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BlackRock Alternative Investors (BAI) serves investors seeking outper-
formance in real estate, infrastructure, private equity, credit, hedge funds
and alternative solutions. We strive to bring investors the highest quality
investments by drawing upon our global footprint, superior execution ca-
pabilities and position as a preferred partner. BAI has 50 offices globally
with over 1,000 professionals that manage USD 322bn in alternative in-
vestments and commitments on behalf of clients worldwide as of 30
June 2022. BlackRock’s key competitive advantages in Private Markets
include our differentiated sourcing capabilities, our technology edge and
our focus on sustainability.
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Capital Dynamics

Setting ambitious goals to achieve Net Zero

CapitalDynamics €™y

TRULY INVESTED.

Capital Dynamics is an independent global asset manager. The firm has over three
decades of expertise in lower middle-market private equity (primaries, secondar-
ies, direct investing) and private credit, and is an established first mover in mission-
critical renewable energy generation.

- Primaries: Investments in mid-market funds within buyout, specialist, turna-
round and growth sectors

- Secondaries: Investments in smaller and more complex secondary transac-
tions, including fund restructurings, tail-ends, and preferred interest structures

- Direct investing: Direct investments in mid-market companies alongside core
and specialist sponsors

- Private credit: Direct lending to mid-market companies with focus on PE-
owned or controlled enterprises, complementing PE business

- Clean Energy: Direct equity investments in renewable energy technologies, with
a focus on utility-scale and distributed generation, solar and wind

Capital Dynamics is an early adopter and consistent innovator in responsible in-
vestment, with a trademarked approach to ESG underwriting and best-in-class
results from leading ESG benchmarking organizations (e.g., PRI and GRESB). As
of Q2 2022, Capital Dynamics oversees more than USD 14 billion in assets under
management and advisement, and employs approximately 160 professionals
globally across 14 offices in Europe, the Middle East, North America, and Asia.
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IFM Investors

Resilience and transition

g
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| IFM Investors (IFM) traces its formation back to 1994, when our Aus-
tralian pension fund owners set out to create an investor-owned fund
manager where the profits and scale benefits would be shared with in-
vestors’ members. Today, this investor-owned model is the foundation
of everything we do. It affects how we invest and how we manage our
people and culture. IFM Investors is a pioneer in infrastructure investing
on behalf of institutional investors globally with a proven track record of
more than 27 years. We carefully target core infrastructure equity and
debt across Australia, North America and Europe. We are proud of our
track record and believe we have an opportunity — indeed a responsibility
— to selectively grow the capability of our firm to improve the retirement
outcomes of over 30 million workers globally represented by our like-
minded investors. Established by all-profit-to-members Australian super-
annuation funds, IFM Investors focuses on protecting and growing the
long-term retirement savings of working people worldwide. IFM Inves-
tors’ distinct ownership drives an alignment with investor objectives, a
commitment to investing for the long-term, and respect for labour rights
and environmental and social responsibility.
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Manchester Airport becomes first UK airport
with direct sustainable jet fuel supply
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Manchester Airport Group (MAG) recently announced a partnership
with Fulecrum BioEnergy to support the development and delivery of SAF
produced at a new waste to fuels bio-refinery. SAF will be delivered to
Manchester Airport through an existing pipeline.

The partnership could see up to 10% of the fuel used by aircraft at the
airport replaced with SAF within five years of the new facility becoming
operational. The facility will produce approximately 100 million litres of
SAF per year. The fuel produced will have a CO2 footprint at least 70%
lower than that of its traditional jet fuel equivalent and will be produced
from non-recyclable household and commercial wastes. Once blended

and certified, the SAF can be used in aircraft without the need for

modifications.

MAG will explore opportunities to supply SAF to its other airports at

London Stanstead and East Midlands.

A number of cross-functional coalitions
across various regions are also forming to
support the take-up of SAFs, with various
airlines announcing commitments as well.
British Airways, for example, as part of
International Airlines Group has committed to
powering 10% of flights with SAF by 2030."
Ryanair is targeting 12.5% over the same
timeframe.’? American Airlines has announced
SAF commitments totalling more than 120
million gallons, signalling the integral role
SAF will play in its sustainability strategy this
decade.’ Similarly, Australia’s national carrier
Qantas recently announced it had signed an
agreement to purchase 10 million litres of
SAF in 2022 with an option to purchase up to
another 10 million litres in 2023 and 2024 for
flights from Heathrow Airport. This represents
up to 15% of its annual fuel use out of London.™
Successfully scaling up SAF will require a step
change in the level of collaboration between
airports, airlines, governments and producers,
but doing so has the potential to create wide-
ranging, long-term benefits.

Emerging opportunities in hydrogen
While still very early stage and not imminent,
hydrogen may become increasingly important
to the decarbonisation of heavy industry

and transportation over the medium term,
including aviation by serving as feedstock for
the production of e-fuels. By some estimates,
as applications grow over the next 30 years, the
hydrogen market could potentially expand more
than five-fold to over 500m tonnes.™

Although nearly all hydrogen today is
produced from fossil fuels without carbon
abatement (known as “grey” hydrogen), the
industry is committing substantial resources
to uncover ways to increase the economic
viability of cleaner hydrogen. Development of
economical methods to generate less carbon-
intensive forms of hydrogen will be critical to
enabling widespread adoption.

