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Introduction

Private infrastructure markets have, once again, managed to stay afloat amongst the
continued global turmoil in 2023. The ongoing war in Ukraine, increasing interest
rates, the denominator effect and now unrest in the Middle East have all left their mark
on global equity markets, including to an extent the number of deals made in private
infrastructure in 2023; yet the asset class has been able to demonstrate its resilience,
maintain strong valuations and continue to produce attractive yields for investors.

Inflationary pressures have been a key topic in the infrastructure space. In this
environment, private infrastructure investments offer some protection due to their
essential characteristics and these long-life assets benefit from inelastic demand with
revenues that are often linked to inflation.
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How can transition infrastructure assets fulfil the

needs of the future?

Traditionally speaking, infrastructure assets provide
essential services or facilities and are typically characterised
by a clear set of parameters, including long-term, real-
asset-backed investments, which provide stable and
visible cashflows, have high barriers to entry, or exist within
monopolistic positions and display limited volume risk and
low correlation to other asset classes. However, the definition
of what infrastructure is has to evolve and continues to do
so. Arguably, in many cases the infrastructure built over the
last few decades is no longer fit for the future needs of
society and we are in the midst of a period of transformation
and transition to new types of infrastructure assets which

better fit the requirement of future generations. The need
for this transformation becomes more urgent in the face
of heightened geopolitical risk, changing demographics
and the impending climate crisis, and this is exactly where
private capital can underpin the process.

The infrastructure we are familiar with might, for example,
include bridges, roads, airports, rail and power, but we
are now seeing a greater need to invest in the next wave
of assets, including renewable energy technology, new
mobility, decarbonisation assets, green logistics, waste
facilities and digitalisation.

These shifts are driven by many global factors, but we can pinpoint some key trends to understand this evolution.

Climate change requires urgent combative action. We are all aware that the planet
has warmed to untenable levels and that there is a global political understanding
that this temperature needs to decrease. The Paris and Glasgow Agreements
underpin the intention of world leaders to reduce global warming, and infrastructure
transition will play a key role here. To address climate change, reshaping industry
and transport is key, as is the commitment of private companies to reduce resource
consumption. Demographic growth is also driving infrastructure investment and,
combined with the need for decarbonisation, it triggers investment in more circular
economies. Water and waste infrastructure assets need to be modernised to reduce,
reuse and recycle, as well as increase the transformation of waste into energy.

1. Environment
transition and
circular economies

There exists a significant need to reduce the amount of carbon emitted from
sectors such as transportation, energy and power, and construction and buildings.
Another priority is to reduce greenhouse gas (GHG) emissions. The European
Green Deal has mandated global economies to reduce carbon emissions by 55%
below 1990 levels by 2030, and, according to the International Energy Agency,
more than USD 4 ftrillion' needs to be invested annually in the energy transition
until 2050 to meet Net Zero targets. This presents the need for a huge shift in how
cars are run, how electricity is generated, how homes and offices are powered
and how the global supply chain functions. Within this framework, infrastructure
can provide new solutions such as low-carbon, low-cost district heating and
cooling systems, adapt city centres to new urban mobility and electric modes
of transportation, develop efficient electric vehicle charging stations and further
support the expansion of new renewable energy technologies.

2. Decarbonisation

As changing work patterns, business processes, global supply chains and
customer demand all become more technology-driven, the need for digitalisation
and better connectivity has expanded immensely in recent years. To face the
huge demand for data consumption, transport and storage, significantly high
amounts of capital need to be invested in digital infrastructure, whilst also
controlling energy consumption and being conscious of the sources of this
energy. Digitalisation will be a key part of the evolution of society and so digital
infrastructure will be required to follow this global trend.

3. Digitalisation

" https://www.iea.org/reports/net-zero-by-2050
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WHAT IS A CIRCULAR ECONOMY?

A circular economy is a system where the materials
we use are reused and kept in circulation so as
to make sure that waste is avoided, and nature is
allowed to regenerate its resources. Processes which
would facilitate this goal include reuse, recycling,
refurbishment, maintenance and composting.
Ultimately, the circular economy will help tackle
climate change by disconnecting the economy from
the consumption of finite resources.

-

RESOURCES

WASTE

What is the ‘digital transition’?

