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A few months ago on a drive through Extremadura, one of the team came across a plain
that was covered in mirrors focussing sunlight onto a network of pipes running along the
centre of each mirror. The technology essentially uses sunlight to turn salt intfo a molten
liquid that heats water to generate steam that powers a tfraditional turbine. Salt is useful
because it stores heat efficiently and can retain heat long enough to power generators
when the sun goes in. It's also cheap and abundant.

It turned out that this was Orellana Solar Thermal Plant comprising 74km of 166,000
parabolic mirrors spread over 142 hectares (200 football pitches) generating some 50MW
of carbon free electricity (sufficient to power 33,000 homes). As of 2014, Spanish CSR
capacity measured 2,300MW. (source: Government of Spain)

It is this abundance that is interesting because somewhat surprisingly, for those of us old
enough to remember the oil crisis and the dubious pleasure of doing homework by
candlelight, the world economy appears fo be moving into a period of superabundant,
cheap, carbon free energy.

Not so long ago, there were genuine fears surrounding “peak oil” and the capacity of
the world fo obtain sufficient energy fo support living standards and maintain growth at
an acceptable price. But, the rate of renewables adoption has been astonishing — in
three years from now, just about 30% of UK energy will be supplied by renewable
technology.

Clearly, this has implications for growth generally and certain industrial sectors
specifically.

OPEC is struggling to maintain an oil price over $50 per barrel. Oil is not so central to
growth as it was; there is a growing supply of substitutes. The threat to the economy from
oil price inflation, or indeed, the threat of “running out” simply seems to belong to a
previous age.

That's important because for decades after the 1970's energy crisis there has always
been the thought that a similar episode could once again derail growth. That idea just
doesn’t seem at all plausible any more.

Cheap energy was frequently cited as one cause of the “NICE” decade as coined by
Mervyn King, the “non-inflationary, contfinuously expanding” decade of the 1990’s. The
puzzle today is that cheap energy hasn’t translated into faster growth. If anything, it has
franslated info lower investment.

Perhaps, it's reassuring to know that the vast server farms that house our lives these days
are not going fo run out of power anytime soon. More importantly, whatever the
constraints on global growth may be, a lack of cheap, clean energy is not among them.
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IMPORTANT DISCLAIMER: This document has been issued and approved by Tacit Investment Management. The information herein
is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any securities and has been obtained from, or is
based upon, sources believed to be reliable;; however no representation or warranty, express orimplied, is made norresponsibility of any
kind accepted either as to the accuracy, completeness or correctness of the information stated herein, or that material facts have
not been omitted. Material contained in this report satisfies the regulatory provisions concerning independent investment research as
defined in MiFID. Tacit Investment Management, its associate companies and/or their clients, directors and employees may own or
have a position in the securities mentioned herein and may add to or dispose of any such securities. Please bear in mind that, before
publishing a research recommendation, we may have acted upon it or made use of information on which it is based.

The views of reflected in this document is a matter of judgement at the time of writing and is subject to change without notice. In
addition, Tacit Investment Management may issue other reports that are inconsistent with, and reach different conclusions from,
the information presented in this report and is under no obligation to ensure that such other reports are brought to the attention of any
recipient of this report. To the maximum extent possible at law, Tacit Investment Management does not accept any liability
whatsoever arising from the use of the material or information contained herein.

The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed

decisions and seek their own advice regarding the appropriateness of investing in financial instruments or implementing strategies

CO NTACT D ETAI LS discussed herein. Any price shown is only an indication of the middle market price at the time of publication. Private clients should be
aware that prices may fall as well as rise and the income derived from them may fluctuate. The value of securities and financial

. instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on the price of such securities
T- +44 (0)203 05] 6450 or financial instruments. Tacit Investment Management does not provide any tax advice. Past performance is not necessarilly a
. oy guide to future performance and you may not get back the original amount invested. Estimates of future performance are based
(SH |nfO@TOC|T| m.com on assumptions that may not be realised. Investmentsin general, and derivatives in particular, involve numerousrisks, including, among
others, market, counterparty default and liquidity risk. Investments referred to in this document may not be suitable for you and if you
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