Investors may be aware that green hydrogen
(produced through an electrolysis process
powered by renewable energy) and blue
hydrogen (produced by gas reforming with
associated carbon capture and storage) are

" https:/mediacentre.britishairways.com/news/03122021/british-airways-and-phillips-66-agree-first-ever-uk-produced-sustainable-aviation-fuel-supply

2 https://corporate.ryanair.com/news/ryanair-trinity-college-launch-saf-centre-ryanair-commits-to-12-5-saf-goal-by-2030-2/

3 https:/news.aa.com/news/news-details/2021/American-Airlines-Makes-Additional-Commitment-to-Sustainable-Aviation-Fuel-CORP-OTH-12/default.aspx#
% www.gantas.com/agencyconnect/au/en/agency-news/agency-news-december-21/gantas-purchases-sustainable-aviation-fuel-for-kangaroo-route.html

5 The Economist, The hydrogen economy: a very big balancing act, 2021




featuring in net-zero strategies globally.'®
Potential for high growth and strong ESG impact
are part of hydrogen’s appeal to investors.
Infrastructure themes best positioned to capture
emerging opportunities in hydrogen include
new green hydrogen electrolyser installations;
renewable energy to produce green hydrogen;
as well as (in some geographies); gas processing
and carbon storage infrastructure.

Existing infrastructure, with investments
made to enable compatibility, has the
opportunity to benefit from an increase in

FIGURE 06

the use of hydrogen. For example, selected

gas grids and pipelines may benefit from

future product transportation opportunities,

while storage terminal operators could

benefit from new opportunities in ammonia

storage or underground gas storage. Multiple

opportunities will likely also arise in the long-

term in end-user mobility and heating services.
The take up and end uses of hydrogen

will vary across regions (see Figure 6).

Encouragingly, we are already seeing policy and

regulatory attention on this topic.

Hydrogen uptake will vary across regions

= Series of federal and state
incentives, mostly via tax credits

= Japan and South Korea in
the lead with a strong set
of policies

= Set of incentives for mobility -
encouraging the installation of
fuel cells and hydrogen fueling
infrastructure

= Growing network of hydrogen-
powered fork-lift trucks and

plans for road trucks

= Policy to support hydrogen
production evolving

= Market participants predict
high share of blue hydrogen

& www.icf.com/insights/energy/hydrogen-power-zero-carbon-future

= Diverse set of policies

= Australia recognises
potential to produce and
export green hydrogen

® | eader in promoting
hydrogen production

= Many countries have
introduced a production
subsidy regime

= Green hydrogen

receives the lion’s share,

blue may be selectively
supported

ASIA/AUSTRALIA )
= |ndustrial off-take

dominates

= First projects are
“closed-cycle”
(producer-dedicated
pipe-industrial user)

= China sets targets with
details yet to emerge

® EFmerging midstream
solutions, largely based
on current gas grids

= | andmark German
subsidy announcement
in May 2021: Eur 8 bn
across 62 projects,
covering not only
production but
midstream and mobility
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In the ongoing transition to a digital world,
technology and data are increasingly central to
many aspects of daily life. As a result, internet
traffic growth will likely continue to accelerate
with global networking solutions company
Cisco expecting year-on-year growth of 25-
30% between 2017 and 2022." This represents
a greater than threefold increase of internet
traffic over the five-year period, driven by mass
adoption of internet video and the demand
for bandwidth-intensive applications growing.
Furthermore, having been created prior to the
global pandemic, these forecasts do not take
into account the significant impact of COVID-19
on the proliferation of internet use and remote
working.
Cisco also expect that the number of devices
connected to IP networks will outpace the
global population by more than three times
by 2023, as new devices with increased
capabilities and sophistication are introduced
to the market. This represents a forecast
29 billion networked devices globally by 2023,
up from 18 billion in 2018."®
IFM expects several key technologies will help
drive strong long-term growth in computing
power, and data traffic (both consumer and
business). These include:
= g continuation of strong growth in internet
video services and entertainment
= increasing adoption of the Internet of Things,
big data, artificial intelligence and machine
learning applications

= the arrival of connected and automated
vehicles.

As a result of this growth, IFM expects digital
infrastructure across the telecommunication
towers, data centres and fibre networks
segments will face greater demand and
continue to attract interest from infrastructure
investors. There are certain opportunities
in these asset types that demonstrate
core infrastructure characteristics such as
essentiality, high barriers to entry, cash-flow
stability, and limited technology risk.

17 Cisco Annual Internet Report 2017-2022
8 Cisco Annual Internet Report 2018-2023

Fibre, data centres and the
digitalisation of infrastructure

In November 2021, for example, IFM
announced a long-term partnership with
Deutsche Telekom (one of the world’s leading
integrated communication companies),
establishing a new joint venture, which plans
to roll out gigabit-capable Fibre-to-the-Home
broadband to over four million homes in rural
areas of Germany by 2028.

Data centres have also claimed their place
within the infrastructure space with many assets
demonstrating resilience and the fundamentals
to support long-term stable cash flows, driven
by growth in the digital economy. While IFM
would not view all data centre assets as core
infrastructure, there are segments of the market
that can demonstrate these characteristics.

Digitalisation of infrastructure
Across our portfolios, IFM is observing how the
digitalisation of infrastructure is working to
meet changing consumer expectations, as well
as create operational benefits across all stages
of the asset lifecycle.

Infratech solutions are providing access
to real-time information and redefining how
consumers interact with infrastructure services.”
These enable energy and other resources to
be optimised, and space better managed. This
is especially relevant for airports and train
station operators to manage crowds in a COVID-
safe economy. They are facilitating smart
water management, and the use of sensing
technologies that enhance asset operations.
And they are underpinning the development of
more tailored products and services.

The introduction of automated number plate
recognition on the M6 toll road in England is
an example of how data collection will drive
the creation of more tailored pricing strategies
connected to vehicle type, duration of travel and
frequency. Similarly, since launching in 2017,
Manchester Airport Group’s data-driven MAG-0
platform has increased business-to-consumer
airport revenues through offering services such
as car parking, hospitality reservations and
retail pre-ordering.