Technology is, and will continue to be, an enabler of
economic and societal growth and sustainable development.
While is it clear how digitalisation can help economies in
terms of connectivity, communication and data facilitation,
it is perhaps less clear how the sector can commit to
sustainability. Data has been the fastest-growing commodity

Data-creation growth projections

ever: according to the IDC?, data created, consumed and
stored increased by almost 50x between 2010 and 2022.
The Covid-19 pandemic not only reinforced this growth but
it also proved that connectivity is an essential service and
enhanced the inequalities in terms of access.

The 120 zettabytes of data generated in 2023 is expected to increase by over 150% in 2025, hitting 181 zettabytes.

Data Generated (zettabytes)
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2 International Data Corporation 2022.
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Sources: Statista, Bernard Marr & Co via explodingtopics.com
*Estimated totals for 2024 and 2025
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WHAT HAPPENS IN AN INTERNET MINUTE?3

3.47M

‘Youtube videos

watched

3.5B

Snapchats sent

66K

Photos and videos shared
on Instagram

115.7K
Searches on
Printerest

350K

Tweets sent

2.1M

People active
on Facebook

~ EVERY -
— minute —
_ofthe day _

16.2M

Texts sent

4K
People
reading

yelp
reviews
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Apps
downloaded
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Emails sent

13.2K

Listeners active
on Spotify

6M

People shopping
online
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Google searches
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People viewing
Facebook live
streams

20.8K 12.5K
Active users Ride-shares
on taken
Linkedin

Source: localig.com 2023.

3 The use of company names and logos does not constitute any affiliation with them.

First, let us explore what we consider digital infrastructure
assets to be and how these fit into the transition framework.
New ways of working, the growing importance of data, the
‘Internet of Things’ (IoT), cloud migration, capacity demand
for videos, reliable networks, high-speed broadband, wireless
solutions, the adoption of artificial intelligence and developments
in living such as smart cities have all increased the need
for greater connectivity and data consumption. This, in turn,
has accelerated the need for governments and big business
to implement new technologies and increase digitalisation.

Digital infrastructure assets have a critical mission to improve
all aspects of modern life. These assets encompass the key
characteristics of infrastructure: essential services, high barriers
to entry, resilient and long-term assets, elements of regulation,
stable and long-term cash flows with price escalators
(long-term contracts and/or sticky customers) and uncorrelated
asset classes, and thus offer some downside protection.
At the same time, they benefit from secular growth trends driving
demand as well as capacity for positive ESG implications that
create value-add potential.

With all of this in scope, digitalisation will be needed in the following ways:

Telecommunications

to more households.

5G roll-out: The next generation of wireless connectivity with 10x higher performance than 4G
will require more antennas and strong fibre networks.

Fibre to the Home (FttH): As more people choose to work from home, use more mobile devices
and therefore increase their data consumption, there comes a need to roll out fibre networks

Data centers: As the use of online services increases, so will the requirement of big business,
such as Google, Amazon and Netflix, for additional data storage and processing facilities.
This will also be the case for smaller businesses as they continue to grow.

Transportation

New mobility: New technologies will support new mobility solutions, such as electric vehicles,

vehicles.

Society
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green logistics, sustainable supply chains, traffic/pollution management and autonomous

Smart cities: The integration of digital technologies into the running of society underpins the
move towards smart cities and ‘better’ ways of living. With the use of developing technologies,
cities can better manage how resources are distributed and used, and indeed manage how
everyday processes such a waste collection, water systems and mobility work.
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The question remains how the digital transition can
therefore help with sustainability issues, such as climate
change, decarbonisation and beneficial societal change.
Infrastructure has an inherent link to sustainability by
providing basic essential services to society, such as
power, heat, water and sanitation services. Digital
infrastructure is no different: not only does it support all
of the aforementioned services, it can actively improve

them, and therefore the lives of the people using them.
The next generation of digital infrastructure has the power
to significantly reduce the use of resources, and indeed
overall consumption and pollution by making processes
more efficient, or, in some cases, replacing physical
processes altogether. Digital technologies such as 5G, the
loT and artificial intelligence will accelerate the effects of
environmental improvements.

As well as improvements in telecommunications, mobility and energy, digitalisation can also support the energy and

environment transition in the following ways:

Smart grids

SR 2R efficient and therefore save energy.

