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Donald Trump will be the next President of the United States of America, and the Republicans
have taken control of the Senate. In this #Smarticle, we assess the implications for sustainable
energy, and energy more broadly, considering his recent pre-election rhetoric and the po-
tential actions of his senators. We conclude that, with respect to the Inflation Reduction Act,
Trump will struggle to make significant reforms. We see his executive powers allowing him to
promote fossil fuels more so than significantly slow the growth of a lower carbon energy sys-

tem.

President-elect Trump's Stance on Energy

We expect a shift in US energy policy as President-elect Trump targets reduced energy costs,
“energy dominance,” and improved competitiveness for US industry via the removal of environ-
mental regulations. He is against the Inflation Reduction Act (IRA), the key legislation providing
$369bn of tax credits for clean energy investment, on the basis that it is “industry-killing, jobs-Kkill-

ing, pro-China and anti-American.”

Nearly $450bn in private investment has come into the US clean energy sector since the IRA’'s pas-
sage, according to the Clean Investment Monitor. By our analysis, more than three-quarters of all

IRA-related manufacturing projects announced has been channeled into Republican states. Earli-
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er this year, the World Economic Forum assessed that over 170,000 jobs had been created thanks
to the passage of the IRA and that over 9 million jobs would be created over the next decade, with
the legislation catalyzing as much as $3 trillion of further investment. Importantly from a political
standpoint, the new energy transition jobs are not coming at the expense of fossil fuel jobs. The
number of coal mining employees in the US, for example, is actually up slightly since the IRA was
announced. With this in mind, many observers disagree with Trump’s views, instead suggesting
that the IRA’s focus on building a new domestic supply chain for lower carbon energy is building a
new industry with new jobs, while being pro-America and anti-China.

What Next for the IRA (Inflation Reduction Act)?

Even with control of the senate, we believe that Trump is unlikely to be able to repeal the IRA. To
initiate a repeal, a proposed law must first be sponsored by a senator or representative and then
pass through the House of Representatives with a majority and, in most cases, through the Sen-
ate with a 60% majority. A 60% threshold (rather than simple majority) is typically required in the
Senate to overcome the threat of the minority party filibustering or delaying the bill indefinitely.
Trump does not have this size of majority.

Moreover, many Republican senators appear to be in favor of the IRA because it is bringing a dis-
proportionate share of investment and new jobs to Republican states. In August 2024, 18 Republi-
can senators wrote to the Speaker of the US House of Representatives asking him to preserve the
IRA's energy tax credits (the letter is available here). Quote from the letter:

“Today, many U.S. companies are already using sector-wide energy tax credits — many of which
have enjoyed bipartisan support historically - to make major investments in new U.S. energy
infrastructure. We hear from industry and our constituents who fear the energy tax regime will
once again be turned on its head due to Republican repeal efforts. Prematurely repealing energy
tax credits, particularly those which were used to justify investments that already broke ground,
would undermine private investments and stop development that is already ongoing. A full re-
peal would create a worst-case scenario where we would have spent billions of taxpayer dollars

and received next to nothing in return.

“Energy tax credits have spurred innovation, incentivized investment, and created good jobs in
many parts of the country - including many districts represented by members of our conference...
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As Republicans, we support an all-of-the-above approach to energy development and tax credits

that incentivize domestic production, innovation, and delivery from all sources.”

What can we Learn from Obamacare in 20177

It is clear that repealing the IRA is not sup-
ported widely across the Republican party
and, in our view, the support for it appears less
than the support that existed for Trump's pro-
posed repeal of Obamacare in 2017. Indeed, it
is worth considering Trump’s efforts around
Obamacare to illustrate the difficulties of re-
pealing existing legislation.

Repealing Obamacare was a central tenet

of the Trump presidential campaign in 2016.
When Trump took office in early 2017 (with
control of both Houses), legislative attempts
began immediately to effect a repeal. Despite
having 52% of the Senate and using a budget
reconciliation bill, the replacement “Better
Care and Reconciliation Act” failed 43-57 as
various Republicans dissented. Subsequent
changes to Obamacare were very modest,
including adjustments such as i) reducing
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the amount of time one has to register for a
health exchange from 90 to 45 days and ii)
reducing payments to insurance companies

for co-payments/deductibles.

Given that Republican support for repealing
the IRA is fractured, we do not expect that
Trump has the ability legislatively to repeal
the IRA. Without repeal, many of his proposed
changes to the IRA, including the following,
are unlikely to be enforced:

® Removing the $7,500 subsidy for new
electric cars and trucks

® Setting a firm phase-out date for IRA
tax credits (versus the current structure
of some tax credits phasing out at “the
later of 2032 or when emission targets
are met”)

® Abolishing energy efficiency standards

@SmartETFs



Trump Victory & the Future of the IRA
SmanrtETFs

by Guinness Atkinson

Without a Full Repeal of the IRA,
Some Options for Reform are Available

Absent a repeal of the IRA, a Trump administration could slow-walk or weaken the implementa-
tion of existing aspects of the IRA to better achieve its political ends. There are some small parts

of unfinished IRA guidance (from the Treasury) that could be changed or scrapped altogether, in
areas such as the following:

® Enhancements of domestic content requirements, bringing stricter eligibility require-
ments for both the 45X (domestic manufacturing tax credit) and the domestic content ITC
adders for developers.

