Modern electricity grids are the central enabler of the
global energy transition, determining how fast
renewables, energy storage and the electrification of
key industries can scale. William Argent and Shayan
Ratnasingam share their thoughts on the investment
opportunities.

The physical backbone of today’s electricity systems, The challenge
grids are becoming increasingly important. But after
decades of underinvestment, they are now struggling
to keep pace with surging demand and rapid growth in
clean power.

As the cost of renewable energy generation assets
have come down over the past decade, we've
experienced rapid growth. But that growth and the
level of investment that has been undertaken, has not

Without a huge wave of investment in long-distance been mirrored in the distribution and transmission
transmission and smarter distribution networks this networks. We now require a transformational change
decade, climate targets and energy security goals in our energy system, which creates a great

simply will not be achievable, because grids are investment opportunity.

becoming a bottleneck.
g The first challenge is ageing infrastructure. An IEA

report in early 2024 highlighted that 40% of all
developed market grids are over 20 years old and at
maximum capacity. They are both old and not fit for
purpose to deal with the rapid load growth on the
system.

Secondly, they're facing structural challenges.
Because of the intermittent nature of many
renewables, we need to address the lack of base load
power in the system and integrate energy storage
solutions such as batteries.

And thirdly, we need to think about how we expand the
grid to move electrons from where assets are
generated to where consumers are actually
consuming that power.

The opportunity

The level of CapEx required to meet these challenges
is a multi-decade investment opportunity. What'’s
more, the sector has a number of attractive
characteristics that we look for in the TM Gravis Clean
Energy Income fund.
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Firstly, companies operating in the sector hold
monopolistic positions in regulated markets, earning a
regulated return for operating and maintaining their
networks. There are further opportunities to
outperform the regulated returns through
performance-based incentive payments and financial
structuring.

Secondly, there's a level of inflation protection built
into these regulatory frameworks which allow
operators to recuperate the cost of any inflationary
pressures.

And lastly, there is no power price exposure in the
transmission network. These companies or asset
owners are responsible for moving electrons across
the system. They are not compensated for buying or
selling power.

New fund holdings

Over the last year, we've added two new holdings from
within the European grid space. We like European
transmission operators because they tend to have
defined renewable energy policies. They also have
large, committed CapEx programmes and the
European grid as a whole is moving to a more
integrated mesh grid system, which requires more
interconnected capacity across the Continent.

Just last month, the EU Commission published its EU
Grid package that will direct €1.2 trillion through 2040
towards electricity grid infrastructure with an aim to
help EU states fast-track permits for grid
infrastructure and enable renewable energy, energy
storage and interconnector projects.

s lerna

The first name we added was Terna Rete-Elettrica, the
Italian transmission system operator. Over 80% of its
revenues are from regulated activities and it covers
99% of the transmission network: over 75,000
kilometres of high voltage cables across seven market
zones.

Italy wants 60% of electricity demand to be met by
renewables by 2030. It currently has just 80 GW of
renewable capacity on the system, which roughly
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meets one-third of total energy demand. By 2030, it is
looking to increase that generation capacity to 132
GW.

Due to the underinvestment and lack of capacity, so
characteristic of this sector globally, the queue of
projects trying to connect to the grid in Italy currently
stands over 300. A large amount of CapEx is therefore
required to make it fit for purpose, especially when you
consider that the transmission operator is looking to
act as a hub for international connectivity between
Europe and Northern Africa. This ambition is
underpinned by the ELMED project, a 600 MW
interconnect capacity which will connect Sicily to
Tunisia.

redeia

The other holding we have added is Red Electrica, known
as Redeia - Spain's transmission system operator. It also
covers 99% of its domestic market with just over 45,000
kilometres of high voltage cable. Close to 90% of
revenues are from regulated activities.

Redeia is playing a vital role in integrating the European
internal energy market, with its energy system currently
connected to the systems of France, Portugal, Andorra
and Morocco. An inter-connected European energy
network is vital for European energy security and
competitiveness. It is currently building a new 400km
interconnection that will support the integration of the
Iberian Peninsula and the rest of the internal electricity
market via France through the Bay of Biscay. This
project will increase the exchange capacity from 2.8 GW
to 5.0 GW, between the two countries.

Having sold a telecoms business last year, it is now
focused on its regulated transmission service. Spain, like
many other European countries, has well-defined
energy transition targets: 81% from renewables by 2030,
up from 50% today. Like Terna, it has a non-regulated
part of the business: it runs Spain’s largest fibre
connection business and has over 53,000 kilometres of
fibre networks running in parallel to its transmission
network.

*Source: IEA Electricity Grids and Secure Energy
Transitions

**Source: European Commission’s Action Plan for Grid



Important information

This article is issued by Gravis Advisory Limited (“GAL” or the “Firm”)), which is authorised and regulated by the
Financial Conduct Authority. GAL’s registered office address is 24 Savile Row, London, United Kingdom, W1S 2ES. The
company is registered in England and Wales under registration number 09910124,

The TM Gravis Clean Energy Income Fund (the “Fund”) is a sub-fund of TM Gravis Funds ICVC, which is a UK UCITS
scheme and an umbrella company for the purposes of the OEIC Regulations. The Authorised Fund Manager of TM
Gravis Funds ICVC is Thesis Unit Trust Management Limited (TUTMAN), Exchange Building, St John’s Street,
Chichester, West Sussex, PO19 TUP. TUTMAN is authorised and regulated by the Financial Conduct Authority. GAL is the
investment manager of the Fund.

Any decision to invest in a Fund must be based solely on the information contained in the Prospectus, the latest Key
Investor Information Document and the latest annual or interim report and financial statements.

GAL does not offer investment advice and this article should not be considered a recommendation, invitation
or inducement to invest in a Fund. Prospective investors are recommended to seek professional advice before making
a decision to invest.

Your capital is at risk and you may not get back the full amount invested. Past performance is not a reliable indicator of
future results. Prospective investors should consider the risks connected to an investment in a Fund, which include
(but are not limited to) exchange rate risk, counterparty risk, inflation and interest rate risk and volatility. Please see
the Risk Factors section in the Prospectus for further information.

This article has been prepared by GAL using all reasonable skill, care and diligence. It contains information and analysis
that is believed to be accurate at the time of publication but is subject to change without notice. It is not intended for
distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be
contrary to local law or regulation. Any recipients outside the UK should inform themselves of and observe any
applicable legal or regulatory requirements in their jurisdiction.
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