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Electrification: The Innovator's Dilemma

Current plans for utilizing renewable energy as the most cost-effective solution to reduce
greenhouse-gas emissions look set to shake up many established business models

Almost thirty years ago, the business scholar Clayton
Christensen coined the term "The Innovator's Dilemma."" His
framework helps explain why even companies with a great
track record tend to struggle in coping with disruptive
innovations that redefine their markets.

Take incumbent utilities. Traditionally, managing electricity
demand or digitizing their services has rarely been among
their top priorities, nor did it need to be. Yet it is exactly these
types of skills and business models that will be as essential
as expanding capacity for the renewable transition to
succeed. Ideally, electricity production should take place
close to where and when it is needed, with demand
responding to intermittent renewable production. None of
this is going to be easy.? But the basic issues involved,
including the need for electricity storage and the potential of
electric vehicles and other “smart” devices to help smooth
intra-day demand at the regional or even local level, has been
recognized for decades.

Alas, as with any incumbents, the strength of utilities lies in
sustaining technologies. Typically, this means catering to the
needs of established, high-margin customers. The focus
tends to be on incremental improvements to enhance
existing products or services, rather than new niches..
Among utilities, this typically means adding capacity - and,
quite often, intentionally or unintentionally hindering
innovations that would disrupt their traditional business
models.® The Innovator's Dilemma can help explain why
countries that tried to push forward with their energy
transition comparatively early tended to see incumbent utility
companies resisting such necessary changes as “smart”
metering.

By contrast, disruptive technologies* tend to be initially
inferior for mainstream uses. Newcomers tend to focus on
small, initially quite marginal niche segments neglected by
incumbents. An excellent example concerns cars, even if it
happens to be from 100 years ago. Well into the 1920s,
sophisticated customers much preferred their nearly silent,
easy-to-control and reliable electric cars. By comparison,
early cars powered by internal combustion engines were

seen as inconvenient, dirty and not very reliable.® Thanks to
the electrification of car assembly lines and related product
and process innovations, though, those high-emission gas
guzzlers could soon be produced en masse, very cheaply.®
Ever since, they have been the sustaining technology of
legacy carmakers, which organized their organizations and
processes around it

Electrification of car assembly lines eventually helped spell
the end, until quite recently, for electric cars. This episode
highlights as disrupting, enabling technologies
improve, they tend to shake up many established business
models in unpredictable ways. To take a more recent
example, when the iPhone was introduced, it was by no
means clear that it would create new competition for taxi
companies.

how,

Transportation is the only major sector globally where
carbon emissions continue to rise (see chart), even in regions
such as Europe that are otherwise advancing well on their
journey towards net zero.® Governments and investors
increasingly see it as an urgent priority. The distinction
between sustaining versus disruptive technologies should
make them cautious as to their ability to predict and pick
potential winners. “Amid all the uncertainty surrounding
disruptive technologies, managers can always count on one
anchor: Experts’ forecasts will always be wrong."?

Carbon emissions by sector: Transportation still increasing
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Source: Emissions Database for Global Atmospheric Research as of November 2023

This information is subject to change at any time, based upon economic, market and other considerations and should not be construed as a recommendation. Past performance is not
indicative of future returns. Forecasts are not a reliable indicator of future performance. Forecasts are based on assumptions, estimates, opinions and hypothetical models that may prove

to be incorrect. Source: DWS Investment GmbH.
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Footnotes

T Christensen, C. (2003 ed.) "The Innovator's Dilemma: When New Technologies Cause Great Firms to Fail," Harper Business Essentials; the di-
lemma arises in terms of identifying how and why “planning better, working harder, becoming more customer-driven, and taking a longer-term
perspective" can, in the face of disruptive technological changes sometimes lead to failure of previously successful firms. (p. xxii)

2 Getting the most out of tomorrow’s grid requires digitisation and demand response (economist.com), The electric grid is about to be transformed
(economist.com) and, to get an idea of how long many of the innovations now finally being implemented have been known and talked about, The
dawn of micropower (economist.com)

3 0n Germany in particular, see: Article | bne - Bundesverband Neue Energiewirtschaft e.V. (bne-online.de) and Smart Meters, Sluggish Policy? Ger-
many Rejects Fast Smart Meter Rollout | Greentech Media

4 As we explain in this article, disruptive technologies are, to quote Christensen, ibid., and keeping in mind that this was written in the 1990s p.
(xviii) "bring to market a very different value proposition than had been available previously. (...) In the near future, ‘Internet appliances’ may become
disruptive technologies to suppliers of personal computer hardware and software.”

