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1. INTRODUCTION
Prior to February of last year, a global pandemic was not on forecasters’ radar screen - or anyone else’s, although
it proved to be the defining event of 2020. With borders shut, movement restricted and most people and
businesses forced into lockdowns starting in March 2020, global economies were plunged into deep recession,
further exacerbated by a shock in oil prices as a result of production and geopolitical disputes between OPEC
members. In April, American oil futures became negative for the first time in history, followed by a recovery in
Q3 and Q4 of 2020 fueled by optimism over the rollout of the Covid-19 vaccines.

Amidst the turmoil,

infrastructure was a relative safe haven for most investors, but even this resilient asset class didn’t come out
completely unscathed with EDHECinfra’s infra300 index, which tracks a global sample of unlisted infrastructure
equity investments worth approximately US$180 billion, suffering a ~3.7% year-on-year hit to total return (change
in capital value and cash yield).
With the rollout of vaccines underway, the world is seeing early signs of recovery and infrastructure is expected
to take a front and center role, globally, in the post-Covid-19 recovery. Infrastructure is crucial for crisis recovery.
Indeed, the pandemic has highlighted the role of infrastructure and provided further momentum to megatrends
which were already underway, including promoting digitalization, energy transition and transport
decarbonization. The pandemic may also alter infrastructure policies, such as deprioritizing mass transit and
placing greater emphasis on the densification of digital infrastructure, and sustainability is also likely to become
a more dominant theme.

2. PRIVATE INFRASTRUCTURE FUNDRAISING
The strong trend of private infrastructure fundraising growth, a dominant theme in recent years, saw some
reversal in 2020 as the industry reacted to the profound impacts of COVID-19 on markets and investor portfolios.
The year started off strong, with fundraising in H1 outpacing the same record-breaking period last year. However,
activity levelled off during the second half of the year as the widespread impacts of COVID-19 created fundraising
headwinds on a global scale. In total, $102.6 billion was raised by 81 infrastructure funds in 2020 relative to $120.6
billion across 102 funds in 2019.
Despite a moderate slowdown in fundraising activity in 2020, early signals indicate a strong start to 2021, with
356 funds currently in market seeking to raise $207 billion in the year ahead. Among them are a number of large
funds, including 10+ funds with target sizes in excess of $4.0 billion. Both the number and aggregate fundraising
target of funds in market are well ahead of the same period last year, a testament to the increasing maturity of
the asset class as it becomes an established component of investors’ portfolios.
Unlisted Infrastructure Fundraising (2015 – 2021)
2021: $207bn sought by
356 funds in market

Source: Infrastructure Investor

2020 saw a continuation of the multi-year trend towards capital consolidation, with the 10 largest fund closes
accounting for more than half of total capital raised during the year. Brookfield Infrastructure Fund IV alone
accounted for ~19% of total value. Managers have significantly increased the size of their funds over time, with
average fund size reaching an all-time high of $1.3 billion in 2020, compared to a previous record of $1.2 billion
the year prior. The result is the growing dominance of a small number of mega -funds that are diverting capital
away from smaller GPs and contributing to a steady decline in the number of funds in market despite growing
investor demand for infrastructure.
Capital concentration is illustrated in the chart below, which shows the ten largest funds accounting for 37% of
the total capital sought by the 356 funds in the market as of January 2020.
Ten Largest Funds in Market by Target Size (January 2021)
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Despite the moderate decrease in fundraising activity in 2020, infrastructure continues to enjoy a run of relative
fundraising success. In part, this is driven by re-investment from early supporters of the asset class who have
been rewarded through healthy return of capital, delivered in record amounts in recent years as early vintage
infrastructure funds reach the end of their respective terms and begin to liquidate. Investor interest has only been
reinforced through the events of the last year whereby the defensive characteristics of infrastructure assets were
on full display in many investors’ portfolios, proving out the underlying in vestment thesis behind many
institutional infrastructure allocations.
Consistent with prior years, the largest proportion of funds in market consisted of multi-regional generalist
strategies focused on developed markets. Nevertheless, there was an increase in the number of sector specialists
that came to market in 2020. Among sector specialists, energy and renewables was a pervasive theme, comprising
more than half the capital raised by specialist funds for the year. Digital infrastructure strategies also had a strong
showing, second only to energy and renewables. When considered in the context of infrastructure investment
performance during the year, this is unlikely to be a surprise. Throughout the pandemic, renewable energy and
digital infrastructure cemented their position as key segments of the infrastructure asset class, producing some
of the strongest performance over the most turbulent quarters of 2020.
Though the proportion of multi-regional funds in market has increased relative to the same period last year, a
meaningful number of geographic specialists are in market today. In particular, recent years have seen a rise in
strategies targeting geographies outside traditional European and North American markets. As of January 2021,
strategies targeting Asia Pacific and Rest of World comprised ~10% of the market’s aggregate fundraising target.
Moving into 2021, there is a wide opportunity set for managers willing to explore new sectors and markets that
are largely still untapped.