9 www.pwc.com/gx/en/capital-projects-infrastructure/pdf/global-infrastructure-trends.pdf
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Increasingly smart mobility platforms
are integrating transport modes. Over the
coming years, there may be possibilities for
the digitalisation of roadside infrastructure
to facilitate communication with vehicles,
potentially enhancing safety and traffic flow.

With increasing digitalisation, infrastructure
sectors will face an evolving set of opportunities
and challenges, such as the need for a
substantial focus on cyber security. Developing
a nuanced understanding of the technology
landscape will be essential to acting on emerging
trends to minimise risks and unlock value.

INFRASTRUCTURE OUTLOOK

M6 toll road, England UK

Infrastructure investment is playing a key role
in national recovery plans through generating
economic and jobs growth, and delivering
infrastructure that communities need.

Governments have announced an estimated
US$3.2 trillion allocated to infrastructure globally
as part of COVID-related stimulus (see Figure 7),2°
and while much of this will be delivered through
public grant funding and traditional contracting,
we also see significant opportunities for
governments to partner with the private sector
- particularly long-term, responsible investors
like superannuation and pension funds — to
deliver infrastructure that is transformational
for communities and economies.

The scale of the infrastructure task is
substantial, particularly in the United States (US).
Private investment in US public infrastructure has
lagged behind other countries as infrastructure
projects have traditionally been funded with
government grants and financed through the
issuance of municipal bonds, with little scope
for the private sector to invest and partner with
governments to deliver public infrastructure more
efficiently and at a lower whole-of-life cost. This

Increasing scope for public private
partnerships to build back better

FIGUREO7  INFRASTRUCTURE AS A STIMULUS BY SECT!

Sector

Transport

Social

Other

Communications

Water

Energy storage, transmission
and distribution

Infrastructure
(unspecified sectors)

Renewable generation

Non-renewable generation

Waste

0 500,000 1,000,000

Amount of stimulus in USD million

Source: https:/transformativeinfratracker.gihub.org/overview

20 Between February 2020 and August 2021.Source: https:/transformativeinfratracker.gihub.org/overview/
21 Other includes: Disaster management infrastructure, Environment and nature based solution, agriculture and commercial and industrial infrastructure.

Source: https:/transformativeinfratracker.gihub.org/overview/
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has remained true even as there are record levels
of dry powder among equity investors looking to
put capital to work in infrastructure.

With President Biden signing the
Infrastructure Investment and Jobs Act into law,
the federal government has formally recognised
and encouraged the role of the private sector in
helping governments close the infrastructure
investment gap. The Biden Administration
plans to spend an incremental US$284 billion
on transportation, including roads, bridges,
rail, public transit, airports, ports and electric
vehicle infrastructure. Another US$266 billion
is earmarked for enhancing core infrastructure
including power grid, broadband, water and
environmental resiliency/remediation.?? The
private sector will have many opportunities to
participate in the buildout of this infrastructure;
as well as potentially invest equity (given how
substantial the planned incremental spending
is) as many state and local infrastructure needs
may remain unmet.

In addition, the Act introduces new measures,
which encourage states and local governments
to consider alternative infrastructure
procurement models such as public-private
partnerships (PPPs or P3s) when determining

Private capital supporting the
electrification of road transport

Ausgrid, energy provider, Australia has partnered
with JOLT, an electric vehicle (EV) charging network
company, to create an EV charging network across
Sydney. Using existing street-side kiosks, which are
common in every suburb, the charging stations will be
powered by renewable energy.

Indiana Toll Road, North America has deployed Level
3 fast charging infrastructure for EV customers,
providing an 80% charge in 30 minutes.

Aleatica, global toll-road company has rolled out EV
charging infrastructure and launched a pilot project
to test cutting-edge wireless inductive charging for
EVs on a one-kilometer section of road, adjacent

to Brebemi in Italy. The collaborative project was
named by Time Magazine to be among the 100 most
important inventions of 2021 for its contribution to
sustainable mobility.

INFRASTRUCTURE OUTLOOK

how to finance infrastructure. These measures
may work to elevate the profile of PPPs and
start the national conversation on alternative
infrastructure procurement models, which may
include long-term leases of infrastructure or
asset recycling opportunities.

The Build Back Better Act could be even
more directly consequential in boosting
equity investment opportunities through its
extension and expansion of tax incentives for
investment in renewable energy projects. These
incentives enhance project economics and have
been essential to the US development of its
private-sector renewable energy industry. The
inclusion of a direct pay option for monetising
the tax incentives would broaden the range of
viable industry participants, further spurring
investment. However, at the time of this
publication, the outcome of the Act is uncertain.

European governments are also turning to the
private sector to help deliver their sustainable
infrastructure agenda. The European Green Deal
- which provides a blueprint for the world’s first
climate-neutral continent - seeks to mobilise
at least €1 trillion in sustainable investments
through a mix of public and private sources.?®

On a smaller scale, as Australia looks
towards a federal election in 2022, both major
parties have policies that seek to catalyse
private investment in the post-COVID recovery,
clean energy and the commercialisation and
development of technologies that are likely to
be critical to the net zero transition.

An example of this kind of partnership can
be drawn from IFM’s experience working with
Australian federal and state governments on
projects that upgrade and expand the existing
transport, defence, education and justice PPP
assets it manages. Currently IFM is working
with the Federal Government to facilitate a
major upgrade of Defence’s Joint Headquarters
facility. The project will support the doubling of
the facility’s original capacity and create a 1.9
megawatt solar farm, among a range of other
benefits.

