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In the fast-evolving landscape of battery technology, one historic fact that underscores
China's undeniable significance 1is the remarkable rise of Contemporary Amperex
Technology Co. Limited (CATL). what began as a modest venture 1in 2011 has transformed
into a powerhouse, solidifying China's pivotal role in the global battery market. CATL's
ascendancy reflects not only its relentless innovation and cutting-edge technology but
also the country's strategic focus on becoming an indispensable player in the world of
batteries.

This meteoric journey from obscurity to dominance exemplifies why cChina's presence
cannot be ignored when making investment decisions in the battery industry.

China’s market share

In 2022, china accounted for 77% of the world’s 1ithium-ion battery production capacity.
Between 2022 and 2027, this production capacity is expected to rise from 1,163 gigawatt-
hours (Gwh) to 8,945 Gwh, an eightfold 1increase in merely five years. And, although
several countries 1dincluding the US are expected to contribute to this capacity

expansion, China is 1ikely to maintain a dominant market share of 69% 1in 20271,

Figure 1: china’s dominance in battery manufacturing 2022-2027
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Source: Bloomberg New Energy Finance (BNEF) as illustrated by Vvisual Capitalist, January 2023. Forecasts are

not an indicator of future performance and any investments are subject to risks and uncertainties.

China’s dominance 1is not just Timited to battery manufacturing but extends to other
Tinks 1in the chain 1including raw materials 1ike battery-grade Tithium, and battery
components like electrolytes, separators, cathodes, and anodes.

The energy storage market

Trends in energy storage can almost be used as a proxy for a country or region’s focus
on renewable energy. According to Bloomberg New Energy Finance (BNEF), China’s top-down
compulsory requirement to pair storage with utility-scale wind and solar 1is contributing
to the notable expansion 1in cChina’s storage capacity which, in 2023, is expected to
witness a notable uptick (see Figure 2).

Figure 2: Global gross energy storage capacity additions by key market

wisdomTree.com * +44 (0) 207 448 4330 WISDOMTREF



WisdomTree INSIGHT ARTICLE

GW Buffer
120 RoW
“ MENA
Iberia
100 France
l Italy EMEA
u Other Europe
% l n UK
=i Germany
60 aml s India
= u Southeast Asia
= Japan
40 — u South Korea APAC
» Australia
u China
20 — I I I mCanada
— = Latin America AMER
0 ___,Eﬁ-.,l , I I aUS
2015 2020 2025 2030

Source: Source: BloombergNEF, as of 03 october 2023. Note: Buffer = headroom not explicitly allocated to an
application. MENA = Middle East & North Africa. Countries ordered by regional group. Buffer = headroom not
explicitly allocated to an application. Row = Rest of the World. Forecasts are not an indicator of future

performance and any investments are subject to risks and uncertainties.

The electric vehicle battery market

According to consultants wWood Mackenzie, who partner with wisdomTree on the
theme of battery solutions, total energy storage demand from electric vehicles
(EVs) over the next three decades is expected to tower above other sources of
demand. Based on their 2023 forecasts, battery storage demand from electric
vehicles could rise from 870Gwh in 2023 to over 6000Gwh by 2050.

It, therefore, makes a Tot of sense to consider the state of global EV battery
manufacturers when determining the importance of any country in the battery
market. According to Blackridge Research, 6 out of the top 10 EV battery
manufacturers worldwide are from China. This includes names 1like Contemporary
Amperex Technology Ltd (CATL), BYD, China Aviation Lithium Battery Ltd (CALB),

and Farasis Energy, among othersZ2.

CATL is a familiar name to most people around the world. One notable innovation
from this battery manufacturing behemoth was the Taunch of a battery swap
solution EVOGO in 2022. The technology 1is comprised of battery blocks, fast
battery swap stations, and an app. EVOGO is meant to be suitable for all types
of vehicles including passenger cars and commercial vehicles and is designed to
reduce range anxiety as well as upfront costs of vehicle ownership. At
wisdomTree, we believe battery swapping is an exciting emerging technology that
can complement other advances in battery manufacturing and could work well for
public transport Tlike buses as well as cars when they are used as taxis or
rentals.
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one of the biggest obstacles for battery swapping technology has been replacing
Targe and heavy batteries. CATL’s EVOGO solution is ideal as it is designed with
modular blocks allowing individual blocks to be replaced quickly and easily.

BYD (short for ‘Build Your Dreams’), is another company that is capturing
people’s attention around the world. It certainly did for warren Buffet’s
Berkshire Hathaway which bought BYD shares back in 2008. BYD has done incredibly
well in expanding its presence across the battery value chain, from being a
prominent battery manufacturer, to one of the biggest EV selling brand
worldwide. In August 2023, global sales of plug-in electric cars exceeded 1.2
million units, the third best monthly number ever. 6 out of the top 10 models

sold were BYD, thanks largely to the company’s strong local presence in china3.

The macro story
2023 has clearly not been a year for Chinese stocks. As of 23 October, the S&P
China 500 Index is down over 13% while the S&P 500 Index is up 10% year-to-date

(both in usD terms)?. china’s performance has been marred by disappointment over
China’s economic recovery which had investors around the world excited at the
start of 2023 when the country was emerging from COVID-19 Tlockdowns.

This negative sentiment has also hit the Chinese battery market. As of 23
october, the wisdomTree Battery Solutions Index (WTBSI) is down 16% year-to-

date, with chinese stocks making the biggest negative contribution to returns’.
WTBSI, which caps the weight of all countries except the US at 25% (with the us
capped at 50%) at each six-monthly rebalance, currently allocates its highest

country allocation to China (at just shy of 25%)°.

Given 1its dominance in the battery industry, China holding a high weight in a
battery value chain portfolio is not unreasonable. Recently, between the start

of 2020 and end of 2021, WTBSI was up 113% and china’, on account of its large
weight even back then, made the biggest contribution to this return among
countries.

The current macro headwinds in China have created a stark divide between stock
market performance and the underlying fundamentals of the battery industry. At
wisdomTree, we also believe that the negative sentiment towards China’s economic
fortunes this year may have bottomed out. Most recently, China’s economy grew
4.9% year-on-year in the third quarter of 2023, beating market forecasts of
4.4%. similarly, the all-important manufacturing purchasing managers’ index

(PMI) was in expansionary territory for both August and September®. while these
numbers don’t necessarily demonstrate a clear new uptrend in economic activity,
they do paint a more encouraging picture.

conclusion
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China is a powerhouse in the world of batteries and its dominant position is
represented by an array of rapidly emerging companies. Investors looking to
build an exposure that 1is truly representative of the space will be remiss to
ignore China’s significance. At wisdomTree, we believe markets have punished
China enough based on their disappointment over the country’s macroeconomic
performance this year. The weak performance of Chinese battery stocks this year
is inconsistent with the strong underlying trends in the industry. It is such
dislocations that could create potential opportunities for investors.
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View the online version of this article here.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been issued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our conflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tegal
advice.

This document is not, and under no circumstances is to be construed as, an advertisement
or any other step in furtherance of a public offering of shares or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) dinto the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where wisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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