut down and procuring expensive replacement power. In Italy, new submarine interconnections will resolve
congestion between market zones, with the Tyrrhenian Link expected to cut dispatching costs materially in Sicily and
Sardinia. Elsewhere in Europe, the Biscay link between Spain France will improve cross-border flows on the Iberian
peninsula, where curtailment has become acute. As such, while grid expansion increases costs to end consumers
through higher fixed charges, it also alleviating curtailment and redispatch costs.

Figure 3: Affordability — number of company mentions Figure 4: Curtailment of wind energy
of affordability on S&P500 utility sector earnings calls
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Data Centres & Al

In addition to the electrification-driven grid expansion is a demand source that barely featured in infrastructure plans
five years ago: data centres. European data centres consumed an estimated 96 terawatt-hours in 2024, roughly three
percent of total electricity demand, projected to rise to 168 terawatt-hours by 2030. The EU has set a target to triple
data centre capacity in five to seven years.

Figure b: Global Data Centre New Demand by Region (GW, 2020-2030E)

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Asset Management accepts no liability
for any failure to meet such forecast, projection or target.

3 German Economy Ministry, December 2025
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Grid availability has become the primary barrier to deployment and, by extension, to Europe’s Al competitiveness.
Traditional hubs in Frankfurt, London, Amsterdam, Paris and Dublin (FLAP-D) remain core but are increasingly
congested. One German electricity distribution company is working to connect 6 GW of data centre capacity in
Germany by 2030. In Italy, it has been reported that data centre connection requests increased to over 50 GW by mid-
2025.4 As one industry report noted in 2025, countries investing in grid capacity now will emerge as Europe’s data
infrastructure hubs; those that do not risk seeing Al investment diverted elsewhere.®

Figure 6: Demand queues in selected markets - Datacentres are a key driver
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The data centre boom is also accelerating the digitalisation of the grid itself. Managing a system with high penetration
of variable renewables, distributed storage, and large concentrated loads requires real-time visibility and automated
control that legacy infrastructure cannot provide. In Italy the electricity transmission company has earmarked roughly
€2 billion for digitalisation and innovation within its Industrial Plan, deploying digital twins, 10T sensors, and Al-driven
forecasting to optimise dispatching and maximise transmission capacity. The largest European electricity distribution
company is rolling out its Intelligent Grid Platform across European markets to create a unified digital backbone for

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. HSBC Asset Management accepts no liability
for any failure to meet such forecast, projection or target.

4 Italian National Transmission System Operator, December 2025
5 Ember Energy, December 2025



distribution network management. One German transmission company is investing in algorithmic capacity to boost
transmission throughput, while one of its Energy Island projects, which secured €645 million in EU funding, will
pioneer a digitally managed hybrid interconnector linking Denmark and Germany. Digitalisation is not a separate
theme from grid investment; it is what makes the physical capital work harder and smarter.
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For Professional Clients and intermediaries within countries and territories set out below; and for Institutional
Investors and Financial Advisors in the US. This document should not be distributed to or relied upon by Retail
clients/investors.

The value of investments and the income from them can go down as well as up and investors may not get back the

amount originally invested. The performance figures contained in this document relate to past performance, which

should not be seen as an indication of future returns. Future returns will depend, inter alia, on market conditions,
investment manager's skill, risk level and fees. Where overseas investments are held the rate of currency exchange
may cause the value of such investments to go down as well as up. Investments in emerging markets are by their
nature higher risk and potentially more volatile than those inherent in some established markets. Economies in
emerging markets generally are heavily dependent upon international trade and, accordingly, have been and may
continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency
values and other protectionist measures imposed or negotiated by the countries and territories with which they trade.

These economies also have been and may continue to be affected adversely by economic conditions in the countries

and territories in which they trade.

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for

any purpose. All non-authorised reproduction or use of this document will be the responsibility of the user and may lead to legal

proceedings. The material contained in this document is for general information purposes only and does not constitute advice or a

recommendation to buy or sell investments. Some of the statements contained in this document may be considered forward

looking statements which provide current expectations or forecasts of future events. Such forward looking statements are not
guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those
described in such forward-looking statements as a result of various factors. We do not undertake any obligation to update the
forward-looking statements contained herein, or to update the reasons why actual results could differ from those projected in the

forward-looking statements. This document has no contractual value and is not by any means intended as a solicitation, nor a

recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The

views and opinions expressed herein are those of HSBC Asset Management at the time of preparation and are subject to change at
any time. These views may not necessarily indicate current portfolios' composition. Individual portfolios managed by HSBC Asset

Management primarily reflect individual clients' objectives, risk preferences, time horizon, and market liquidity. Foreign and

emerging markets: investments in foreign markets involve risks such as currency rate fluctuations, potential differences in

accounting and taxation policies, as well as possible political, economic, and market risks. These risks are heightened for
investments in emerging markets which are also subject to greater illiquidity and volatility than developed foreign markets. This

commentary is for information purposes only. It is a marketing communication and does not constitute investment advice or a

recommendation to any reader of this content to buy or sell investments nor should it be regarded as investment research. It has

not been prepared in accordance with legal requirements designed to promote the independence of investment research and is not
subject to any prohibition on dealing ahead of its dissemination. This document is not contractually binding nor are we required to
provide this to you by any legislative provision.

All data from HSBC Asset Management unless otherwise specified. Any third-party information has been obtained from sources

we believe to be reliable, but which we have not independently verified.

HSBC Asset Management is the brand name for the asset management business of HSBC Group, which includes the investment

activities that may be provided through our local regulated entities. HSBC Asset Management is a group of companies in many

countries and territories throughout the world that are engaged in investment advisory and fund management activities, which are
ultimately owned by HSBC Holdings Plc. (HSBC Group).

