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Introduction

As the world transitions towards a more sustainable future, there has been a surge in demand for
Electric Vehicles (EVs) and associated technologies. Private Equity and Venture Capital interest has

been growing in various sub-segments of the EV industry since 2017, encompassing not only EV
manufacturers but also battery technology, charging infrastructure, electric mobility solutions,
and software platforms. This sector represents a promising avenue for growth amid discussions
of technology disruption and environmental concerns surrounding fossil fuel vehicles. According
to an S&P article, PE and VC investments in the EV industry witnessed a significant leap in 2017
and have reached a staggering $9.45 billionwith 151 dealsin the first 10 months of 2022
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Let’s look deeper into the driving factors behind this bullishness of PE and VC firms:

Surging Electric Vehicle demand that is reshaping automotive landscape

The year 2022 witnessed a significant milestone in the transition to a more sustainable
future, with global sales of more than 10 million passenger EVs. It is expected that this number
will grow by 35% in 2023, reaching 14 million vehicles. Similarly, the penetration level of EVs is
projected to increase from 14% in 2022 to 18% in 2023. The majority of this growth is driven by
China, followed by the US and Europe. Emerging countries, such as India, Thailand, and
Indonesia, are also catching up as they experience robust growth in electric car sales, which
tripled to 80,000 units
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ESG-Driven Investments can unlock value in the EV Industry

According to an EEA report, GHG emissions from EVs are ~17-30% lower than those from
petrol and diesel cars. It is projected that by 2025, EVs could reduce emissions by 1.5 gigatons per
year, which is equivalent to the carbon output of more than 300 million cars. This demonstrates
that the EV sector can contribute to achieving sustainable development goals. By 2026, asset
managers are expected to have $33.9 trillionin ESG-related Assets under Management (AuM), up
from $18.4 trillionin 2021. ESG-oriented AuM is poised to grow at a much faster rate than the
overall market, as these investments generate higher yields. By investing in EVs and contributing
to sustainability, PE firms can create greater value for their investors

Regulatory Support
Governments across the globe are promoting the use of EVs with targets of 100% electric vehicle
share between 2020-2050, to achieve this various policy measures are being taken such as
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Sources: Bloomberg, International Energy Agency, PwC, European Environment Agency, Web search
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Evolving Technological Landscape of Electric Vehicles

The electric vehicle industry is currently witnessing innovative technological
breakthroughs, fueled by advancements in battery technology, automation, lightweight materials,
and high-speed charging infrastructure. These advancements are driving increased efficiency and
further enhancing the penetration of EVs. Within each category of technological advancement,

there are multiple emerging players that are reshaping the industry landscape
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Other Reasons

In addition to the factors mentioned earlier, there are other key drivers such as:

* IPO success of prominent players such as Lucid Motors, and Tesla in recent past which are
trading at high EV/sales multiples (CY23E: 12.3x, 8.8x respectively) shows that early investors
can grab great exits for their investment

» Reduction in price of electric vehicles particularly smaller EVs over time due to policy measures,
lithium prices and battery technology improvement

» EVinfrastructure which is a critical factor in driving EV demand. Both state and non-state
stakeholders are actively promoting the development of EV infrastructure

Kev Chall in the EV

* Lagging Charging Infrastructure: Most of the EV charging happens at home or workplaces

as the development of charging infrastructure is in early stages. The slow pace is partially due
to a global shortage of essential EV charger components and precious metals, such as lithium

Sources: TT Consultants, EV Magazine, Reuters, FactSet, Web search
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» High Upfront Cost of Electric Vehicles: While EVs are generally more affordable than ICE
vehicles, they are often priced higher than the same model in the ICE version. The primary
reason for this is the high cost of the battery, as the raw materials used in the battery and the
battery production process are expensive

« EV range Anxiety: One of the primary concerns when embarking on a long-distance ride in an
EV is how far one can travel before finding a charging station. While an EV's range is largely
determined by its battery pack and motor efficiency, it is also influenced by factors such as
weather conditions, driving speed, and traffic.

Outlook Ahead

As governments across the world strive towards Net Zero goals, there will be an increasing
focus on sustainable development, which will act as a key driving factor for the growth and
advancement of the EV industry. Governments are already pushing for the growth of EV
infrastructure through various policy measures. Additionally, technological advancementsin
battery technology and the improvement of charging infrastructure, are gradually expected to
accelerate

Conclusion

Private equity firms are displaying strong bullishness on the EV sector, driven by multiple
factors as we discussed before. The most significant factor is the surge in EV demand amidst the
energy transition and sustainability discussions. The expertise of PE professionals, combined with

their networks, will greatly benefit partner companies and the sector as a whole, ultimately
leading to a deeper penetration of Electric Vehicles

Drive investment opportunities through Evalueserve:

Evalueserve partners with private equity firms on every step of the deal lifecycle, offering
research and analytics support to drive accelerated opportunity identification, deal sourcing,
deep-dive industry analysis, due diligence, portfolio monitoring and exit support. Our expert
research professionals currently work with leading private equity firms to create significant impact
to their investment process. We also work with portfolio companies for certain ad-hoc
requirements helping them devise their growth strategies

Source: EV Magzine, WEF, Web search
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Evalueserve Disclaimer

Although the information contained in this publication has been obtained from sources believed
to bereliable, the author and Evalueserve disclaim all warranties as to the accuracy, completeness

or adequacy of such information. Evalueserve shall have no liability for errors, omissions or
inadequaciesin the information contained herein or for interpretations thereof.
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