3. IMPACT OF COVID-19
The 2020 coronavirus pandemic has pushed the global economy into the sharpest and fastest economic
contraction since the Great Depression. The disruption is still ongoing as new COVID-19 cases have been rising
since the start of this year, resulting in tighter lockdowns. Nevertheless, the rollout of vaccines has begun in many
advanced economies, and is expected to lead to an improvement of the situation over the coming months.
Infrastructure assets have generally played a defensive role in investors’ portfolios throughout 2020, to the credit
of the underlying investment thesis behind many institutional infrastructure allocations. At the same time, certain
infrastructure assets have been deeply affected by recent turbulence, a reminder that the asset class is not entirely
immune to broader macroeconomic trends. Transportation and midstream assets have been the losers of the

crisis while telecommunication, contracted or regulated sectors and energy transition assets have reaped rewards
during the period.
It’s worth noting that – while the impacts of COVID-19 have been disproportionately shouldered by certain sectors
– many of the underlying challenges are not sector-specific. Although midstream energy has experienced a
difficult year by most measures, certain assets with take-or-pay contracts from highly creditworthy offtakers have
proven to be strong performers. Similarly, certain transportation assets have benefitted from strong government
or regulatory support due to their essential nature even as volumes have faltered. In the power generation sector,
merchant facilities have experienced significant challenges while their contracted counterparts generally have not.
In many cases, the assets with the strongest infrastructure characteristics have benefitted.
Through the pandemic, newer infrastructure sectors have also cemented their position as key segments of the
asset class. Indeed, some of the strongest performance over the past year has come from sectors that were in the
early innings during the Global Financial Crisis – namely, digital infrastructure and renewable energy.

4. MARKET OVERVIEW BY SECTOR
Faced with a global pandemic, an oil price shock and a crash of the global economy, infrastructure assets have
shown considerable resilience given their well-defended revenues and essential nature. Certain sub-sectors,
particularly transport and energy (namely, commodity-linked assets including midstream energy and
uncontracted power generation) faced acute pressures from reduced demand and a drop in prices, the latter
more so in the case of energy. Despite that, these sectors showed early signs of recovery towards H2 2020 as a
number countries began to gradually re-open their economies. Towards the beginning of the pandemic,
timelines of greenfield projects were slightly impacted as they were forced to suspend construction. However,
governments globally soon realized the vital nature of infrastructure projects and the necessity for their successful
completion, and classified them as essential, issuing them with permission to continue operation.
Markets are now beginning to embark on the road to recovery where infrastructure will undoubtedly play a
central role in both developed and emerging markets. Moreover, as a result of unprecedented monetary and
fiscal response from central banks and governments worldwide, capital market valuations have recovered rapidly
after seeing the steepest drop on record in the early days of the pandemic. These actions prevented the global
economy from falling into a depression and has also helped the faster-than-expected economic rebound.
Following the rally, valuations for many asset classes are back at pre-pandemic elevated levels. While these
elevated prices can, to a degree, be rationalized on the basis that interest rates are likely to remain reasonably
low for an extended period of time, caution is warranted and valuations are anticipated to be susceptible to
changes in discount rates and future growth expectations.