* In Australia, this document is issued by HSBC Bank Australia Limited ABN 48 006 434 162, AFSL 232595, for HSBC Global
Asset Management (Hong Kong) Limited ARBN 132 834 149 and HSBC Global Asset Management (UK) Limited ARBN 633
929 718. This document is for institutional investors only and is not available for distribution to retail clients (as defined under
the Corporations Act). HSBC Global Asset Management (Hong Kong) Limited and HSBC Global Asset Management (UK)
Limited are exempt from the requirement to hold an Australian financial services license under the Corporations Act in respect
of the financial services they provide. HSBC Global Asset Management (Hong Kong) Limited is regulated by the Securities and
Futures Commission of Hong Kong under the Hong Kong laws, which differ from Australian laws. HSBC Global Asset
Management (UK) Limited is regulated by the Financial Conduct Authority of the United Kingdom and, for the avoidance of
doubt, includes the Financial Services Authority of the United Kingdom as it was previously known before 1 April 2013, under
the laws of the United Kingdom, which differ from Australian laws;

. In Bermuda, this document is issued by HSBC Global Asset Management (Bermuda) Limited, of 37 Front Street, Hamilton,
Bermuda which is licensed to conduct investment business by the Bermuda Monetary Authority;

* In France, Belgium, Netherlands, Luxembourg, Portugal, Greece, Finland, Norway, Denmark, Spain and Sweden this
document is issued by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the French
regulatory authority AMF (no. GP99026);

* In Germany, this document is issued by HSBC Global Asset Management (Deutschland) GmbH which is regulated by BaFin
(German clients) respective by the Austrian Financial Market Supervision FMA (Austrian clients);

* In Hong Kong, this document is issued by HSBC Global Asset Management (Hong Kong) Limited, which is regulated by the
Securities and Futures Commission. This content has not been reviewed by the Securities and Futures Commission;

e InIndia, this document is issued by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and
Exchange Board of India;
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In Italy, this document is issued by HSBC Global Asset Management (France), a Portfolio Management Company authorised
by the French regulatory authority AMF (no. GP99026), through its Italian branch, regulated by Banca d'ltalia and
Commissione Nazionale per le Societa e la Borsa (Consob);

In Japan, this document is issued by HSBC Asset Management (Japan) Ltd (JRN 3010001124868), regulated by the Financial
Services Agency;

In Malta, this document is issued by HSBC Global Asset Management (Malta) Limited which is regulated and licensed to
conduct Investment Services by the Malta Financial Services Authority under the Investment Services Act;

In Mexico, this document is issued by HSBC Global Asset Management (Mexico), SA de CV, Sociedad Operadora de Fondos
de Inversion, Grupo Financiero HSBC which is regulated by Comision Nacional Bancaria y de Valores;

In the United Arab Emirates, this document is issued by HSBC Investment Funds (Luxembourg) S.A. — Dubai Branch (Level 20,
HSBC Tower, PO Box 66, Downtown Dubai, United Arab Emirates) regulated by the Capital Market Authority (CMA) in the
UAE to conduct investment fund management, portfolios management, fund administration activities (CMA Category 2 license
N0.20200000336) and promotion activities (CMA Category 5 license N0.20200000327).

In the United Arab Emirates, this document is issued by HSBC Global Asset Management MENA, a unit within HSBC Bank
Middle East Limited, U.A.E Branch, PO Box 66 Dubai, UAE, regulated by the Central Bank of the U.A.E. and the Capital Market
Authority in the UAE under CMA license number 602004 for the purpose of this promotion and lead regulated by the Dubai
Financial Services Authority. HSBC Bank Middle East Limited is a member of the HSBC Group and HSBC Global Asset
Management MENA are marketing the relevant product only in a sub-distributing capacity on a principal-to-principal basis.
HSBC Global Asset Management MENA may not be licensed under the laws of the recipient’s country of residence and
therefore may not be subject to supervision of the local regulator in the recipient’s country of residence. One of more of the
products and services of the manufacturer may not have been approved by or registered with the local regulator and the
assets may be booked outside of the recipient’s country of residence.

In Singapore, this document is issued by HSBC Global Asset Management (Singapore) Limited, which is regulated by the
Monetary Authority of Singapore. The content in the document/video has not been reviewed by the Monetary Authority of
Singapore;

In Switzerland, this document is issued by HSBC Global Asset Management (Switzerland) AG. This document is intended for
professional investor use only. For opting in and opting out according to FinSA, please refer to our website; if you wish to
change your client categorization, please inform us. HSBC Global Asset Management (Switzerland) AG having its registered
office at Gartenstrasse 26, PO Box, CH-8002 Zurich has a licence as an asset manager of collective investment schemes and
as a representative of foreign collective investment schemes. Disputes regarding legal claims between the Client and HSBC
Global Asset Management (Switzerland) AG can be settled by an ombudsman in mediation proceedings. HSBC Global Asset
Management (Switzerland) AG is affiliated to the ombudsman FINOS having its registered address at Talstrasse 20, 8001
Zurich. There are general risks associated with financial instruments, please refer to the Swiss Banking Association (“SBA")
Brochure “Risks Involved in Trading in Financial Instruments”;

In Taiwan, this document is issued by HSBC Global Asset Management (Taiwan) Limited which is regulated by the Financial
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In Turkiye, this document is issued by HSBC Asset Management A.S. Turkiye (AMTU) which is regulated by Capital Markets
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In Chile, operations by HSBC's headquarters or other offices of this bank located abroad are not subject to Chilean inspections
or regulations and are not covered by warranty of the Chilean state. Obtain information about the state guarantee to deposits
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