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Against a backdrop of high interest rates and heightened uncertainty, we examine whether recent market volatility has
created an attractive investment opportunity in the electricity sector. In environments where growth is accelerating, and
valuations appear to be approaching trough levels, history suggests that the electricity sector has the potential to perform
well once interest rates peak.

The market generally regards utilities and renewables as interest rate sensitive sectors, given their long-duration cash flows
and relatively high gearing. As a result, when long bond yields peak, as is the case this year, the sector has come under
pressure irrespective of company fundamentals. We have therefore seen broad weakness in the US utility index, down
14.4%’ since early June, while the renewables and clean energy sector has also been falling, with the S&P Global Clean Energy
Transition Index down 29% over the same period’.

Against this backdrop, we examined whether the market has been mistaken and the reaction excessive. We analysed the
correlation of the Redwheel Global Renewables Infrastructure Strategy (GRI) with interest rates, over 5-10 years. The
correlation ranged from -0.4 to -0.3, indicating only a moderate negative correlation?.

In addition, we sought to understand how the Strategy performed when interest rates peaked and troughed since inception?.
In the chart below, we show average performance six months after an identified peak or trough event between December
2015 and August 2026. From the interest rate peaks, the Strategy generated an average return of 10% in the subsequent six
months. For example, in October 2023 the Strategy rose 10.4% six months after the US 10-year Treasury yield peaked at
4.99% (and rose 26.9% 12 months after the peak). Interestingly, the skew appears positive for the Strategy: following interest
rate troughs over the same period, it declined by less than 2% on average after six months.

Chart 1: Redwheel GRI - Performance after US 10-y Treasury yield peaks and troughs
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Source: Redwheel, September 2026. Past performance is not a guide to future results. The information shown above is for illustrative
purposes only. From December 2015 to August 2026, we identified 6 peaks and troughs. A peak is the highest point in the period
that was not surpassed in the subsequent or prior 6 months, for troughs, where the lowest point was not surpassed. Performance
is shown net of fees and is the average performance 6 months post peak or trough event.
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This analysis suggests that, historically, peaking interest rates have offered attractive entry points for investors. That would
be enough of a signal on its own, but the dislocation caused by interest rates comes at a time when fundamentals are strong.

Attractive fundamentals

As shown in the charts below, US earnings revisions have been positive in the past 12 months and have accelerated since
June, supported by strong first-half results and improved outlooks. Positive earnings revisions feed an already accelerating
earnings growth picture for the sector.

Chart 2: US Utilities - Earnings revisions for the last 12 months
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Source: Bloomberg, September 2026. Past performance is not a guide to future results. Indexed to 100.

Chart 3: US Utilities - Earnings per share from 2018 (USD)
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Source Bloomberg, September 2026. Past performance is not a guide to future results. Forecasts and estimates are based upon
subjective assumptions.



Anecdotally, the chairman of Iberdrola recently indicated that the company could possibly grow earnings by at least 10% per
year through 2030.3 Nextera* has stated it expects to grow earnings by at least 9% per year through 2035. These comments
suggest that the two largest companies in the sector globally anticipate growing faster for longer. We would expect that to
translate into premium valuations but the market disagrees: as earnings have accelerated and share prices weakened,
valuations have compressed near 10-year lows, which has historically been a strong signal for investors.

Chart 4: US Utilities - 1-Year forward PE
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Source: Bloomberg, September 2026. Past performance is not a guide to future results. Forecasts and estimates are based upon
subjective assumptions.

We believe the current weakness is an attractive opportunity for investors looking to gain or increase exposure to the sector,
particularly in light of past M&A activity that has taken place in similar periods of weakness.

Prepare for M&A

In the absence of a rebound in stock prices, M&A activity could increase, as it did during the sector’s previous down cycle in
2023-2024. As private equity investors tend to have longer-term horizons and can refinance at lower rates over their holding

period, they look at short-term dislocations as great buying opportunities. Across the sample presented below, the average
acquisition premium was 42%>.

3 BTIG Investment Bank August Utilities, Renewables, Infrastructure and Energy daily commentary
4 NextEra website: https://www.investor.nexteraenergy.com/news-and-events/news-releases/2026/05-18-2026-123054903
> Source: Bloomberg and Company Announcements



Chart 5: Recent Take Private Activity: Premium over share price 3 months prior to the offer
Average Premium: 42% Buyers
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Source: Bloomberg and Company Announcements. Past performance is not a guide to future results. The information shown above
is for illustrative purposes only.

