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Summary
• Even with total US auto sales declining in 2020, several electric vehicle companies reported record high
deliveries last year.
• The long-term outlook for EVs shows significant growth for the sector over the next two decades driven by
supportive government policy and acceleration of investment in the space, among other things.
• Given the long-term importance of EVs to the energy transition, EV manufacturers are a critical component
of an alternative energy allocation.
In a year filled with market turmoil, alternative energy stood out as a bright spot in 2020. The Ardour Global
Alternative Energy Extra-Liquid Index (AGIXL) finished the year up 120.3% on a total-return basis, significantly
outpacing the broader market. While some of these gains can be attributed to other segments of the alternative
energy space, particularly solar, electric vehicle (EV) manufacturers led the charge last year. EV manufacturers
BYD (1211), Tesla (TSLA) and Nio (NIO) saw staggering gains of 423.6%, 743.4%, and 1,112.4% in 2020, respectively.
Despite this significant run-up last year, strong operational reports from EV companies in early 2021 indicate
that there could be more left in the tank. Today’s piece examines updates from EV manufacturers and how the
outlook for EVs could drive further alternative energy outperformance. (Puns intended throughout).

EV adoption continues to rise despite COVID-19 impacts.
With lockdown measures in place and many companies moving to a work-from-home policy during 2020, car
purchases were likely not front of mind for most people. Overall, 2020 US auto sales are expected to have
declined roughly 15% year-over-year to approximately 14.5 million, representing their lowest level since 2012.
However, this broad decline has not slowed down pure-play EV manufacturers that continue to report record
high deliveries. TSLA recently announced that full-year 2020 deliveries totaled 499,550, effectively matching
their guidance of 500,000 and representing a nearly 36% year-over-year increase. Vehicle production for the
year was slightly higher at 509,737. Chinese EV manufacturer NIO set new all-time highs for vehicle deliveries
for December and 4Q20, with total annual deliveries of 43,728 representing a 112.6% year-over-year increase.
While this is in part a reflection of improved production capabilities by EV manufacturers, substantial growth
figures also demonstrate resilient demand for EVs even as broader auto sales fell. Additionally, more traditional
automakers continue to push into the EV market, underscoring the long-term viability of the space. As an
example, General Motors (GM) shares set a new all-time high on January 12 after the company unveiled its
BrightDrop business, which includes a portfolio of EVs and other zero-emission products to aid companies in
the electrification of first-to-last mile delivery. Though traditional auto manufacturers are moving in to the EV
space, existing EV players’ established brands and demonstrated ability to produce EVs at scale represents an
advantage.
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What’s in store for EVs going forward?
Even after a banner year in 2020, the long-term outlook for EVs shows no sign of pumping the brakes.
BloombergNEF’s Electric Vehicle Outlook 2020 helps frame the growth potential for the EV market over the next
two decades. This report estimates that passenger EV sales will increase by 18.9% annually from 2020 through
2040, as seen in the chart below. Over that same time period, the sales market share of EVs is expected to rise
from 2.7% to 58%, driven particularly by China and Europe. Most of the growth in EV adoption is expected
to occur within the next decade, however, with the global EV fleet estimated to increase by 13.6x by 2030;
although, it’s worth mentioning that starting from a lower base drives these growth figures higher. Rapid
adoption of EVs should be propelled by improving battery technology, favorable economics for buyers, and an
acceleration in investment in EVs by automakers. Innovations in battery technology by EV companies also have
positive implications for the rest of the alternative energy space, as discussed in Alerian’s November 2020 white
paper (read more).

Government incentives will also play a major role in this expected EV growth. Several countries, including
the UK, France, and Norway, have established bans on the sale of internal combustion vehicles in the coming
decades, with the UK recently moving up its ban on new diesel/petrol cars and vans to 2030 compared to its
original target of 2040. The EU COVID-19 stimulus package contains several measures designed to help countries
increase EV adoption, including the installation of two million electric and hydrogen charging stations by 2025
and €20 billion to support clean public transit. Notably, EV costs in the EU are expected to be competitive with
that of traditional petrol vehicles by next year. In the US, California will phase out the sale of gas-powered
vehicles by 2035 and will require all medium- and heavy-duty trucks to be zero-emission by 2045, in line with the
state’s 2045 net-zero target. Policies from the new administration in the US could also represent a catalyst for
EVs. President-elect Biden has proposed working with cities and states to install more than half a million public
charging stations over the next decade and restoring tax credits for EV purchases. While growth in EV adoption
would likely occur regardless of these policies, supportive initiatives from governments across the world will
help accelerate the push towards net-zero transportation.
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EV manufacturers an important component of the alternative energy universe.
The Ardour Global Alternative Energy Indexes were the first indexes to provide globally-inclusive, alternative
energy exposure. AGIXL represents an investable subset of the broader alternative energy universe. The
index has constituents across several clean energy subsectors, including wind and solar energy players,
semiconductor manufacturers, and, importantly, electric vehicle manufacturers. Given the long-term
importance of EVs to the clean energy transition, these companies represent a critical component of the
alternative energy universe. As of January 13, AGIXL’s two largest constituents, which accounted for 19.0% of
the index by weighting, were NIO and TSLA. When including BYD, EVs account for nearly one-fourth of AGIXL by
weighting. This leaves the index well positioned to capture upside from the trends in EVs as well as the broader
growth in clean energy.

