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Long or short, Hamish Mackenzie?

The Head of infrastructure, Europe & Debt, looks at this interesting sector

Are valuations for large unlisted infrastructure businesses rising?

B Large, maturs infrastructure businesses are currantly
attractive investmants for institutionsl investors and soversign
wealth funds seeking yigid. Thiv, combined with high levels of
“dry powder” {available funds) in large, global infrestructure
funds and somes aggressive capitst depioyment has pushed
up valuations at the top end of the market, lowering implied
raturns. investors may want instaad 1o focus on madiume-sized
Investments and more complax sstustions, whare thare Is less
compatition for investrment.

Should Environmental, Social and Governance (ESG) issues
always be considerad?

PEE investment decisions that may result e anvironmantal

or other social issues pose a reputational risk to investors

and ultimately 1o shareholdaer raturns,. Tha Deutsche Asset &
Wealth Managemant Infrastructure taam therefors evaluatas
potential ESG issues as part of risk management throughout
the irvestment process. These may cover a wide range of tepics
- trom anergy, water, amissions, and waste managamant 1o
falbor and health & safety — and nesd 1o bé considersd across
1he whola investment ifecycle, so we can be confidernt about an
investment's longewvity.

Will new regulations impact European life insurance companies’
infrastructure invastmeants?

B Tha introduction of Solvency Il in 2076 will affect how
Europaan life insurance companias consider infrastructura
aquity as an asset class, Recently, the Eurepean insurance and
Cecupational Pension Authority (EIQPA} proposed reducing
capital charges for infrastructure investment, something which
could lead te insurance companies allacating more funds to
infrastructure. Thare Is still some uncertainty surrounding
Sowvency |, as proposad regulatony reguiramants ars yat to be
fuelly phased in, but we beligve that the introduction of mora
stringent regulatory requirements is likely to further support,
rather than discourage, these companias’ investmant in
intrastructure.
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Can infrastructure investment be fully de-linked from political
rigk?

ERESE Business exposure to politicsl developmaents can vary
significantly from one country (and sector] 1o anothar, Such

risk can have a particular impact on infrastructura-investment
returmig, as revanue hare can be dependent on a government
contract or concassion, or a regulatory framework. A mature
ragulatory framawork, supported by an indapandant regulator

-~ sEan ih some Eurcpesn core markets [2.g. the U} - can offer
a degres of protaction fram political evants and thus greater
visibifity on investent returns. Full delinking of returns from
political sk is not abways possible but a detailed understanding
of raguilation, deveioped through experience and often active
lang-term relationships with regulstors, as well as of the palitical
econamy of the host country, is fundamental and can help
mitigate such risk,

Are megatrends important in the short term for infrastructure
investment?

Asida from technological change, savaral othar
miegatrands ifor axample involving social and environmeantal
changpal are likely to influanoe infrastructure investment in the
madium to fong term. Butinvestors should be thinking about
these factors now, due to the presertvalie implications of these
longer-term trends
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Past parformance is not indicative of future returns.,

MNo assurance can be given that any forecast, investment
objectives andfor expactad ratums will be achieved. Alloeations
ara sublect 1o change without notice, Forecasts are based on
assumptions, estimates, opinions and hypothatical modeis that
may prove to ba incorract.

Offers and sales of alternative investments are subject to
ragulatory requirements and such invastmants may be availabla
anly to invastors who are "Cuslified Purchassers™ as definad

by thie LS, Ivestmant Company Act of 1840 and " Accradited
Investors” as defined in Regulation D of the 1933 Securities

Agt, Alternative investments may be speculstive and involvs
significant risks including illiguidity, heightened poterntial for loes
and lack of transparancy.
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