Energy and Non-renewable Power Generation: This sector remains the largest contributor to transaction volumes
in 2020, with the largest share in North America. However, deal activity in this sector in percentage terms declined,
accounting for 35% in 2020 compared to 41% in 2019. The appetite for energy sector investments has continued
to decline since 2015, mostly in favor of an increased interest in renewables.
The year saw a decrease in gas midstream asset transactions, although this was more than offset by an increased
investment in LNG export terminals, which soared from 13% to 34% of energy deal value in 2019 and 2020,
respectively. On the other end of the spectrum, oil midstream investments saw the largest year-over-year
decrease down from 22% to 2% of deal flow value in 2019 and 2020, respectively. Within the power generation
sector, coal-fired and gas-fired project deal volumes dipped, while electricity distribution projects increased. This
has further demonstrated the shift away from traditional power sources into more efficient natural gas generation
and cost-competitive distributed renewables.
The reduced deal volumes in oil & gas are also coupled with a downward adjustment in valuation in 2020, as
investors take a more cautious view on the long-term sustainability of such assets in the face of an increasingly
ESG-conscious investor base, making assets in this sector increasingly exposed to the risk of being stranded. It is
expected that, over the coming years, energy transition and decarbonization will continue to drive the closure of
coal generation and put pressure on gas assets.
Renewable Power: Growth in this sector remains uninhibited, attracting infrastructure investors globally who are
seeking defensive assets benefitting from a favorable regulatory environment with which to boost their ESG
strategy. Indeed, in a particularly tumultuous year which inflicted long-lasting damage on global business, the
resilience of renewables has been put to the test - and it did not disappoint, emerging as the only energy source
to grow in 2020 despite a dwindling demand in energy and an initial halt to greenfield renewable projects in H1
2020 as a result of lockdown measures.
Renewables are poised to continue their growth, becoming cheaper than existing fossil plants within the next
decade and making up more than 50% of global generation by 2035. The continued decline in the levelized cost
of renewables will largely be driven by solar PV and onshore wind where Latin America and India are expected
to continue to offer attractive investments in this sector in the future.
Governments are continuing to push for the retirement of thermal capacity in favor of green infrastructure
investment strategies as evidenced by 450 cities world-wide signing up to the UN’s Race to Zero Campaign,
further boosted by The European Green Deal in the EU, and President Biden’s promise to spend up to US$2
trillion on green infrastructure. Private capital has an important role to play in meeting these targets and as such,
the allocation into green assets of infrastructure funds is expected to grow by a fifth by 2022.

The rise of renewable generation will bring about growth in adjacent sectors such as energy storage and energy
efficiency in order to deal with the problem of intermittency, grid reliability and price volatility. In particular, it is
anticipated that the continued decrease in storage costs over the coming years will yield a wide rollout of
combined storage and renewable facilities. As such, greenfield renewable projects are expected to be developed
with storage facilities on-site and brownfield projects retrofitted with storage as investors seek to hedge the
power price volatility that will be brought about by an ever-increasing renewable capacity.
Transportation: Transportation assets with revenues linked to variable volumes have experienced a meaningful
impact from Covid-19 due to lower demand and sensitivity to movements in GDP. Passenger transport
experienced the most severe disruption, but even freight was negatively impacted as a result of contracted
industrial production. Although the near-term outlook for the transportation sector is expected to be generally
negative, assets with negligible exposure to traffic risk, including those underpinned by availability contracts, have
continued to exhibit strong performance. Certain assets saw early signs of recovery towards the end of 2020 as
volumes returned. Lenders demonstrated a degree of lenience towards businesses experiencing liquidity
shortages as a result of dramatically lower traffic volumes, providing covenant holidays and similar supports that
signal a generally positive view surrounding the sector’s long-term outlook. Longer-term traffic recovery remains
contingent upon recovery in the broader economy and the speed of vaccine rollout. Permanent changes to travel
customs, and particularly global air travel, are expected to emerge as travel resumes following the crisis, which
could affect longer term traffic levels.
In the long-term, transport is expected to emerge as a thriving sector as a consequence of returning passenger
volumes and supportive government policy. The public transport and rail sectors are expected to shift even more
so towards sustainability and decarbonization megatrends which will be driven by government policy that will
shift freight from road to rail, increase investment in modernizing or replacing old fleets, expanding electrification
and encouraging digitalization, including sensors and 5G to improve operational efficiency and increase safety
and capacity.
Despite a Covid-19-induced move towards deglobalization, future growth in the port and airport sectors is
anticipated. Ports, with a focus on freight rather than cruise liners, are likely to see the fastest recovery. A sluggish
demand for oil and fuels in 2021 is likely to make ports focused on oil tankers worse off than those with exposure
to container liners and dry-bulk operators. Airports, despite continuing to suffer the likely long-lasting halt of
business travel, are expected to see future growth primarily driven by the substantial expansion of the emerging
markets.
Telecommunications and Digital Infrastructure: Digital infrastructure assets have generally benefitted as a result
of the current environment. Propelled by the marked increase in remote working practices and associated growth
in data consumption, many digital infrastructure businesses have experienced significant demand growth,

accelerating an already strong secular trend. Although certain assets with material roll-out strategies were initially
impacted by logistical challenges relating to the lockdown environment, installation activity has started to resume,
and forgone demand is expected to be delayed rather than lost.
The surge in data volumes resulting from Covid-19 will have a long-lasting impact that will continue to put data
centers and fiber networks in high demand. In Europe in particular, a shift from hubs to small-scale edge data
centers is expected, which will reduce delays, as well as a rollout of fiber to isolated urban and rural areas, to
meet the European Commission’s objective of achieving 100Mbps for all European households by 2025.
Furthermore, mobile network operators are anticipated to resume the addition of telecom tower capacity in a
bid to improve network coverage. This is expected to yield growth in the telecom sector, underpinned by the
deployment of 5G technology which, owing to its shorter wavelength, will necessitate a higher density of telecom
towers.