5 According to car industry folk memory, those sophisticated fans of electric cars very much included Henry Ford's wife. See, for example, As elec-
tric motors improve, more things are being electrified (economist.com)

6 The shift in production technology towards interchangeable parts with subdivided labor and fluid movement of materials was only possible thanks
to electrification. See: Gas-Steam Engine, 1916, Used to Generate Electricity at Highland Park Plant - The Henry Ford

7 Another, long lasting effect was how increasingly gigantic corporations enterprises came to be organized, with GM serving as an early role model.
See, for example, McChrystal S., Collins, T., Silverman, D. and Fussell, C. (2015), Team of Teams: New Rules of Engagement for a Complex World,
Penguin, pp. 188-198

8 For more details, also see: https://www.dws.com/en-gb/insights/global-research-institute/transforming-transportation/

9 Christensen, C. ibid, p. 178 (italics in the original)

Important information - EMEA, APAC & LATAM

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering products or services are specified in the
relevant documentation. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively “DWS”) are communicating this document in
good faith and on the following basis.

This document is for information/discussion purposes only and does not constitute an offer, recommendation or solicitation to conclude a transaction and should not be treated as
investment advice.

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations requiring the impartiality of financial analysis
or prohibiting trading prior to the publication of a financial analysis.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical
performance analysis. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking statements. Past performance is no guarantee of
future results.

The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, completeness or fairness of such information. All third
party data is copyrighted by and proprietary to the provider. DWS has no obligation to update, modify or amend this document or to otherwise notify the recipient in the event that any
matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks. Detailed information on risks is contained in the relevant offering documents.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of assumptions which may not prove valid.
DWS does not give taxation or legal advice.

This document may not be reproduced or circulated without DWS's written authority.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction,
including the United States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS to any registration or licensing
requirement within such jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to
observe, such restrictions.

For institutional / professional investors in Taiwan:

This document is distributed to professional investors only and not others. Investing involves risk. The value of an investment and the income from it will fluctuate and investors may not
get back the principal invested. Past performance is not indicative of future performance. This is a marketing communication. It is for informational purposes only. This document does
not constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell or a solicitation of an offer to buy any security. The views
and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the time of publication. Certain data used are derived from
various sources believed to be reliable, but the accuracy or completeness of the data is not guaranteed and no liability is assumed for any direct or consequential losses arising from their
use. The duplication, publication, extraction or transmission of the contents, irrespective of the form, is not permitted.

© 2023 DWS Investment GmbH

Issued in the UK by DWS Investments UK Limited which is authorised and regulated in the UK by the Financial Conduct Authority.
© 2023 DWS Investments UK Limited

In Hong Kong, this document is issued by DWS Investments Hong Kong Limited. The content of this document has not been reviewed by the Securities and Futures Commission.
© 2023 DWS Investments Hong Kong Limited

In Singapore, this document is issued by DWS Investments Singapore Limited. The content of this document has not been reviewed by the Monetary Authority of Singapore.
© 2023 DWS Investments Singapore Limited

In Australia, this document is issued by DWS Investments Australia Limited (ABN: 52 074 599 401) (AFSL 499640). The content of this document has not been reviewed by the Australian
Securities and Investments Commission.
© 2023 DWS Investments Australia Limited

as of 11/23/23; 098750 _1(11/2023)

Important information — North America

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment products, or DWS Investment Management
Americas Inc. and RREEF America L.L.C., which offer advisory services.
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This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before making an investment decision, investors
need to consider, with or without the assistance of an investment adviser, whether the investments and strategies described or provided by DWS, are appropriate, in light of their particular
investment needs, objectives and financial circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not intended to constitute an offer,
recommendation or solicitation to conclude a transaction or the basis for any contract to purchase or sell any security, or other instrument, or for DWS to enter into or arrange any type of
transaction as a consequence of any information contained herein and should not be treated as giving investment advice. DWS, including its subsidiaries and affiliates, does not provide
legal, tax or accounting advice. This communication was prepared solely in connection with the promotion or marketing, to the extent permitted by applicable law, of the transaction or
matter addressed herein, and was not intended or written to be used, and cannot be relied upon, by any taxpayer for the purposes of avoiding any U.S. federal tax penalties. The recipient
of this communication should seek advice from an independent tax advisor regarding any tax matters addressed herein based on its particular circumstances. Investments with DWS are
not guaranteed, unless specified. Although information in this document has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or
fairness, and it should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our judgment on the date of this report, are subject to change
without notice and involve a number of assumptions which may not prove valid.

Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible delays in repayment and loss of income and principal invested. The
value of investments can fall as well as rise and you may not recover the amount originally invested at any point in time. Further-more, substantial fluctuations of the value of the investment
are possible even over short periods of time. Further, investment in international markets can be affected by a host of factors, including political or social conditions, diplomatic relations,
limitations or removal of funds or assets or imposition of (or change in) exchange control or tax regulations in such markets. Additionally, investments denominated in an alternative
currency will be subject to currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the investment. This document does not identify
all the risks (direct and indirect) or other considerations which might be material to you when entering into a transaction. The terms of an investment may be exclusively subject to the
detailed provisions, including risk considerations, contained in the Offering Documents. When making an investment decision, you should rely on the final documentation relating to the
investment and not the summary contained in this document.

This publication contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, projections, opinions, models and hypothetical
performance analysis. The forward looking statements expressed constitute the author’s judgment as of the date of this mate-rial. Forward looking statements involve significant elements
of subjective judgments and analyses and changes thereto and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual
results may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the reasonableness or completeness of such forward looking
statements or to any other financial information contained herein. We assume no responsibility to advise the recipients of this document with regard to changes in our views.

No assurance can be given that any investment described herein would yield favorable investment results or that the investment objectives will be achieved. Any securities or financial
instruments presented herein are not insured by the Federal Deposit Insurance Corporation (“FDIC”) unless specifically noted, and are not guaranteed by or obligations of DWS or its
affiliates. We or our affiliates or persons associated with us may act upon or use material in this report prior to publication. DB may engage in transactions in a manner inconsistent with
the views discussed herein. Opinions expressed herein may differ from the opinions expressed by departments or other divisions or affiliates of DWS. This document may not be reproduced
or circulated without our written authority. The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries. This document is not
directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United
States, where such distribution, publication, availability or use would be contrary to law or regulation or which would subject DWS to any registration or licensing requirement within such
jurisdiction not currently met within such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions.

Past performance is no guarantee of future results; nothing contained herein shall constitute any representation or warranty as to future performance. Further information is available
upon investor’s request. All third party data (such as MSCI, S&P & Bloomberg) are copyrighted by and proprietary to the provider.

For Investors in Canada: No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or the merits of the securities described herein
and any representation to the contrary is an offence. This document is intended for discussion purposes only and does not create any legally binding obligations on the part of DWS Group.
Without limitation, this document does not constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you should
rely solely on the final documentation relating to the transaction you are considering, and not the [document - may need to identifyl contained herein. DWS Group is not acting as your
financial adviser or in any other fiduciary capacity with respect to any transaction presented to you. Any transaction(s) or products(s) mentioned herein may not be appropriate for all
investors and before entering into any transaction you should take steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the
appropriateness of the transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transaction. You should also
consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction with DWS Group you do so in reliance on your own judgment. The
information contained in this document is based on material we believe to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions,
estimates and opinions contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections are based on a
number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. The
distribution of this document and availability of these products and services in certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part,
without our express written permission.

For investors in Bermuda: This is not an offering of securities or interests in any product. Such securities may be offered or sold in Bermuda only in compliance with the provisions of the
Investment Business Act of 2003 of Bermuda which regulates the sale of securities in Bermuda. Additionally, non-Bermudian persons (including companies) may not carry on or engage
in any trade or business in Bermuda unless such persons are permitted to do so under applicable Bermuda legislation.

© 2023 DWS Investment GmbH, Mainzer LandstraRe 11-17, 60329 Frankfurt am Main, Germany.
All rights reserved.

as of 11/23/23; 098751_1(11/2023)
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