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The best hedge against rising energy prices

The highest oil and fuel prices since 2008, due to the military conflict in Ukraine, have
led to record inflows of speculators' funds into commodity assets and stocks of major
commodity companies. In our view, this trend is approaching peak levels, going
against the generally accepted practice of investing in ESG companies aimed at
reaching "zero emissions" by 2050 and pulling out from commodity stocks.

Since the start of the geopolitical confrontation between the US/NATO and Russia,
gas prices have soared by 400% and oil prices by 55%, which will drive up prices
along the entire production chains and squeeze global economy.

These risks that may hurt every consumer provide further reasons for investing in
alternative and clean energy providers. Such companies are well-positioned to
quickly deploy such technologies, soaring conventional energy prices have made
renewable energy providers even more competitive.

Thus, since the conflict in Ukraine broke out on February 23-24, the two largest
renewables-focused ETFs, Invesco Solar ETF and First Trust Global Wind Energy
(TAN US and FAN US, solar and wind power, respectively) have gained 28,5% and
12.8%, while global index MSCI World have advanced 6,9%.

At the peak of oil's rise on March 7 amid general sell-offs, when the S&P 500 lost 3%,
solar energy providers, including Sunnova (+13%), Sunrun (+10%) and others,
outperformed the market. Even oil and gas stocks fell 3%, despite higher oil prices.
This trend will continue due to high volatility in global markets.

Stocks of alternative energy providers as an undervalued hedge against higher
volatility in commodity prices.

We have picked five alternative energy stocks with the highest upside. We consider
these stocks an undervalued hedge against higher volatile commodity prices, both in
the short and long run.

1. Sunrun is a leading home solar, battery storage, and energy services company, it
is engaged in the development, installation, sale, ownership, and maintenance of
residential solar energy systems in the United States. It is headquartered in San
Francisco, California.

e Sunrun is technically oversold due to the California Public Utilities Commission's
proposal to impose higher utility fees on people who install solar panels on their
homes.

e Most analysts believe that the introduction of solar energy storage technology and
rising prices of other energy sources will offset higher utility fees, and the market has
overreacted to the commission's initiative.

e The California regulator is delaying a vote on a controversial proposal to slash
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incentives for home solar systems, which is good because of the issue is important,
but the break contributes to stock volatility.

e However, the worst fears are already priced in, the stock's potential upside stands at
49.2%.

2. Sunnova Energy International is one of the leading providers of solar and
residential energy storage throughout the US. It is headquartered in Houston, Texas.

e The company expects to double the number of customers, double services per
customer and triple EBITDA by the end of 2023.

o Utility rates are expected to rise further in line with inflation. Therefore, consumer
demand for solar installations and batteries is projected to increase, the prospects of
delinquent payments from customer will decrease and the company will have room to
raise rates.

¢ Sunnova is the favourite stock of major investment banks, its growth potential stands
at 69.7% on a 12-month horizon.

3. The AES Corp. is a Fortune 500 global energy company that owns and operates
regional utilities and develops renewable energy projects, including clean energy
production and distribution.

¢ |t owns one of the largest renewable energy portfolios in the world.

e The AES Corp. is now technically oversold and trades at a ~30% discount on major
financial multiples to its peers.

e The company continues to reduce its global business risks. Currently, more than 80%
of the company's cash flow is denominated in dollars and about 85% of its cash flow
is contracted with an average term of 13 years.

e The AES Corp. has 11 "buy" recommendations from the world's major investment
banks and just one "hold" recommendation, its average upside over a 12-month
horizon stands at 11.7%

4. Generac Holdings is one of the leading energy technology companies that
develops advanced software solutions for power grids, standby and main power
systems for residential and industrial facilities, conventional and solar energy storage
solutions, virtual power plant platforms, and engine- and battery-powered tools and
equipment.

¢ The company accounts for 80% of the residential standby generator market in North
America. Generac has recently invested in a solar back-up storage business, which is
growing rapidly, and is also successfully developing a large commercial and industrial
business that accounts for around 40% of the company's sales.

e Generac accounts for the largest market share in the US, it has long-term growth
opportunities in its backup housing segment. The company has successfully pursued
a clean energy strategy and continues to benefit from extreme weather, increasing
use of renewable energy and consumers' willingness to perceive their homes as
shelters in a world exposed to pandemics, hurricanes and wildfires.

¢ Sunnova is the favourite stock of major investment banks, its growth potential on a
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12-month horizon stands at 40.1%.

5. Nordex is one of the world's largest developers, manufacturers and sellers of wind
turbines. It is headquartered in Rostock, Germany, with management based in
Hamburg.

e Germany aims to increase its wind power capacity to 10 gigawatts per year by 2027,
up from around 2 gigawatts now, and maintain that level until 2035. The rationale is
to avert an energy crisis.

e For example, Russian gas accounts for about half of Germany's gas consumption. An
increase in renewables capacity would accelerate electrification of the economy and
reduce its dependence on gas as the main energy source.

¢ Nordex will be one of the key beneficiaries of this programme.

e The company's stock has 30.7% upside potential over the 12-month horizon,
according to a forecast by analysts polled by Bloomberg.

Average Bloomberg

Ticker Name Country  Currency Sector Industry Market Volume 3M, YD, qurent Consensus 12 Upside, %
Cap, min % Price .

min months Target Price
RUN US Equity SUNRUN INC us usb Industrials Energy 67892 7.2 -50 32,8 48,6 49,2%
NOVA US Equity SUNNOVA ENERGY INTL us usb Utilities Energy 28608 3,0 96 252 42,8 69,7%
AES US Equity AES CORP us usD Utilities Utilities 168651 86,0 4,0 253 28,2 7%
GNRC USEQUITY GENERAC HOLDINGS INC ~ US usb Industrials Industrial 202201 0,8 -99 317,0 4443 40,1%
NDX1 CGR Equity NORDEX SE GERMANY EUR Industrials Energy 24835 15 1,6 155 20,3 30,7%

Source: Bloomberg, ITI Capital

*Prices are as of the close of trading on March 30
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ITI Capital Ltd. (hereinafter, the “Company”) is not responsible for
and does not give any warranties in connection with the transfer of
marketing materials. This marketing document is for information
purposes only. Any information in this document is based on data
obtained from sources believed by the Company to be reliable, but
no representations, guarantees or warranties are made by the
Company with regard to the accuracy, completeness or suitability
of the data. The information contained herein does not constitute
the provision of investment advice. It is not intended to be nor
should it be construed as an offer or solicitation to acquire, or
dispose of, any of the financial instruments and/or securities
mentioned in this document and will not form the basis or a part of
any contract or offer.

Neither the Company, nor its affiliates, principals, directors,
employees or agents accept any liability for any direct or
consequential loss arising from any use of this marketing
document and any accompanying materials. Investors should
make their own investment decisions using their own independent
advisors, as they believe necessary and based upon their specific
financial situations and investment objectives when investing. This
material is not intended for the use of Private Customers as that
term is defined under the Financial Services and Markets Act 2000
in the United Kingdom. This material has been approved for
publication in the United Kingdom and European Union by ITI
Capital Limited, authorised and regulated by the Financial Services
Authority and a member firm of the London Stock Exchange.
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