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Towards the end of July, the climate 
space received some significant 
news as the Democratic Party 
passed the Inflation Reduction 
Bill. The bill devotes $370 billion 
to clean energy initiatives and 
will speed up the transition from 
fossil fuels. It’s the boldest climate 
package in the country’s history 
and about four times as large as the 
incentives contained in President 
Obama’s American Recovery and 
Reinvestment Act. The bill’s passing 
was a dramatic surprise as Sen. Joe 
Manchin and Sen. Kyrsten Sinema, 
a pair of long-time holdouts, threw 
their support behind it with only 
a few compromises. The bill now 
heads to the House in early August 
for a vote, which will send it to 
Biden’s desk for his signature.

What the bill includes: 

•  $369B total will be spent 
on tax credits to incentivize 
the manufacturing of clean 
energy, the manufacturing 
and consumer use of electric 

vehicles (EVs), and consumer 
investment in clean energy 
for homes. It will also address 
the impact of pollution in 
different places and help 
provide grants for communities 
that have historically faced 
the consequences of other 
infrastructure projects.

•  The bill tackles emissions in the 
transportation sector, the largest 
contributor to pollution:

 −  It aims to clean up the car 
industry by providing tax 
credits for new and used EVs. 
The objective is to bring down 
the cost of EVs for everyone, 
making energy-efficient cars 
more affordable to low- and 
middle-income earners. 

 −  There are also credits for 
manufacturers to produce EVs.

 −  There are rules in the EV tax 
credit section stipulating 
that more car parts must be 
produced in the US, which will 
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Obama’s American Recovery 
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ratchet up over time. So over 
the next decade, we’ll ideally 
see more parts manufactured 
and more cars assembled in the 
US (which also goes to Biden’s 
promise to create more jobs). 

•  The bill also targets the power 
sector, which is key to moving 
towards net zero. 

 −  The biggest spending in the bill 
is on solar and wind tax credits 
to grow the US's very small 
offshore wind industry. 

  •  This extends existing wind and 
solar tax credits by ten years. 
Without this stipulation, many 
wind and solar tax credits 
would expire this year. These 
credits also provide some 
future certainty for businesses 
on their growth – growth that's 
needed to ensure the growth 
of the clean energy sector as a 
whole. 

 −  The investment in solar and 
wind ensures we have a cleaner 
grid, and we’re not just, for 
example, plugging EVs into a 
grid powered by coal.

 −  Economic modelling has shown 
that without this spending, there 
could still be some coal in the 
grid in the next decade, which 
needs to get to zero by 2030 to 
reach targets. 

 −  The bill also targets reducing 
methane emissions from the 
oil and gas sector by invoking 
a methane fee and fine for oil 
and gas operators. This is the 
first industry-wide fee that 
aims to reduce this type of 
GHG (methane pollutes up to 
86 times more than CO2 over a 
20-year period, so it’s essential to 
reduce). 

•  The bill also includes the US’s first 
national green bank. This is the 
first federal, quasi-private/public 
bank with a social mission to 
boost clean energy by increasing 
investment and spending in all 
sorts of clean energy sectors. 
The bank will also dedicate a 
portion of its funds to low-income 
communities. While this is the 
US’s first National green bank, 
other countries like the UK have 
had national green banks for 
some time which have been 
instrumental in building offshore 
clean energy infrastructure 

Compromises made to convince 
Manchin and Sinema to support  
the bill: 

•  The guarantee of more new 
oil and gas leasing from Biden 
administration.  

•  A side deal where the Senate will 
consider a separate bill that looks 
at speeding up permitting for 
fossil fuel projects.

•  The removal of the carried interest 
clause – a tax break that benefits 
high-income taxpayers.

Outcome:

•  The bill is a rebranded version of 
the Build Back Better Plan, only 
significantly paired down. At 
least it has the potential of being 
legislated. 

•  The bill can pass without 
Republican support, which is 
essential as they strongly oppose it. 

•  The bill could change a bit between 
now and the final vote based on 
the parliamentarian process, so it’s 
important to keep tabs on it. 

•  Bottom line: If the bill works as 
intended, it will push Americans 
away from using fossil fuels in 
all parts of their economy. The 
Inflation Reduction Act could 
reduce US greenhouse gas 
emissions to 31-44% below 2005 
levels by 2030. Although this 
doesn’t meet the emissions goal 
set by President Biden, it could 
bring the country closer, making 
it possible for extra regulatory 
actions to meet the mark. 

•  For investors, the bill means 
massive inflows to clean energy 
sectors, of which CLMT is well-
positioned to take advantage.
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Note: The shaded areas reresent the spread in the forecasts of the three research teams.
Sources: Energy Innovation: Policy and Technology/REPEAT Project (Princeton University)/Rhodium Group
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CLMT HAS A BROAD MANDATE 
DRIVEN BY IN-DEPTH 
FUNDAMENTAL ANALYSIS
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For the month of July, the 
fund returned +15.7% off 
the back of Joe Manchin's 
announcement of the 
Inflation Reduction Act, 
which had a significant 
positive impact on many 
clean energy names, 
including solar and fuel 
cell technologies. 

All data sourced from Bloomberg unless otherwise noted.
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FUND PERFORMANCE
For the month of July, the fund 
returned +15.7% off the back of Joe 
Manchin's announcement of the 
Inflation Reduction Act, which had a 
significant positive impact on many 
clean energy names, including solar 
and fuel cell technologies. Other 
outperformers include Vermilion 
Energy, which is a beneficiary of 
elevated European natural gas, as 
well as Cameco's positive outlook 
in the Uranium market. The largest 
detractor last month was BYD 
Co., with the rumours of Berkshire 
potentially exiting their stake.

FUND PERFORMANCE

PURPOSE MULTI-ASSET 
INCOME FUND 1 MONTH 3 MONTHS 6 MONTHS YTD 1 YEAR 3 YEARS 5 YEARS SINCE INCEPTION

Series A 15.58% 7.13% 22.98% 4.73% 4.64% - - 1.06%

ETF 15.69% 7.46% 23.71% 5.45% 5.96% - - 2.37%

Series F 15.69% 7.45% 23.70% 5.44% 5.96% - - 2.37%

ALL PERFORMANCE DATA AS AT JULY 31, 2022


