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Executive summary

Four themes are driving the multi-trillion dollar investment opportunity in energy transition infrastructure
in developed Asia Pacific: Decarbonization, electrification, digitalization, and resilience.

These trends are converging and accelerating, underpinned by the continucusly improving economics of
renewable and low carbon technologies when compared to conventional generation. An estimated USD
80tn in Asia-Pacific investment to 2050 is needed to meet these growing needs, affording a potentially
attractive opportunity for investors as part of this new supercycle.’

Four core themes are underpinning the multi-trillion-dollar investment opportunity in renewable power
generation and related energy infrastructure across developed Asia-Pacific markets:
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These are not new themes — variously they have independently driven enormous change over the last 15
years. For example, from 2010-2025, global renewable electricity generation capacity increased 340%, while
over the course of the 2010s the electrification of transport turned from a niche interest to a quarter of global
car sales.? In Developed Asia Pacific, non-nuclear renewable electricity generation now sits at 23.4%.3

These themes are now converging and accelerating. Each has passed a threshold beyond which they
mutually reinforce the demand for energy transition infrastructure: geopolitical volatility is increasing, grid
demand and consequential investment needed for grid capex is increasingly urgent, renewables enter the
market to a settled regulatory landscape, and with the backdrop of the continued electrification. All of this is
underpinned by the rapidly falling cost and commercial maturity of the technologies underpinning these
trends. Altogether, we are entering what some have described a new global energy infrastructure
‘supercycle’- and this is no less true for developed Asia Pacific.

Any forecast, projection or target where provided is indicative only and is not guaranteed in any way. The
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Cost and speed - the enablers

Renewable energy generation technology rapidly become the most cost competitive
option, with natural gas — the cheapest fossil fuel alternative - now a third more
expensive than solar PV or onshore wind (see figure 1). The cost advantage is
compounded by the speed to market that renewables bring. The typical lead time from
commissioning to commercial delivery (i.e.. completion) is less than 24 months -
significantly quicker than natural gas plants (60 months), or nuclear (120 months). This
also helps minimize cost overruns; while half of nuclear power plants overrun their
budgets by more than 50%, against just 2% of solar plants.*

Levelised Cost of Energy (LCOE) Comparison: Significant historical cost
declines for utility-scale renewable energy generation technologies
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Until recently, this cost advantage has not been fully reflected in the generation
capacity being added. However, last two years offer an illustrative example of how this
trend has changed. Solar PV generation, which already made up the bulk of global
additions, surged by 35% from 2024-25, while fossil fuel generation declined overall.
91% of renewables projects commissioned globally in 2024 were estimated to be
cheaper than any fossil fuel alternative.®> Looking forward, this dominance is expected
to continue, with renewables expected to cover 90% of electricity supply growth from
2025-2030.5

Annual Change in Global Electricity Generation by Source, 2024 - 2025

< 700 m 2024 2025
= 600
500
400
300
200
S I | " I
0 = -_
Coal Natural Gas Oil Nuclear Solar PV Wind Hydro Other
-100 Renewables

Note: 'Other Renewables' includes geothermal, bioenergy and waste, concetrating solar power (CSP), and mari

Past performance does not predict future returns. The views expressed were held at

the time of preparation and are subject to change without notice.
4) How Big Things Get Done, Prof. Bent Flyvbjerg & Dan Gardner, February 2023

5) IEA, March 2025

6) IEA, March 2025




For Professional
Investors only. Not
for further
distribution

What has enabled this are the sophisticated supply chains that have driven down unit
costs for renewables technologies. This is coupled with increasingly sophisticated grid
management technologies, including commercial scale battery energy storage
systems (BESS) for increasing durations, meaning renewables are reliable enough to
form the backbone of national power grids. While figures vary by project, the cost of
the renewable generation technology (e.g. the solar panels or wind turbines) is
typically the most expensive component, making the cost declines particularly
impactful. Importantly for investors, this advantage is set to increase. As global
petroleum markets appear to be set for higher prices on the back of geopolitical
uncertainty, renewables’ expected costs continue to fall. BNEF estimates further
significant falls in cost of renewables over the next five years. 7

Estimates for further falls in the cost of renewable power 2025-2026
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When costs are this competitive, it can alleviate investor concerns for over-reliance on
government subsidies. For instance, an estimated 40% of Texas' electricity demand
was met by solar and wind generation in 2025, despite a generally unsupportive
regulatory and political environment.8

For investors, renewables allow for larger projects that generate cashflows sooner,
with advantages that are set to compound over the next decade.