More broadly, the Australian Government
is planning to invest A$250 million in its new
future fuels policy and hopes to stimulate
another A$250 million in private investment.?
It has also committed to provide the Clean
Energy Finance Corporation, Australia’s public
green bank, with A$500 million in additional
capital for a Low Emissions Technology
Commercialisation Fund, which will seek
matching investment from the private sector.?®

2 www.mckinsey.com/industries/public-and-social-sector/our-insights/the-us-infrastructure-investment-and-jobs-act-breaking-it-down
2 https://ec.europa.eu/commission/presscorner/detail/en/ip_20_17

% Asat 1 March 2022 Source: www.pm.gov.au/media/driving-consumer-choice-uptake-low-emissions-vehicles

% Asat 1 March 2022 Source: www.pm.gov.au/media/billion-dollar-fund-drive-low-emissions-technology-investment
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Conclusion

While some of the themes flagged here may be well known to industry watchers, their
impact is undeniably shaping the infrastructure landscape. The emerging opportunity
sets are thought-provoking (see Figure 8) and will contribute to the resilience of
infrastructure assets and services, which communities globally rely on every day; as
well as their transition to a net zero economy and an increasingly digital world.

FIGURE 08

Selected examples of potential opportunity
areas by report theme

Real assets or platform companies across:
= Renewable energy
delivering on net = Low carbon fuels
zero targets = Electrification
= Carbon capture /storage

Setting and

Brown-to-green: ® Renewable energy .
alternative energy = (Gas processing (some geographies)
sources = Carbon storage (some geographies)

Fibre, data Selected opportunities across:

centres and the = Data centres
digitalisation of = Telecommunications

infrastructure = Fibre

= US transportation
Increasing scope = US water/wastewater systems
for public-private = JS broadband

partnerships US, EU and AU green infrastructure
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Infrastructure -
rising rates and the
“natural hedge”

July 2022

By Michael Landman, IFM Investors Executive Director

Inflation has accelerated globally as a result
of consumer demand, fuelled by fiscal

policy, pushing into supply constraints due

to COVID-19 and geopolitical upheaval. US
inflation is running at 40-year highs and other
advanced economies are at or near similar
extremes.

Central banks were initially quick to label
this inflation as “transitory”, but it has proven
unexpectedly persistent. In response, markets
shifted their interest rate expectations. The
US Federal Reserve is in the initial stages of
an aggressive rate-hiking cycle, with market
expectations foreshadowing materially higher
interest rates.

Higher interest rates have traditionally been
viewed as a negative for the performance of
long-duration investments, like infrastructure,
as they put downward pressure on asset
valuations. This occurs not only because of
the potential increase in the cost of borrowed

INFRASTRUCTURE INSIGHT

capital, but also because the discount rate that
is used to value infrastructure asset cash flows
is likely to increase in response to changes

in the relevant long term sovereign bond rate
(known as “the risk-free rate”).

While this is true, one could believe the
positive linkages that some infrastructure
assets have to inflation and economic growth
can provide a natural hedge that may be
sufficient to offset these negative valuation
impacts.

The natural hedge explained
There are two key revenue characteristics that
one can target when investing in infrastructure
assets.

The first is inflation protection, which usually
comes in the form of contracted increases in
pricing that are linked to the prevailing rate of
inflation. This is often a feature of regulated
utilities (like water and power companies) and »n
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toll roads, and it normally means that revenues continue
to rise as inflation increases.

The second is exposure to economic growth. For some
infrastructure assets, volumes, and thus revenues, tend
to increase with the size of an economy. For example, toll
roads have a variety of linkages to economic variables,
with many road concessions benefiting from both rising
economic activity lifting traffic volumes as well as toll
escalation (often linked to inflation). There is some
downside risk here; if rate-hikes are too aggressive and
therefore adversely impact economic growth.

Value can also be created by reinvesting capital into
investments that grow with their customer base

Infrastructure’s natural hedge against interest
rate rises occurs because inflation and above-trend
economic growth tend to be pre-cursors to, or coincide
with, increased interest rates, providing mitigants to the
effects of rate increases.

Appropriate capital structures and
long-term risk-free rates
Appropriate capital structures can also help insulate
infrastructure assets from the impact of rising rates.
When interest rates are low, asset owners can refinance
debt and lock in the cost of long-term financing at
attractive rates.

A few examples of measures infrastructure investors
have used in the past include lengthening loan or

bond tenors and laddering debt maturities to mitigate
refinancing risk; use of fixed-rate debt or use of interest
rate swap strategies to largely eliminate floating rate
exposures; and using our market presence to access
highly competitive debt margins.

One can therefore believe that the positive effect on
portfolio performance from rising inflation is expected
to be greater than the adverse effects of rising interest
rates on the cost of debt.

The impact of rates on asset valuations is also
partially mitigated because of the industry-wide
practice employed by independent valuers using long-
term risk-free rates (recognising the long-term nature
of infrastructure assets) as part of their discount
rate formulation, rather than the prevailing ten-year
sovereign bond rate, for example.

Infrastructure investments can
withstand higher rates

Although infrastructure assets are diverse and subject
to a wide range of macro-economic exposures, one could
expect the performance of a well-balanced portfolio of
infrastructure assets to remain relatively robust through
an inflationary cycle. This should stand the sector

in good stead throughout the rest of 2022, given the
possibility that central banks may continue to respond
to accelerating inflation with tighter monetary policy
settings.
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Executivesummary

Combatting climate change is one of the
greatest humanitarian and economic
Imperatives of our time.