Bottom Line
As more governments and corporations aspire to transition toward a carbon-neutral world, EVs are poised to
become more and more common. Given existing equity price momentum, constructive operational reports,
and a supportive long-term outlook, EVs present an opportunity for investors to add ESG-friendly growth to
their portfolios. AGIXL reflects the growth opportunity in EVs while providing broader exposure to the energy
transition through diversified clean energy exposure.
AGIXL is the underlying index for the VanEck Vectors Low Carbon Energy ETF (SMOG).
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// Disclaimers
This Document Is Impersonal and Not a Solicitation. In
jurisdictions where Alerian, S-Network Global Indexes, or
their affiliates do not have the necessary licenses, this
document does not constitute an offering of any security,
product, or service. Alerian and S-Network Global Indexes
receive compensation in connection with licensing its
indices to third parties. All information provided by
Alerian and S-Network Global Indexes in this document is
impersonal and not customized to the specific needs of
any entity, person, or group of persons. Alerian, S-Network
Global Indexes, and their affiliates do not endorse, manage,
promote, sell, or sponsor any investment fund or other
vehicle that is offered by third parties and that seeks to
provide an investment return linked to or based on the
returns of any Alerian or S-Network Global Indexes index.
No Advisory Relationship. Alerian and S-Network Global
Indexes are not investment advisors, and Alerian, S-Network
Global Indexes, and their affiliates make no representation
regarding the advisability of investing in any investment
fund or other vehicle. This document should not be
construed to provide advice of any kind, including, but not
limited to, tax and legal.

Limitation of Liability. While Alerian and S-Network
Global Indexes believe that the information provided in
this document is reliable, Alerian and S-Network Global
Indexes shall not be liable for any claims or losses of any
nature in connection with the use of the information in
this document, including but not limited to, lost profits
or punitive or consequential damages, even if Alerian
and S-Network Global Indexes have been advised of the
possibility of same.
Research May Not Be Current. This document has been
prepared solely for informational purposes based on
information generally available to the public from sources
believed to be reliable. Alerian and S-Network Global
Indexes make no representation as to the accuracy or
completeness of this document, the content of which
may change without notice. Alerian and S-Network Global
Indexes expressly disclaim any obligation to update the
contents of this document to reflect developments in the
energy Master Limited Partnership sector. The methodology
involves rebalancings and maintenance of indices that
are made periodically throughout the year and may not,
therefore, reflect real-time information.

You Must Make Your Own Investment Decision. It is not
possible to invest directly in an index. Index performance
does not reflect the deduction of any fees or expenses.
Past performance is not a guarantee of future returns. You
should not make a decision to invest in any investment
fund or other vehicle based on the statements set forth in
this document, and are advised to make an investment in
any investment fund or other vehicle only after carefully
evaluating the risks associated with investment in the
investment fund, as detailed in the offering memorandum
or similar document prepared by or on behalf of the issuer.
This document does not contain, and does not purport
to contain, the level of detail necessary to give sufficient
basis to an investment decision. The addition, removal, or
inclusion of a security in any Alerian or S-Network Global
Indexes index is not a recommendation to buy, sell, or hold
that security, nor is it investment advice.

Linked Products. Alerian and S-Network Global Indexes
licenses its indexes to third parties for the creation of
investment funds or other vehicles. Alerian and S-Network
Global Indexes are not responsible for the information on
these websites or for anything that they provide.

No Warranties. The accuracy and/or completeness of
any Alerian or S-Network Global Indexes index, any data
included therein, or any data from which it is based is
not guaranteed by Alerian or S-Network Global Indexes,
and it shall have no liability for any errors, omissions, or
interruptions therein. Alerian and and S-Network Global
Indexes make no warranties, express or implied, as to
results to be obtained from use of information provided
by Alerian and S-Network Global Indexes and used in this
service, and Alerian and S-Network Global Indexes expressly
disclaim all warranties of suitability with respect thereto.

Copyright. No Unauthorized Redistribution. Alerian and
S-Network Global Indexes © 2021. All rights reserved. This
document, in whole or in part, may not be redistributed,
reproduced, and/or photocopied without prior written
permission.
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info@alerian.com // 972.957.7700
3625 N. Hall St., Suite 1200, Dallas, TX 75219

Policies and Procedures. Analytic services and products
provided by Alerian and S-Network Global Indexes are
the result of separate activities designed to preserve the
independence and objectivity of each analytic process.
Alerian and S-Network Global Indexes have established
policies and procedures to maintain the confidentiality
of material non-public information received during each
analytic process. Alerian, S-Network Global Indexes, and
their affiliates provide a wide range of services to, or
relating to, many organizations, and may receive fees or
other economic benefits from these organizations.
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