In our investment universe, we have identified the following companies® as potential acquisition targets. The selection
reflects not only their valuations but also the fact that they are at a strategic or operational inflection point that Private Equity
might better appreciate than a stock market gripped by short-term uncertainties and high interest rates.

Table 1: Potential acquisition targets (Financials):

Market Cap 3-month 1-yr fwd PE Valuation (x) 1-yr fwd EV/EBITDA (x)

(USD bn) Stock Current Past 3-y Current Past 3-y

Performance average average
Ormat 5.6 -18% 36.3 37.4 11.9 12.2
Northland 4.1 1% 15.9 18.0 7.1 18.3

Power

Algonquin 3.9 -16% 12.4 14.6 9.3 11.5
ERG 3.8 -5% 15.7 18.4 9.7 9.0
Drax 3.6 10% 14.8 8.7 5.9 4.6
Solaria 24 -26% 9.4 13.5 7.8 10.4
Scatec 1.6 1% 14.3 24.0 8.4 8.2
Renova 0.5 -15% 17.2 25.9 10.4 11.2

Source: Bloomberg and Redwheel, 28 September 2026. The information shown above is for illustrative purposes only. Forecasts and
estimates are based upon subjective assumptions about circumstances and events that may not yet have taken place and may
never do so.

® Source: Bloomberg and Redwheel, September 2026



Table 2: Potential acquisition targets (Redwheel analysis):

Shareholding

Position

Why now

Ormat

No controlling shareholder

Global leader in
geothermal

EGS inflection: potential to

multiply the US market size
potential by 20x in the next
2-5years

Northland Power

No controlling shareholder

Collection of international
assets incl. offshore wind

End of high capex period

renewable
developer/operator in
Japan

Algonquin No controlling shareholder Regulated utility in 13 US Change of domicile from
States, non-core Int'l assets | Canada to the US creating
an overhang from selling
Canadian investors
ERG Family likely to accept attractive bids | Largest listed independent | Strong balance sheet, in
renewable need of leadership
developer/operator in Italy
Drax No controlling shareholder Large baseload net zero UK | Datacentre opportunities:
operator monetize land and
generation capacity, extend
the life of the assets
Solaria Family likely to accept attractive bids | Datacentre play through Datacentre opportunities
land, connection and
generation
Scatec No controlling shareholder Leading Equinor selling its last 8%
developer/operator in EM stake, EBITDA doubling in 2
and frontier markets years
Renova No controlling shareholder Largest listed independent | BESS acceleration, weak JPY

for a global acquirer

Source: Bloomberg and Redwheel, September 2026. Forecasts and estimates are based upon subjective assumptions about

circumstances and events that may not yet have taken place and may never do so.

Key risk

The principal risk to this thesis is that interest rates continue to rise. If the US 10-year Treasury yield moves towards 5.5%,

6.0% or higher, the sector could experience further valuation pressure and another leg down.

Conclusion

We believe that this is an opportune time for investors to look for entry points in the sector. Historical analysis suggests that
periods around peaking interest rates have in the past preceded attractive performance, although we cannot guarantee that
this would be the case in the future. However, sector fundamentals are supportive, the earnings trajectory is positive, and

valuations are near historical lows despite a stronger growth outlook.

CONTACT US

Please contact us if you have any questions or would like to discuss any of our strategies.

E invest@redwheel.com | W www.redwheel.com
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Key Information

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment.
Past performance is not a guide to the future. The prices of investments and income from them may fall as well as rise and
investors may not get back the full amount invested. Forecasts and estimates are based upon subjective assumptions about
circumstances and events that may not yet have taken place and may never do so. Portfolio holdings are subject to change
without notice. The statements and opinions expressed in this article are those of the author as of the date of publication,
and do not necessarily represent the view of Redwheel. This article does not constitute investment advice and the information
shown is for illustrative purposes only.

Disclaimer

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited ("RWC"). The term "Redwheel” may include any
one or more Redwheel branded regulated entities including, RWC Asset Management LLP which is authorised and regulated
by the UK Financial Conduct Authority and the US Securities and Exchange Commission ("SEC"); RWC Asset Advisors (US)
LLC, which is registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management
Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an Australian Financial Services Licensee with
the Australian Securities and Investment Commission; and Redwheel Europe Fondsmaeglerselskab A/S ("Redwheel Europe”)
which is regulated by the Danish Financial Supervisory Authority.

Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a
similar investment strategy or focus to the product detailed in this document. Redwheel and RWC (together "Redwheel
Group”) seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance with its legal and
regulatory obligations as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by
Redwheel are available only to such persons. It is not intended for distribution to and should not be relied on by any person
who would qualify as a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or entity in
any jurisdiction where such distribution or use would be contrary to local law or regulation.

This document has been prepared for general information purposes only and has not been delivered for registration in any
jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or
other advice; (iii) an offer, recommendation or solicitation to buy or sell shares in any fund, security, commaodity, financial
instrument or derivative linked to, or otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to
enter into any other transaction whatsoever (each a “Transaction”). Redwheel Group bears no responsibility for your
investment research and/or investment decisions and you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. No representations and/or warranties are made that the
information contained herein is either up to date and/or accurate and is not intended to be used or relied upon by any
counterparty, investor or any other third party.

Redwheel Group uses information from third party vendors, such as statistical and other data, that it believes to be reliable.
However, the accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over
time into Redwheel Group research data stored on its systems, is not guaranteed. If such information is not accurate, some
of the conclusions reached or statements made may be adversely affected. Any opinion expressed herein, which may be
subjective in nature, may not be shared by all directors, officers, employees, or representatives of Redwheel Group and may
be subject to change without notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by
you or others based on the contents of this document and neither Redwheel Group nor any of its directors, officers,
employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any
direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use
of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past performance of any
Transaction is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and
forward looking statements may have been made either for modelling purposes, to simplify the presentation and/or
calculation of any projections or estimates contained herein and Redwheel Group does not represent that that any such



assumptions or statements will reflect actual future events or that all assumptions have been considered or stated. There can
be no assurance that estimated returns or projections will be realised or that actual returns or performance results will not
materially differ from those estimated herein. Some of the information contained in this document may be aggregated data
of Transactions executed by Redwheel that has been compiled so as not to identify the underlying Transactions of any
particular customer.

No representations or warranties of any kind are intended or should be inferred with respect to the economic return from,
or the tax consequences of, an investment in a Redwheel-managed fund.

This document expresses no views as to the suitability or appropriateness of the fund or any other investments described
herein to the individual circumstances of any recipient.

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential
and/or privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates,
partners, directors, officers and employees, as applicable, will keep all information strictly confidential. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information is prohibited. Any
distribution or reproduction of this document is not authorised and is prohibited without the express written consent of
Redwheel Group.

The risks of investment are detailed in the Prospectus and should be considered in conjunction with your investment adviser.
Please refer to the Prospectus, Key Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID),
Summary of Investor Rights and other legal documents as well as annual and semi-annual reports before making investment
decisions; these documents are available free of charge from RWC or on RWC's website: https://www.redwheel.com/ and
available in local languages where required. RWC as the global distributor has the right to terminate the arrangements made
for marketing Redwheel Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of
shares in Redwheel Funds in the European Economic Area ("‘EEA") and is regulated by the Danish Financial Supervisory
Authority. This document is not a solicitation or an offer to buy or sell any fund or other investment and is issued in the UK
by RWC and in the EEA by RW Europe. This document does not constitute investment, legal or tax advice and expresses no
views as to the suitability or appropriateness of any investment and is provided for information purposes only. The views
expressed in the commentary are those of the investment team.

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933 (the "Securities Act”) and
are not available for purchase by US persons (as defined in Regulation S under the Securities Act) except to persons who are
“qualified purchasers” (as defined in the Investment Company Act of 1940) and “accredited investors” (as defined in Rule
501(a) under the Securities Act).

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any fund
managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant subscription
application. Prospective investors should review the offering memorandum in its entirety, including the risk factors in the
offering memorandum, before making a decision to invest.

Information Required for Offering in Switzerland of Foreign Collective Investment Schemes to Qualified Investors within the
meaning of Article 10 CISA.

This is an advertising document.

The representative and paying agent of the Redwheel-managed funds in Switzerland (the "Representative in Switzerland”)
FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH-8008 Zurich. Swiss Paying Agent: Helvetische Bank AG,
Seefeldstrasse 215, CH-8008 Zurich. In respect of the units of the Redwheel-managed funds offered in Switzerland, the place
of performance is at the registered office of the Swiss Representative. The place of jurisdiction is at the registered office of
the Swiss Representative or at the registered office or place of residence of the investor.