Theincreased frequency and intensity of natural disasters costs
nearly USD 250 billion per year; this is a cost increase of around
600% since the 1980s'. With a global consensus that man-made
greenhouse gas (GHG) emissions are overwhelmingly responsible
for climate change, we are witnessing mitigation efforts from
both governments and corporates across the world on an
unprecedented scale. There is also a growing recognition

that efforts to tackle climate change must extend beyond

the electric power sector to address the more challenging
decarbonization of industry, transportation, and buildings.
Today, decarbonization is about far more than just renewables
and the breadth and depth of decarbonization investment
opportunities is, therefore, growing at speed.

‘Decarbonization’ is one of the giga-themes guiding Partners
Group’s thematic investing across asset classes, in line with
the strategic asset allocation described in our Climate Change
Strategy. In this paper, we will discuss the significance of
decarbonizationforinfrastructureinvestorsand why we believe
it offers compelling investment opportunities both today and
for decades to come.

1 Source: Munich RE (2020).

Beyond clean power

Partners Group has invested in over 8.4 gigawatts (GWSs)

of renewable power generation assets to date. In fact,

the development of incremental clean power, as well as
reliability and flexibility assets that address renewable power
intermittency, remain vital to achieving Paris Agreement goals.
But the power sector accounts for just 39% of direct carbon
dioxide (CO,) emissions. Transportation and industrial sources
are each responsible for around a quarter, with buildings and
non-combustible sources, such as agriculture and waste,
contributing between 5% and 10% of the total.

In other words, over 60% of CO, emissions stem from outside
the power sector. And, of course, CO, is not the only GHG to
be considered but it is the largest volumetric contributor,
which is why GHG emissions are typically referred to as
gigatons of carbon dioxide equivalent (Gt CO,eq). Prior to the
Covid-19 pandemic, CO, was 74% of the 50 Gt CO,eq of total
GHG yearly emissions. Other GHGs such as methane, nitrous
oxide, and several fluorinated gases account for the remaining
26%. These other gases are mostly created from agriculture,
land use, waste and fugitive emissions from hydrocarbon
production, and they typically do not reflect the characteristics
for stand-alone infrastructure investment (outside of waste
management or waste-to-value). Because of this, they will not
be the primary focus of this paper.

Figure 1 - Historical source of global man-made greenhouse gas emissions, 1990-2019
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Source: International Energy Agency (2021), BP Energy Outlook (2020), World Resource Institute (2020), Global Methane Initiative (2021).
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Why now Figure 2 - Share of global emissions covered by
) ) ) ) ] net zero carbon targets

Policymakers are deploying direct investment, economic
incentives, and regulatory frameworks with unprecedented Legislated

. L 2%  Government position
vigor to expand decarbonization and reach net zero carbon 8%
goals, with an increased focus on ‘hard to abate’ sectors. ’ In legislative process
The United Nations Climate Change Conference (COP26), , 3%

which was held late last year in Glasgow, was the first

opportunity for governments to outline their ‘Nationally Under discussion
Determined Contributions’ for reaching the 2015 Paris No;z‘;fet Jan. 2020 21%
Agreement goals. While the submitted contributions do not

fully achieve the reduction goals, they are moving in the right

direction and 62% of global man-made GHG emissions are now

covered by law or official government policies, compared to only

10% at the beginning of 20202,

Notarget
To meet Paris Agreement objectives, we estimate that 11% Legislated
16%

USD 20 trillion of decarbonization infrastructure investment

will be required by 2030; around half of this will go beyond

renewable power and electrification. Several investment and

policy goals already extend to at least 2070, offering a uniquely Under discussion
long runway of investment opportunities. While the volume 27%

of capital deployed behind decarbonization is expanding

dramatically, we believe that the more complex investments

required for ‘hard to abate’ sectors offer compelling returns

Nov. 2021

Government position

. . 46%
for private capital.
Source: Bloomberg New Energy Finance (2021).
2 Source: Bloomberg New Energy Finance (2021).
The decarbonization investment spectrum
According to our research, decarbonization investment opportunities broadly fit into three categories:
Figure 3 - Categories of decarbonization
Replacement Conservation Carbon management
Replacing high emission fuel Reducing emissions by Capturing and removing
- sources with lower emission improving processes or tools produced emissions
Function . . : .
alternatives without replacing the high
emission source
Clean power Energy & resource efficiency Carbon capture, utilization, and
» Renewables e Process gains sequestration (CCUS)
« Reliability & flexibility « Efficiency gains * Natural sinks
« Electrification o Heat exchange + Underground sequestration
Related « Power storage « Direct Air Capture (DAC)

Circular economy

investment
themes Low carbon fuels « Recycling & re-use

» Natural gas ¢ Waste-to-value
¢ Bioenergy
« Synthetic fuels
* Hydrogen

e Carbon transportation
» Carbonuse

Agriculture & forestry
management
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Replacement

Carbon replacement covers renewable power generation and
the use of natural gas as a complementary fuel to support grid
reliability and flexibility. Replacement also spans the growing
bioenergy industry and, in the longer-term, synthetic fuels
and hydrogen.

The replacement of high emission fuels represents the
largest opportunity for decarbonization and investment in
the near-term. It holds the potential to lower CO, emissions
by up to 5.5 Gt CO, per year beyond current policy levels
and requires USD 14 trillion of capital by 2030. For now, this
category remains focused on clean power, where business
models are relatively well established, while low carbon fuels
develop further.

Theclean powerinvestmentthemeincludesthe development of
renewable power generation; infrastructure that enables power
distribution and electrification; and reliability and flexibility
assets, including batteries. Reliability and flexibility assets
support renewable power growth while maintaining power
resiliency during periods of low renewable utilization.