By managing and monitoring the distribution of power from different sources of generation, smart grids
will aid the integration of renewable energy into the power network.

Collecting and analysing data on energy consumption will allow power providers to make the supply more

Electrification
of mobility

The rise in electric vehicles requires charging and payment technology to be developed and expanded.
The more electric vehicle infrastructure available, the faster the transition to electric mobility.

One of the key issues facing the integration of renewable energy solutions is how to transport that energy
to the end user quickly enough. The same is also true of data efficiency. Digital solutions can help manage
the supply and demand of both, which will vastly improve latency.

Latency
solutions

Implementing digital solutions within assets will allow economies to become circular in how resources are

Cloulky used, recycled and reused. By digitalising, businesses will also have a complete overview of the supply

economies

chain, helping to reduce wastage and environmental harm.

The challenges of the digital transition

The digital transition will be essential to the future of infrastructure
and will bring tremendous benefits, but this will not come without
challenges. First, with heightened data transparency and
increased connectivity, the question of cybersecurity arises and
whether personal and business data is fully protected. In this
case, it is essential that highly sophisticated security measures
are put in place to protect sensitive data. Second is the matter
of the regulatory frameworks in which data and connectivity
exists: government spending and strong regulatory frameworks
support the digital transition while also offering some protection
as regards cybersecurity. Third, when rolling out new digital
infrastructure, it is often the case that existing infrastructure
needs to be upgraded or additional infrastructure needs to
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be developed. This, of course, comes with added resource
usage, extensive capex and challenges linked to innovation;
however, on the one hand, infrastructure will always need to be
upgraded over time, whether the asset is part of the transition
sector or otherwise, and, on the other hand, without these
necessary digital upgrades, economies and societies will be
left behind in an age of increased technological advancements,
which would potentially have much more harmful effects. Over
time, infrastructure managers have proved their capacity to
upgrade assets and to adapt to the emergent needs of society
while keeping the infrastructure characteristics in mind. Digital
infrastructures which are being developed need to remain
relevant over the long term.
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The opportunities for investors

The recent macro environment has been particularly
challenging for investors when making their asset
allocations. Ever-increasing interest rates in 2023 have
in turn had an impact on valuations across most asset
classes, and inflationary pressures have been felt across
the board. What this has highlighted again and again,
however, is the resilient nature of the infrastructure
asset class and how investors can incorporate the asset
class as a stabilising force within a diversified portfolio.

Investing in the infrastructure transition in particular
provides many opportunities for investors to gain
attractive returns with a much more conservative level
of risk. At the same time, the scope of the opportunity
set has expanded significantly, offering investors much
more choice of which strategies, sectors and regions
they can choose to invest in. Whereas investors
may have had to tie up their capital for 20 years or
more in Core infrastructure assets such as roads,

Kayte Hodgson

Senior Investment Specialist,
Private Markets Group
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rail and utilities, there now exists the opportunity to
deploy capital across exciting new sectors, such as
digitalisation, with much shorter lifespans and with an
element of potentially higher value creation. Demand
for digital infrastructure still far exceeds supply, and
attractive investment opportunities are available.
Transition infrastructure offers just that: investors can
access new types of infrastructure assets which may
have previously been inaccessible, and by having this
access, value creation, along with sustainability and
ESG investment goals, can be aligned. By partnering
with the companies which drive this transition, investors
can play a huge role in the transformation of businesses
which find themselves in a position where the demand
and the technology is there, but they need the capital
and expert partnerships of infrastructure managers to
drive growth and be fully integrated into society.

Charlotte Dewynter

Head of Private
Infrastructure, Private
Markets Group
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Disclaimer