Electrification and digitalization

The IEA has dubbed this the ‘Age of Electricity’, driven by the continuing electrification
of key consumer and industrial technologies, with demand centered on Asia Pacific.®
The trend is clear in the aggregated figures - electricity demand growth is currently
double the total energy demand growth,’® and set to expand,’” while the energy
intensity of GPS growth has simultaneously increased.’?
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These trends can accelerate quickly as the commercial maturity of these technologies
is reached. To take the example of one industry, transport has been revolutionized by
the rise of the electric vehicle, where from 2020, electric vehicle sales share globally
has risen from 4%, to 25% in just five years.’3 Within developed Asia Pacific, these
trends can be even more pronounced - In Hong Kong, 90% of vehicle sales are
electric, a 30pp rise since 2025; in Singapore, the electric vehicle sales share has
surged from 55% to 70% over the first six months of 2026 alone.™

This is compounded by growing demands for electricity from another source: data
centres. The power supply for this infrastructure is set to quintuple in the Asia Pacific
region over the next decade. For investors, this provides opportunities not just at the
power supply level, offering PPAs or behind-the-grid power, but also providing the
specialist infrastructure services to ensure data centre operations run as energy
efficiently as possible, with thermal management being an important example.’®

This increasingly electrified world doesn’t just increase electricity demand, it also
changes the nature of the grid — from a centralized, on-way flow grid based around
large thermal plants to a distributed grid with multi-directional flows. This requires
new systems and technologies to avoid calamities such as the 2025 Iberian Blackout.
These bottlenecks offer potentially lucrative niches for specialist energy transition
infrastructure investors beyond pure generation capacity, who understand the
intricacies — and opportunities — in managing increasingly complex national grid
systems. Flexible grid assets such as battery energy storage systems are being
deployed across grids in Asia Pacific at astonishing scale and speed - for example,
utility-scale battery capacity increased 233% in Australia in 2025, and total capacity is
projected to quintuple over the next 10 years.'®
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Resilience

For developed Asia Pacific governments, energy resilience is increasingly important.
As we wrote about in our previous article following the start of the Iran War, the
conflict has highlighted the fragility of the seaborne energy trade through maritime
chokepoints. These vulnerabilities will remain salient in infrastructure investment
decisions, forcing policymakers to ask the question — can they rely on a consistent
supply of oil and gas in times of crisis?’” Renewable energy generation is a way to
hedge against geopolitical volatility, offering the promise of decoupling from volatility
in the middle east or of energy supplies flowing through these maritime chokepoints.

Past performance does not predict future returns. The views expressed were held at the time
of preparation and are subject to change without notice. Any forecast, projection or target
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Certain developed Asia Pacific economies, such as Japan, South Korea and Singapore,
are especially vulnerable here, with limited domestic energy supplies. The IEA
estimates that almost 90% of total Hormuz export volumes in 2025 were destined for
Asian buyers and many Asian refineries are configured for Gulf crude, limiting their
ability to substitute. Meanwhile, at a country level for instance, Singapore generates
95% of its electricity from LNG, of which c. 45% comes from Qatar alone.

The world faces a deepening global ‘polycrisis’. Since the publication of our article in
May we have seen threats or disruption across several more maritime chokepoints,
including the Straits of Malacca, the Bab El-Mandeb, the Panama Canal, and the
continued conflict in the Strait of Hormuz. Policy makers are increasingly keen to
strengthen national resilience, of which power supplies independent from imports
forms a key pillar - further strengthening the sector’s investment case.

The Middle Eastern conflict is “serving as a significant
turning point ... [there is] a growing national
consensus that we must undergo a fundamental
energy transition.”

Kim Sung-hwan, South Korean Minister of Climate, Energy and Environment '8

Conclusion

Just as electricity demand is rising, from electrification and increasing digitalization,
supply from renewable generation is becoming cheaper, all under a supportive
regulatory environment as governments across the region recognize the importance of
these assets for decarbonization targets and national resilience. This is already being
borne out by the data: investment in energy transition infrastructure has increased
27% in Australia and 44% in Japan just between 2024-25, as examples.'®

For investors, we believe these conditions are particularly positive and offer the
opportunity for elevated returns compared with historical averages in the infrastructure
sector, without compromising on the long-term visibility of cash flows that forms the
basis of the asset class. We consider a ‘boots-on-the-ground’ approach, with locally
based expertise, to be best placed to address the specific market needs across the
region and navigating local requirements.

Paul Rhodes Rowan te Kloot

Head of Energy Transition Managing Principal, Energy
Infrastructure, Asia Transition Infrastructure,
paul.rhodes@hsbc.com.hk Asia

rowan.tekloot@hsbc.com.sg

The views expressed were held at the time of preparation and are subject to change
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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,
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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).

¢ |n 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 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);

e |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;

¢ In India, this document is issued by HSBC Asset Management (India) Pvt Ltd. which is regulated by the Securities and Exchange
Board of India;

e |n Italy, this document is issued by HSBC Global Asset Management (France), a Portfolio Management Company authorised by the
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e |n 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;
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