® Broadening the reach of Foreign Entity of Concern (FEOC) designation beyond electric
vehicle components into area such as wind, solar, critical minerals and battery supply chains.
We note that bipartisan legislation has already been introduced in the Senate with this aim
and hence this is a likely outcome.

® Directing federal agencies to slow down the awards of new offshore wind permits. Offshore
wind is more vulnerable because, unlike solar and onshore wind, it requires federal permits
to proceed. Interestingly, despite his long held negative views on wind, installed US wind ca-
pacity grew by 45% during Trump’s last presidency.

US Solar & Wind Annual Installations (GW per annum) during
President Trump’s first term
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Source: Guinness Atkinson, BNE. Data as of November 2024.
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Executive Orders Provide Some Options
to Prioritize Fossil Fuel

President Trump could also use Executive Orders to pursue some or all of the following in reason-
ably short order:
® Exiting the Paris Agreement thereby overturning Biden's Executive Order to rejoin in 2021
(which overturned Trump's Executive Order to exit in 2017). Whilst uncertain, there is a risk
that Trump might withdraw the US from the United Nations Framework Convention on
Climate Change, a move that would remove the United States from participation in global
climate negotiations and make it more difficult for a future administration to rejoin the Paris
Agreement
® Appointing new FERC and EPA chairpersons and freezing all new rulemaking by such fed-
eral agencies until effective
® Lifting the liquified natural gas (LNG) export pause and rolling back EPA rules

® Imposing new tariffs on new energy imports, particularly from China

Areas of Agreement between
the Democrats and Republicans

There are significant aspects of energy policy that both parties agree on. These include:
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® Domestic manufacturing tax credits
for clean energy equipment within the
IRA, due to the bipartisan support of
onshoring manufacturing. Trump railed
against these types of tax credits while
last in office but ultimately kept them, as
he did with the Blenders Tax Credit used
in alternative fuel production. History
shows Trump’s unwillingness to overturn
tax credits which are, ultimately, bringing
new investment and jobs to America.

® Fossil fuels in general as Trump’s cam-
paign has proposed increasing domes-
tic oil and gas production (especially by
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freeing up federal lands for development),
refilling the strategic petroleum reserve,
speeding up the approval of natural gas
pipelines and prioritizing blue hydrogen
(carbon capture-enabled). These policies
are more aligned with the Democrats
that one might think, with oil and gas
production from federal lands increasing
under Biden's tenure, despite initial oppo-
sition. In practice though, there has been
little correlation between the party affil-
iation of the President and the outcome
for fossil fuel production in the US, some-
thing we expect to continue.
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Conclusion

President-elect Trump's victory in the US elections represent a backward step for the energy tran-
sition compared to the “business as usual” scenario of a Harris victory. In our portfolio, we see his
victory as negative in particular for offshore wind players and lithium-ion battery manufacturers
with US operations. We see Trump’s victory as positive, however, for names exposed to the wider
theme of electrification, especially our electrical equipment manufacturers. It is worth remember-
ing, though, that the US is currently responsible for around 7% of global solar installations, around
8% of global wind installations, and around 11% of global EV sales. This is not to downplay what is a

critical growing market in the energy transition, but to provide context.

In considering the various routes available to him, we expect Trump will be able to support the
fossil fuel industry without being able to restrain the sustainable energy industry as much as he
might wish. With tariffs and domestic content definitions open to him, he will look to improve the
competitiveness and resilience of US manufacturing, but we do not see this as being particularly

negative for the outlook for sustainable energy in the United States.

After an initial period of uncertainty where debate about Trump's plans continue, we ultimate-

ly expect investment under the IRA to pick up once again. We note that there is a substantial
backlog of investment planned. According to the Financial Times, approximately 40% of major
manufacturing projects funded by the Inflation Reduction Act (IRA) have been delayed or paused
indefinitely in 2024, thanks partly to electoral uncertainty. Lifting the uncertainty around this
investment would have a significant pro-growth multiplier effect on the US economy, and the
growth would occur largely in Republican states. Thus, not only is it tough for the Trump admin-
istration to undo the IRA, but doing so is also likely to be unpopular and counterproductive. In our
assessment, this leaves a few attention-grabbing tweaks to the IRA as the most likely course of

action, just as it was for Obamacare.
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Important Information

Investors should consider the investment objectives, risks, charges and expenses carefully before
investing. For a prospectus or summary prospectus, please visit SmartETFs.com or call (866) 307-
5990. Read the prospectus carefully before investing.

Investing involves risk including the loss of principal. Please visit SmartETFs.com for specific fund

risks.

International investments may involve risk of capital loss from unfavorable fluctuation in curren-
cy values, from differences in generally accepted accounting principles or from social, economic,
or political instability in other nations. Emerging markets involve heightened risks related to the
same factors as well as increased volatility and lower trading volume.

Prices of energy, whether traditional or sustainable, may fluctuate or decline due to many factors,
including international political or economic developments, real or perceived, demand for energy
and sustainable energy, production and distribution policies of OPEC (Organization of Petroleum
Exporting Countries) and other oil-producing countries, energy conservation projects, changes in
governmental regulations affecting companies in the energy sector, including Sustainable Energy
companies, changes in technology affecting Sustainable Energy, and changes in tax regulations

relating to energy.

A decline in energy prices would likely have a negative effect on securities held by the ETF. The
ETF's focus on the energy sector to the exclusion of other sectors exposes the ETF to greater
market risk and potential monetary losses than if the ETF's assets were diversified among various

sectors.

Foreside Fund Services, LLC, distributor.
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