While we expect renewable power generation investment will
remain high and relatively stable for at least the next twenty
years, the focus on removing ‘hard to abate’ emissions

will accelerate later this decade. \We believe there will be
increased spending on downstream electrification in industry
and buildings, and the use of more low carbon fuels.
Currently, more than half of the investment flow in low carbon
fuelsis targeted at natural gas power generation and midstream
transportation. But we expect this will decline to around a
third in the next decade as new solutions, including bioenergy,
hydrogen, and synthetic fuels, become more investable.

Partners Group has been an active infrastructure investor

in the replacement of high carbon emission fuels through
renewable clean power, natural gas, and bioenergy
infrastructure, with over USD 6.2 billion invested in 28 assets
since 2001.

6|

() partnersGroup

Low-Carbon Hydrogen:
Key to Global Decarbonization

To learn more about
Low-Carbon Hydrogen,

see our recent thematic

report published in September.

Low-Carbon Hydrogen:
Key to Global Decarbonization

Select Partners Group investments

in Replacement

=. DIMENSION

RENEWABLE ENERGY

Gren

Renewables

cwpm

A platform to develop over

800 MWs of community-based
solar parks and accompanying
battery storage across the US.
The company provides direct
access to locally-generated
renewable power for historically
underserved households and
businesses.

District heating, cooling, and
power assets across 375 km of
pipelines in the Baltic region of
Europe, using sustainable biomass
and waste as fuel to reduce the
impact of carbon intensive fuels
used heavily in this region.

One of the largest integrated
renewable platforms in Australia
that develops, owns, and operates
wind and storage assets across
the country. The company aims
to develop more than 2 GWs of
power generation within the next
five years.


https://gateway.eqs.com/maily/file/9266915a-918e-42fa-9b25-ad79155ad743
https://gateway.eqs.com/maily/file/9266915a-918e-42fa-9b25-ad79155ad743

Conservation

This refers to energy and resource efficiency projects in
industry, buildings, and transportation, including improvements
in processes and the adoption of productivity tools and devices.
Although the spectrum of investable assets is more limited,
certain niches, including tech-enabled infrastructure services,
are creating compelling investment opportunities. Circular
economy developments, which can help support a closed
loop carbon economy, are also drawing attention; for example,
efforts to convert waste to valued products, including energy.
Meanwhile, innovative sub-sectors, like chemical recycling and
the burgeoning electronic waste (e-waste) industry, are also
poised for growth.

Conservation will have the largest impact on reducing carbon
emissions over this decade in every sector except power.

This could lead to a 3.7 Gt CO, per year reduction of emissions
beyond current policy levels with an investment of almost
USD 6 trillion by 2030. In this category, spending will remain
high or even accelerate during the next decade with the focus
moving toward ‘hard to abate’ sectors; however, there will likely
be diminishing returns after 2030 due to the increased cost of
these projects.

Select Partners Group investment
in Conservation

techem
—_—

A diversified platform across
Europe that provides devices for
the sub-metering and billing of
energy and water, enabling better
controls to reduce demand.
Today, Techem'’s solutions
account for 8.7 million tons of
CO, emissions avoided per year,
thereby contributing to global
climate protection objectives.

Carbon management

This category refers to the ability to capture, sequester,

and use CO, from industry, power plants, or the air itself.
Across each component of the carbon management value chain,
new investable business models are emerging. These range from
capturing, transporting and sequestering CO, underground,
to using CO, in the creation of building materials, chemical
processes and synthetic fuels. This value chain is commonly
referred to as Carbon capture, utilization, and sequestration
(CCUS). However, we prefer the term carbon management as
it better reflects the nature of the carbon waste that must be
managed to combat climate change.

EXECUTIVE SUMMARY

In the near-term, carbon management opportunities are likely
to be smaller as business models develop, with only around
0.6 Gt CO, per year removed by 2030, primarily from industrial
emitters. However, we expect this category to becomeincreasingly
important over time; regulatory incentives will improve and
contribute to removing 10-20%2 of the man-made CO,
emissions which must be abated to reach net zero carbon.
We estimate that approximately USD 250 billion will be

spent in carbon management this decade, expanding to

over USD 1.6 trillion by 2040. Partners Group is in active
discussions with several top industrial partners in the carbon
management space.

Investment needs are immense
Each of these decarbonization categories is necessary to reach
the Paris Agreement goals.

Current policies are expected to reduce GHGs by an estimated
20-40% by the end of the century, resulting in an average
global temperature of c. 2.7°C above pre-industrial levels*.
Therefore, further action is needed. Throughout this paper,
we will highlight the investment required to make emission
reductions, particularly for CO,, that align with the Paris
Agreement goals. These reductions are beyond the scope of
what is included in current policies but are urgently needed to
reverse the impact of climate change.

As noted in the table below, a cumulative investment of
over USD 48 trillion will be required by 2040 to reduce CO,
emissions by c. 21 Gt CO, per year below current policy levels.

Figure 4 - Summary of global CO, emission reduction
& investment needed to reach Paris Agreement goals

Cumulative
investment &
CO, reduction

2020 - 2030

2031 - 2040

Replacement USD 14.1tn; USD 18.8tn;

P 5.5 Gt CO, pa 7.5 Gt CO, pa
Conservation USD 5.7tn; USD 8.3tn;

3.7 Gt CO, pa 2.0 Gt CO, pa

Carbon USD 0.2tn; USD 1.4tn;
management 0.6 Gt CO, pa 1.9 Gt CO, pa
Total per USD 20.1tn; USD 28.3tn;
decade 9.8 Gt CO, pa 11.4 Gt CO, pa

Source: International Energy Agency (2020), BP Energy Outlook (2020),
Bloomberg New Energy Finance (2021), Partners Group (2021).