5. EMERGING TRENDS IN INFRASTRUCTURE
Apart from the macro and industry trends driving the main sectors of the infrastructure asset class, there are a
number of underlying trends that influence the dynamics of the sector’s evolution. A few of those trends
anticipated to have a big impact over the coming decade have been highlighted below.
Climate change and sustainability: In 2019, the climate topic took center-stage as protests held by citizens around
the world intensified, channeling discontentment at what they saw as an insufficient response from their
governments to the climate crisis. Although street protests faded as the 2020 global pandemic imposed lockdown
measures, this paved the way for congestion-free streets and cleaner air in an otherwise polluted environment,
which brought the issue of climate back into focus.
Some governments have already begun responding to calls to resolve the climate crisis, with the US rejoining the
Paris Agreement and major economies committing to net zero targets: Japan, the EU and the US by 2050 and
China by 2060. Infrastructure could likely be the key player in achieving these targets as it is responsible for
around 70% of all carbon emissions, primarily through the energy and transport sectors and the production of
materials, such as cement and steel. Infrastructure investors are taking a very active role in addressing these
concerns and are demanding that managers take some substantive steps towards implementing meaningful ESG
measures. It is now estimated that 40% of the US$1 trillion alternative assets industry is managed under an ESG
framework and this trend is expected to continue to gather momentum.
On the latter point, the social and governance aspects of ESG have also been receiving increasing attention by
investors, who are taking steps to ensure that businesses are focused on improving employment conditions, that
assets are serving diverse populations, and that leadership is represented by a diverse group across race, gender
identity, ability and social status. The combination of investor pressure, improving economics for sustainable

infrastructure, and rapidly changing societal attitudes is expected to lead to ideal conditions for a new era in
infrastructure.
Infratech innovation: This is a trend that has been set in motion for some time and has been further propelled by
the tailwinds of Covid-19. Last year, a large number of sectors, such as education, hospitality and healthcare,
underwent a very sudden change in their operating environment, forcing them to rapidly move online. This has
underlined the importance of technology and digitalization in facilitating the continued running of everyday
modern life. Network densification and upgrades are believed to be key to meeting fast-growing data
consumption globally, including better coverage, faster speed, and improved management and storage of data.
Moreover, it is worth noting that many developed economies are expected to be weighed down by their legacy
infrastructure and bureaucratic governments, and thus could be leapfrogged over by emerging economies which
are embracing new trends much more readily. The remarkable rate of rollout of 5G in India and some countries
in the Middle East are demonstrable examples of this reality. If businesses and governments are unable to adapt
to infratech’s pace of growth and development, they could be left behind.
Government Partnerships: Last year saw the public sector adopting radical changes in an astonishingly short
timeframe in a bid to continue operating and delivering key services under extreme new circumstances.
Governments have now been presented with a rare opportunity to embrace the change and use it as a catalyst
to enforce permanent changes to social infrastructure and delivery of government services. It is thought that the
global partnership in the development and distribution of the Covid-19 vaccines have inspired more trust in the
private sector, making governments now more willing to strike public-private partnerships.
These partnerships are not new, as there have been numerous examples in the past decade of the private sector
delivering government infrastructure, though primarily through financing partnerships. The difference here is in
the anticipated broader range of opportunities to come. Infrastructure planners and owners must be willing to
break free from the norms. Mobility services can be delivered through privately-operated platform apps, public
facilities do not need to serve just a single purpose, and assets do not need to be owned by the government for
a service to be delivered. It is envisaged that these new partnerships will deliver value for users, governments and
stakeholders.
Emerging markets: Forecasts suggest that the infrastructure investment gap globally is set to widen over the next
decade. This gap is visible in many countries in the emerging markets where there is estimated to be an annual
investment opportunity of US$920 billion. Non-domestic investors generally perceive a higher level of country
risk and lower level of return predictability when assessing opportunities in the emerging markets which
diminishes their appeal. Governments and development banks across the region recognize that investment
continues to be constrained by low levels of transparency, sophistication and project planning in many markets.

