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DRY POWDER FOR LISTED INFRASTRUCTURE
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Will the significant build up of undeployed capital in the unlisted infrastructure
sector support listed infrastructure valuations through the next market

correction?

Infrastructure has a range of
investment characteristics which
are attractive to pension and
sovereign wealth funds.

For this reason there has been a
consistent trend of institutions
increasing their infrastructure
allocations.

The pool of available
infrastructure assets has not kept
up with this growth in allocations

leading to a very significant
accumulation of undeployed
capital / “dry powder”.
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According to data published by Preqin, as at
September 2018, the private infrastructure fund
market had accumulated over $160bn in
undeployed fund commitments.

This value does not include capital which has
been allocated to the infrastructure asset class
(through a pension fund’s Strategic Asset
Allocation) but which has not yet been committed
to funds or invested directly into infrastructure
assets.

The listed equities market includes a large
number of high quality infrastructure assets
which are becoming increasingly of interest to
private markets investors.

As evidence for this, we note that take private
deals in the listed market have been on the rise —
either through acquisitions of strategic stakes or
through complete public to private transactions.

Few sectors in the general equity market have
such a dedicated pool of capital waiting to be
invested.

We believe that this “dry powder” offers listed
investors two opportunities:

1. to gain exposure to possible premia from
future take-over activity; and

2. to provide a back-stop to valuations should
there be a correction in the equities market.
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LOWER DRAW DOWNS AND HIGHER RETURNS THROUGH
THE CYCLE THAN THE BROADER EQUITY MARKET

Despite having the perception of being “boring”,
investment returns for listed infrastructure have
been materially higher than the broader equities
market over the past ten years, with lower risk.

In the last major downturn, the draw down in listed
infrastructure was about 30% less severe than in
general equities. The listed infrastructure sector
also recovered to its previous peak in approximately
half the time taken by the general market. “Boring”
assets turned out to provide more satisfactory
investment outcomes.

Interestingly, this draw down and recovery profile
occurred in an environment with limited unmet
demand for infrastructure assets. With the build up
of “dry powder” and increasing allocations to the
infrastructure asset class, that situation may have
changed materially.

We would expect that should the same market
correction occur again, private funds and other
infrastructure investors will take advantage of price
weakness to secure high quality assets at weak
prices.

This demand might be expected to have the impact

of providing a back-stop to prices in the listed
market, should they fall below “fair value”.
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Listed infrastructure has outperformed
general equities over the past 10 years
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STABLE ASSETS DELIVERING STABLE RETURNS

The listed infrastructure market comprises over Long term returns for listed and unlisted
USS2tn of high-quality infrastructure assets across a infrastructure

broad range of gepgraphies and sectors. It. i.ncludes Returns indexed to 100
over 150 compames: and has ““merOF*s Ut'“t_y and Pregin 6 month lagged to adjust for valuation lag
transport assets which have become increasingly

difficult to source in the private market. 250

200

The underlying assets in the listed market have the
same fundamental characteristics as those found in 150
the private markets. This assertion is supported by
the comparison of returns from listed and unlisted
infrastructure, which have shown almost identical 50
performance over the past 10 years.
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investors with a complementary investible market

as shown below. For example, it offers greater — Listed Infrastructure Index
opportunity in North America and parts of Europe.
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DEMAND/SUPPLY IMBALANCE FOR UNLISTED ASSETS
PUSHING UP PRICES ABOVE THE LISTED MARKET

The dynamic of a strong demand for and a low supply of quality unlisted infrastructure assets has led to a
material inflation of unlisted infrastructure asset prices. This has been accentuated by the low cost of capital
of many of the larger institutional investors, particularly large pension funds and Sovereign Wealth Funds.

The infrequency of deals in the unlisted market makes direct valuation comparison challenging, however, the

majority of transactions would suggest that the unlisted market is now materially more expensive than the
listed market for the same type of assets.

The charts below show the EV/EBITDA multiples of notable transactions! where the purchaser is a private

market participant (shown as dots), against the average trading multiples of listed infrastructure securities?
(shown as lines).
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MORE UNLISTED INVESTORS FISHING FOR VALUE IN
THE LISTED POND

In the past six months, we have started to see more and more interest, in the form of partial take outs or full
takeovers of listed infrastructure companies, as shown below. Were the market to become even more fragile,
we would expect even more of the private market’s dry powder to be dedicated to acquiring assets in the listed
market, which we would in turn expect to provide support to valuations. Few other equity market sectors enjoy
this dynamic.