3 Source: International Energy Agency (2020).
4 Source: Climate Action Tracker (2021).
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What we look for

Partners Group has developed a framework to analyze and
assess decarbonization solutions across themes, geographies,
and technologies. However, not all approaches are investable
for infrastructure investors as they may not present attractive
relative value or be scalable. At Partners Group, we focus on
the following:

« Clean power (replacement) - renewable power
development platforms and reliability and flexibility assets;

« Low carbon fuels (replacement) - natural gas and
bioenergy in the near-term, and hydrogen and synthetic
fuels in the longer-term;

« Energy & resource efficiency (conservation) - increasing
efficiency gains and better waste management solutions;

e Carbon management - capture, transportation, and
sequestration or use of carbon emissions.

Here are some factors that we focus on when evaluating
infrastructure investments in decarbonization:

Stable, long-term cash flows

Many companiesinthe decarbonization space have venture-like
risk-return profiles; they are not expected to generate positive
cash flow in the immediate future and customer contracts are
short-term. Instead, we prefer assets that will generate stable
free cash flow over the long-term. We also look for investments
that mitigate that risk through structure and revenue ‘stacking’,
while avoiding decarbonization assets with commodity price or
volume risk.

Strong market position with high barriers to entry
Decarbonization assets are becoming highly complex and
require strong technical expertise and advanced logistical
abilities. We look to be early movers by understanding emerging
trends through our thematic sourcing, developing a broad
network of industry experts, and finding the right partners.
This allows us to assemble the best team to understand these
complexities and gives us the time to fully analyze them.

8|

Platforms versus single assets

We have a strong preference for platform expansion
investments with a combination of assets that are operating,
under construction, and in the pipeline. Platform investments
have several advantages over single asset investments, including
the potential to deploy significant amounts of capital at scale.
It is also possible to create value by de-risking projects from
development to construction and completion, and to capitalize
on cost efficiencies across projects. In addition, they offer the
opportunity for efficient capital allocation between different
projects in terms of size, geography and complexity, and risk
diversification across projectsin terms of geographies, markets,
revenue streams, counterparties, sectors, and technologies.

Low disruption risk

Regulatory tailwinds are driving decarbonization investment
growth. These long-term plans, in many cases enshrined in
law, provide us with comfort that these assets will face low
disruption risk for many decades to come.

Near-term transactability

Finally, we prioritize investments where we see a clear path to
execution, such as investments in proven technologies with a
track record of commercial adoption and in situations where we
can establish a competitive advantage; for example, this could
be through prior investment in the sector, existing operational
expertise, or a wide, sector-specific relationship network.

The synthetic fuels industry is a good example of this. These
fuels are being developed by large strategics through in-house
research and development, and commercial adoption is not
yet proven; this makes it difficult to facilitate a transaction. In
addition, we seek investments that have the potential to offer
returns within our target range and that are achievable under a
conservative base case, with additional optionality built on top
via value creation initiatives.
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Figure 5 - Examples of characteristics we look for across solutions
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Partners Group’s approach to carbon
intensive investments

We are committed to avoiding greenhouse gas-intensive
activities in our direct investment universe as we consider
climate change regulations a material investment risk.
Generally, this includes the following investments, which we
avoid in principle due to their long-term risk and misalignment
with market trends, unless we can develop a carbon reduction
strategy to positively influence them towards a low-carbon
transition:

e Businesses whose main product or service supports
thermal coal extraction, transportation, or use for energy
generation, and have no plans to address this;

e Businesses whose main product or service supports
crude oil exploration, production, refining, transportation,
or storage; or the transportation and storage of refined
products (specialist derivatives productionis not excluded);

e Service providers for the coal and oil upstream industry,
such as drilling rig operators, fracking sand suppliers, and
oilfield service providers;

e Treatmentand logistics services for Canadian oil sands; and

e Deforestation orthe burning of vast natural ecosystems for
the purpose of land clearance.

EXECUTIVE SUMMARY

In addition, for our direct infrastructure investments, which are
those most exposed to carbon-intensive industries, we carefully
assess their potential impact on climate change based on four
critical factors:

1. Emissions intensity;

2. Alignment with a low-carbon economy
transition pathway;

3. The materiality of carbon-intensity
to operations; and

4. Partners Group'’s capacity to mitigate impacts through
active ownership.

For primary and secondary infrastructure investments,

we strive to invest with investment managers that align

with our commitment to support a transition to a low-carbon
economy. We also aim to reduce our exposure to
carbon-intensive portfolios.

Decarbonization | 11
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The next generation of decarbonization
infrastructure requires greater expertise

With traditional infrastructure investor profiles evolving
and value-add investors continuing to innovate, private
infrastructure is changing from portfolios of single assets
to multi-dimensional businesses. This requires greater
in-house expertise to navigate the growing complexity.

At Partners Group, we aim to build sustainable businesses
and infrastructure platforms across the decarbonization
giga-theme.

Thematic exposure

Partners Group was an early investor in renewables.

Since 2001, we have built a global renewable portfolio
containing >8.4 GWs of mostly contracted capacity.

Our natural gas platforms offer a path to low-risk exposure
towards emerging options like low-carbon gases and
hydrogen. Within the carbon management industry, we
focus on transportation and sequestration assets, which are
underpinned by long-term ‘take-or-pay’ contracts, rather than
the capture technology itself.