This is a marketing document and is intended for informational and/or marketing
purposes only. It is intended to be used only by the person(s) to whom it was delivered.
It may not be reproduced (in whole or in part) or delivered, given, sent or in any other
way made accessible, to any other person without the prior written approval of Union
Bancaire Privée, UBP SA or any entity of the UBP Group (UBP). This document
reflects the opinion of UBP as of the date of issue. This document is for distribution
only to persons who are Professional clients in Switzerland or Professional clients or
an equivalent category of investor as defined by the relevant laws (all such persons
together being referred to as “Relevant Persons”). This document is directed only
at Relevant Persons and must not be acted on or relied on by persons who are not
Relevant Persons. It is not intended for distribution, publication, or use, in whole or in
part, in any jurisdiction where such distribution, publication, or use would be unlawful,
nor is it directed at any person or entity at which it would be unlawful to direct such a
document. In particular, this document may not be distributed in the United States of
America and/or to US persons (including US citizens residing outside the United States
of America). This document has not been produced by UBP’s financial analysts and is
not to be considered financial research. It is not subject to any guidelines on financial
research and independence of financial analysis. Reasonable efforts have been made
to ensure that the content of this document is based on information and data obtained
from reliable sources. However, UBP has not verified the information from third sources
in this document and does not guarantee its accuracy or completeness. UBP makes
no representations, provides no warranty and gives no undertaking, express or implied,
regarding any of the information, projections or opinions contained herein, nor does
it accept any liability whatsoever for any errors, omissions or misstatements. The
information contained herein is subject to change without prior notice. UBP gives no
undertaking to update this document or to correct any inaccuracies in it which may
become apparent. This document may refer to the past performance of investment
interests. Past performance is not a guide to current or future results. The value of
investment interests can fall as well as rise. Any capital invested may be at risk and
investors may not get back some or all of their original capital. Any performance
data included in this document does not take into account fees, commissions, and
expenses charged on issuance and redemption of securities, nor any taxes that may
be levied. Changes in exchange rates may cause increases or decreases in investors’
returns. All statements other than statements of historical fact in this document are
“forward-looking statements”. Forward-looking statements do not guarantee future
performances. The financial projections included in this document do not constitute
forecasts or budgets; they are purely illustrative examples based on a series of current
expectations and assumptions which may not eventuate. The actual performance,
results, financial condition and prospects of an investment interest may differ materially
from those expressed or implied by the forward-looking statements in this document as
the projected or targeted returns are inherently subject to significant economic, market
and other uncertainties that may adversely affect performance. UBP also disclaims
any obligation to update forward-looking statements, as a result of new information,
future events or otherwise. The contents of this document should not be construed
as any form of advice or recommendation to purchase or sell any security or funds. It
does not replace a prospectus or any other legal documents, which can be obtained
free of charge from the registered office of a fund or from UBP. The opinions herein
do not take into account individual investors’ circumstances, objectives, or needs.
Each investor must make their own independent decision regarding any securities
or financial instruments mentioned herein and should independently determine the
merits or suitability of any investment. In addition, the tax treatment of any investment
in the fund(s) mentioned herein depends on each individual investor’s circumstances.
Investors are invited to carefully read the risk warnings and the regulations set out in
the prospectus or other legal documents and are advised to seek professional counsel
from their financial, legal and tax advisors. The tax treatment of any investment in a
Fund depends on the investor’s individual circumstances and may be subject to change
in the future. This document should not be deemed an offer nor a solicitation to buy,
subscribe to, or sell any currency, funds, products, or financial instruments, to make
any investment, or to participate in any particular trading strategy in any jurisdiction
where such an offer or solicitation would not be authorised, or to any person to whom
it would be unlawful to make such Directive — Key Rules and Principles for Sales and
Marketing Communication — May 2022 2 an offer or solicitation. Telephone calls to
the telephone number stated in this presentation may be recorded. UBP will assume
that, by calling this number, you consent to this recording.

This content is being made available in the following countries:

Switzerland: UBP is authorised and regulated in Switzerland by the Swiss Financial
Market Supervisory Authority (FINMA). The head office is Union Bancaire Privée,

UBP SA, 96-98 rue du Rhone, P.O. Box 1320, 1211 Geneva 1, Switzerland. ubp@
ubp.com | www.ubp.com

Union Bancaire Privée, UBP SA | Head Office
Rue du Rhone 96-98 | P.O. Box 1320 | 1211 Geneva 1 | Switzerland
ubp@ubp.com | www.ubp.com

United Kingdom: UBP is authorised in the United Kingdom by the Prudential Regulation
Authority (PRA) and is subject to regulation by the Financial Conduct Authority (FCA)
and limited regulation by the PRA.