Sector Exchange Acquirer Close date  Offer Price Premium

Hanover Airport

) Airport  Frankfurt iCON Infrastructure  Aug-18 Not disclosed
(part of listed Fraport)

+16% to closing price

Ei Towers C . Mil F2i, Mediaset Jul-18*
i Tow omms ilan i, Mediase u on 16/7/18

Suez Water US

Water Paris PGGM Jul-18* Not disclosed
(part of the Suez group)

John Laing Dalmore Capital +21% to closing price
PFls London N Jul-18*
Infrastructure Fund and Equitix on 15/7/18
Enbridge’s Canadian
. Toronto, . .
natural gas gathering &  Gas Brookfield Jul-18%* Not disclosed
. . New York
processing business
+93% to closing price
CityFibre Comms. London Antin and Goldman  Apr-18* 0 ng pri
on 23/4/18
PFA, PKA, ATP and +29% to closi i
TDC Comms. Copenhagen an Apr-18 © o closing price
MIRA on 12/1/18
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Conclusion

International pension funds and Sovereign Wealth Funds have been increasingly allocating capital to
infrastructure. The capital flowing into the asset class has not been met by an equivalent supply of assets and
this has resulted in both a significant build up of undeployed capital and in higher prices being paid for those
assets that have come to market.

Investors who have traditionally been focused purely in the private market for assets are starting to turn their
attention to the listed market, where similarly high quality companies are available. The listed market offers
these investors a lower price for equivalent assets and significantly easier capital deployment.

For investors in the listed infrastructure sector, this trend provides both the possibility of a sale at a high price
to an unlisted bidder or, in the event of a market correction, provides the potential that investors will acquire
any assets at closer to fair value, should they fall too far in price.
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DISCLAIMER

ATLAS Infrastructure Partners (UK) Limited and ATLAS Infrastructure (Australia) Pty Ltd (collectively ATLAS) have
prepared this promotional / marketing communication.

ATLAS Infrastructure Partners (UK) Limited is authorised and regulated in the UK by the Financial Conduct
Authority (FCA Register number 760096) and the US Securities and Exchange Commission (SEC Register number
801-110882). ATLAS Infrastructure (Australia) Pty Ltd is the holder of Australian Financial Services (AFS) licence
number 497475 issued by the Australian Securities and Exchange Commission (ASIC).

This material is only available to “sophisticated investors” as defined in the UK by the Financial Services Market
Act (2000) and “wholesale clients” as defined in Australia under Section 761G and Section 761GA of the
Corporations Act 2001 (Cth).

This material is not independent research prepared in accordance with legal requirements designed to promote
the independence of investment research and is not subject to a prohibition on dealing ahead of the
dissemination of investment research.

This communication is for information purposes only and should not be regarded as an offer or solicitation to
buy or sell any security. Expressions of opinions are those of the author only and are subject to change without
notice. The information, data, opinions, estimates and projections contained herein have been obtained from
sources which we believe to be reliable. Furthermore, all charts and graphs are from publicly available sources
or proprietary data. No representation or warranty either expressed or implied, is made nor responsibility of
any kind is accepted by ATLAS its directors or employees either as to the accuracy or completeness of any
information stated in this document.

PERFORMANCE DISCLAIMER: Please note that the figures used in this communication represent past
performance. Past performance is not a guide to future performance. The value of investments will rise and fall.
There is no guarantee the fund and / or portfolio will achieve its objective, and you may not get back the
amount you originally invested. Changes in currency exchange rates (for the unhedged share classes) will affect
the value of any funds invested. In respect of the fund, further risk factors that apply can be found in the fund’s
Key Investor Information Document (KIID) which is available upon request

ATLAS and/or its officers, directors and employees may have or take positions in securities of companies
mentioned in this communication (or in any related investment) and may from time to time dispose of any such
positions.

ATLAS has a conflicts management policy relating to its activities, which is available upon request. Please
contact the ATLAS Chief Compliance Officer for further details.

ATLAS shall not be liable for any direct or indirect damages, including lost profits, arising in any way from the
information contained in this communication. This communication is for the use of Professional and
Institutional investors only and may not be re-distributed, re-transmitted or disclosed, in whole or in part, or in
any manner, without the express written consent of ATLAS. For the purpose of clarity, this communication is
not suitable for nor is it intended for Retail investors as defined by the rules of the Prudential Regulation
Authority or Financial Conduct Authority.