In an effort to increase private capital participation, governments have been working with state-owned
enterprises and infrastructure developers to improve the quality, sustainability and, most importantly,
financeability of infrastructure projects. While this trend will take some time to materialize, the shifts in
globalization will inevitably lead to stronger growth in emerging markets.

6. CONCLUSION
Infrastructure’s demonstrated ability to weather the combined Covid-19 and oil price storm has undoubtedly
wetted the appetite of investors, with most investors (89%) surveyed by Preqin in 2021 saying that performance
of their infrastructure assets met or exceeded expectations over the past year, more than any other asset class.
Furthermore, 54% of the surveyed investors indicated that they are planning to commit more to infrastructure in
the next 12 months than they did last year, a testimony to the allure of an asset class that offers high-quality
assets protected by high barriers to entry with low elasticity of demand, low correlation to the broader economic
cycle, and highly predictable cashflows.
Despite a reversal to the trend of increased private infrastructure fundraising year-on-year, a rebound is expected
once lockdown measures and travel restrictions are lifted. Economic rebound is projected in the near-term with
output levels in many industries forecast to reach pre-pandemic levels into 2022, supported by unprecedented
levels of monetary and fiscal stimulus and record low interest rates.
The pandemic has put a spotlight on the importance of strengthening resilience against threats such as climate
change; as such, the post-Covid-19 recovery is likely to be green in nature. This green recovery is likely to be
further supported by international net-zero targets, which will lend to a continued growth in renewables, a greater
focus on energy efficiency and a push for decarbonization in transport.
Strategies focused on sector socialization, particularly in renewables and digital infrastructure are expected to
continue to gain momentum following the demonstrated strong performance of those sectors in 2020 and the
growing investor confidence in their essentiality in the decades to come. It is anticipated that the coming years
will also see a rise in strategies targeting geographies outside traditional European and North American markets.
Employing a strategy focused on growth sub-sectors and markets that remain largely untapped may prove to be
the key to unlocking higher value in the future.

SOURCES
MSCI
EDHECinfra (Scientific Infra)
Global Infrastructure Investor Association (GIIA)
Inframation Analytics as at March 2021
McKinsey & Co Global Energy Perspective 2021
Linklaters Censuswide Survey
Global Railway Review “Exploring the advantages for the railway sector”
European Commission “Broadband Europe”
Moody Investor Service Data
DWS Infrastructure Strategic Outlook 2021
World Bank “Low Carbon Infrastructure: An Essential Solution to Climate Change”
Preqin “Investment Managers are Adjusting to ESG as a Requirement, Not a Request”
Preqin “Infrastructure, an Anchor Amid the 2020 Storm for Investor Portfolios”
Oxford Economics database
Scotiabank Core-Plus Infrastructure

Important Notice
This presentation (the “Presentation”) contains confidential and proprietary information and is being exclusively furnished to The
Employment Retirement System of Texas by CBRE Caledon Capital Management Inc., a registered investment advisor under the
Investment Advisors Act of 1940 (“CBRE Caledon”). This Presentation is intended to be for information and discussion purposes
only and may not be reproduced or used for any other purpose. This Presentation does not contain and should not be
interpreted as investment, accounting, legal or tax advice relating to the reader’s circumstance. This Presentation also does not
constitute an offer to sell or solicitation of an offer to purchase any security.
Certain statements in this Presentation contain forward-looking statements. The forward-looking statements in this document
include statements with respect to target returns and target portfolio exposures. Forward-looking statements can generally be
identified by the use of words such as “may”, “will”, “likely”, “expect”, “estimate”, “believe”, “plan”, “forecast”, “continue” and
“seek”. CBRE Caledon believes that the expectations reflected in such forward-looking statements are reasonable; however, such
forward-looking statements are inherently unreliable and undue reliance should not be placed on such statements. If the factors
or assumptions applied in making a forward-looking statement differ from expectations, then actual results or the actual
performance may differ materially from those expectations. CBRE Caledon does not undertake to update any forward-looking
statements, except as required by law. In addition, unless the context otherwise requires, the words “include”, “includes”,
“including” and other words of similar import are meant to be illustrative rather than restrictive.
Certain statements in this Presentation contain information regarding the past performance of certain funds and co-investments.
The reader is cautioned that these statements of past performance are not necessarily indicative of the future returns of any
current or future fund or co-investment. The reader is also cautioned that there is no standard methodology when calculating
and representing past performance and the past performance of the funds and co-investments are not audited and may not be
directly comparable to the past performance of other funds and co-investments. The returns realized by any current or future
fund or co-investment may be lower or higher than the past performance of the current or prior funds and co-investments and
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contained herein.
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