France: Sales and distribution are carried out by Union Bancaire Gestion Institutionnelle
(France) SAS, a management company licensed by the French Autorité des Marchés
Financiers, - licence n® AMF GP98041; 116, av. des Champs Elysées | 75008 Paris,
France T +33 1 75 77 80 80 Fax +33 1 44 50 16 19 www.ubpamfrance.com

Luxembourg: through UBP Asset Management (Europe) S.A., a Management
Company authorised under Chapter 15 of the Law of 17 December 2010 relating to
undertakings for collective investment (the “2010 Law”) and an Alternative Investment
Fund Manager authorised under the Law of 12 July 2013 (the “AIFM Law”), which
manages undertakings for collective investment subject to Part | of the 2010 law and
other types of funds which qualify as alternative investment funds. 287-289, route
d’Arlon P.O. Box 79 1150 Luxembourg T +352 228 007-1 F +352 228 007 221.

Hong Kong: UBP Asset Management Asia Limited (CE No.: AOB278) is licensed with
the Securities and Futures Commission to carry on Type 1 — Dealing in Securities,
Type 4 — Advising on Securities and Type 9 — Asset Management regulated activities.
The document is intended only for Institutional or Corporate Professional Investor and
not for public distribution. The contents of this document have not been reviewed
by the Securities and Futures Commission in Hong Kong. Investment involves risks.
Past performance is not indicative of future performance. Investors should refer
to the fund prospectus for further details, including the product features and risk
factors. The document is intended only for Institutional Professional Investor and
not for public distribution. The contents of this document and any attachments/links
contained in this document are for general information only and are not advice. The
information does not take into account your specific investment objectives, financial
situation and investment needs and is not designed as a substitute for professional
advice. You should seek independent professional advice regarding the suitability
of an investment product, taking into account your specific investment objectives,
financial situation and investment needs before making an investment. The contents
of this document and any attachments/links contained in this document have been
prepared in good faith. UBP Asset Management Asia Limited (UBP AM Asia) and
all of its affiliates accept no liability for any errors or omissions. Please note that the
information may also have become outdated since its publication. UBP AM Asia
makes no representation that such information is accurate, reliable or complete. In
particular, any information sourced from third parties is not necessarily endorsed by
UBP AM Asia, and UBP AM Asia has not checked the accuracy or completeness of
such third-party information.

Singapore: This document is intended only for accredited investors and institutional
investors as defined under the Securities and Futures Act (Cap. 289 of Singapore)
(“SFAY"). Persons other than accredited investors or institutional investors (as defined
in the SFA) are not the intended recipients of this document and must not act upon
or rely upon any of the information in this document. The financial products or
services to which this material relates will only be made available to clients who are
accredited investors or institutional investors under the SFA. This document has
not been registered as a prospectus with the MAS. Accordingly, this document and
any other document or material in connection with the offer or sale, or invitation for
subscription or purchase, of this product may not be circulated or distributed, nor may
the product be offered or sold, or be made the subject of an invitation for subscription
or purchase, whether directly or indirectly, to persons in Singapore other than (j) to
institutional investors under Section 274 or 304 of the Securities and Futures Act
(Cap. 289) of Singapore (“SFA”), (ii) to relevant persons pursuant to Section 275(1)
or 305(1), or any person pursuant to Section 275(1A) or 305(2) of the SFA, and in
accordance with the conditions specified in Section 275 or 305 of the SFA, or (i)
otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA. This advertisement has not been reviewed by the Monetary
Authority of Singapore. ESG information providers: Although Union Bancaire Privée,
UBP SA, ESG information providers (the “ESG Parties”) obtain information from sources
they consider reliable, none of the ESG Parties warrants or guarantees the originality,
accuracy and/or completeness of any data herein. None of the ESG Parties makes
any express or implied warranties of any kind, and the ESG Parties hereby expressly
disclaim all warranties of merchantability and fitness for a particular purpose, with
respect to any data herein. None of the ESG Parties shall have any liability for any
errors or omissions in connection with any data herein. Further, without limiting any
of the foregoing, in no event shall any of the ESG Parties have any liability for any
direct, indirect, special, punitive, consequential or any other damages (including lost
profits) even if notified of the possibility of such damages.

© Union Bancaire Privée, UBP SA 2024. All rights reserved. Janurary 2024.

Photo credits: @Getty Images

ignatory o

in)(X)(f) (@)% @PRI

Subscribe to our newsletter on ubp.com

Principles for
Responsible
Investment