Operating Directors
and Entrepreneurial
Governance (ODEG)

In-house value

creation & research

12]

ESG best practices

Building long-lasting businesses requires best-in-class ESG
initiatives. Our dedicated ESG & Sustainability team is actively
involved both pre and post-investment; they work closely
with the investment teams and portfolio management to
screen opportunities and develop ESG-focused value creation
initiatives. For example, with our recent investment in GREN,
a district heating and cooling platform in the Baltics that
mainly uses biomass fuel, our ESG & Sustainability team has
been highly involved in ensuring there is a pipeline of properly
sourced ‘sustainable’ biomass. This is a critical step in ensuring
the platform has a positive decarbonization impact and
required specific knowledge that was held by our ESG &
Sustainability team.

Value creation

We employ three value creation strategies, with a demonstrated
impact, across our infrastructure portfolio: Building Core,
Operational Value Creation, and Platform Expansion.

In Building Core, we create value by de-risking the development
and construction of core assets for those who are not willing
to underwrite that risk. Operational Value Creation involves
introducing entrepreneurial ownership and governance to
operating businesses to increase their quality and performance,
enable a transformation of the business, or to accelerate
growth. While these are both valuable creation strategies,
most of our infrastructure investments focus on Platform

Expansion opportunities.

Portfolio & risk
management
capabilities
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Patrizia

Anlagen in Infrastrukturen aus Sicht
einer Schweizer Pensionskasse

$. PATRIZIA

PATRIZIA Infrastructure ist seit 25 Jahren in Anlagen in Infrastrukturen
flr qualifizierte Investoren tatig. Sie verwaltet aktuell EUR 7 Mrd. in Spe-
zialmandaten und Kollektivanlagen. Sie hat sich auf den attraktiven Markt
fir mittelgross kapitalisierte Infrastrukturen spezialisiert. Sie investiert er-
folgreich in Infrastructure Equity und Debt sowie Listed Infrastructure.
Das Team besteht aus rund 70 Spezialisten. Die Senior Managers verfi-
gen einzeln Gber 15 bis 34 Jahre an relevanter Industrieerfahrung. Die
Standorte sind London, Frankfurt am Main, Canberra und Sydney.

PATRIZIA wurde 1984 gegriindet und ist eine international erfolgreiche
Asset Managerin in Immobilien und Infrastruktur (Real Assets). Sie ver-
waltet derzeit EUR 56 Mrd. in offenen und geschlossenen Kollektivanla-
gen sowie Spezialmandaten fur Gber 500 institutionelle Kunden aus allen
Kontinenten. Sie deckt alle Rendite-Risiko-Segmente und Transaktions-
arten inklusive Single Asset Deals ab. Sie ist weltweit mit rund 1'000 Mit-
arbeitern an 28 Standorten vertreten. Hauptsitz ist Augsburg in Bayern.
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Reichmuth & Co

Auf dem Weg zu Net Zero -
Sektortrends bei Infrastrukturinvestitionen

REICHMUTH&CO

PRIVATBANKIERS

Reichmuth Infrastruktur, als Teil der Privatbankengruppe Reichmuth &
Co, fokussiert sich seit 2012 als spezialisierter paneuropdaischer Asset
Manager auf Infrastrukturinvestitionen in den Bereichen Energie, Trans-
portwesen und Entsorgung. Damit bietet Reichmuth Infrastruktur institu-
tionellen Anlegern Zugang zu nachhaltigen Anlageldsungen mit langfris-
tig attraktiven Renditen. Reichmuth Infrastruktur verwaltet EUR 1.5 Mia.
tber mehrere Investmentfonds und segregierte Mandate. Das interdis-
ziplinare Team aus 18 Investment, Asset und Client Relations Managern
verfugt Uber langjahrige Erfahrungen, ein breites Branchennetzwerk und
etablierte Partnerschaften mit Industrieunternehmen.



REICHMUTH&CO

Swiss
c) Sustainable
Finance




Mit dem ,Green Deal”, den die Europaische Union 2019 vorstellte, wurden neue Massstabe in Bezug auf
die Zielsetzung zur Vermeidung klimaschadlicher Aktivitaten gesetzt. Geméass Schatzungen der
Européischen Kommission kénnten in Europa bis 2030 Investitionen in Héhe von mehr als EUR 1 Bio.
notwendig sein, wovon tber 50% in saubere Verkehrsldsungen und erneuerbare Energien fliessen
mussten®. In der Schweiz durften nur fiir die Energieversorgung bis 2050 Investitionen von CHF 100 bis
200 Mia. erforderlich sein. Im Durchschnitt fallt damit jedes Jahr ein gigantisches Volumen an
Investitionsbetragen an. Das Ziel, bis 2050 der erste klimaneutrale Kontinent der Welt zu werden, ist
finanziell &usserst ambitioniert. Ein solcher Umbau ist nur moglich, wenn Projekte geografisch, technisch,
vertraglich und finanziell so strukturiert werden, dass Uber viele Jahre stabile Ertrage fur die Eigen- und
Fremdkapitalgeber anfallen. Wahrend die globale Vorreiterrolle als ,first-mover” Risiken birgt, sind die
Aussichten auf entstehende Wachstumsimpulse durch eine grine Revolution in der aktuellen Lage der
Weltwirtschaft wichtiger denn je. Nicht zuletzt
verdeutlicht der Krieg in der Ukraine, dass die

: . _ Der Fokus auf nachhaltige
Energiewende weiter beschleunigt werden muss

— denn der Anreiz, nun besonders schnell auf Investitionen, die den Green-Deal
griine Energien umzusteigen, steigt aufgrund der unterstitzen, er6ffnen neue,
Abhangigkeit und den steigenden Preisen fir dynam ische

konventionelle Energietrager.

Mit den ambitionierten Kohleausstiegszielen und
einer starken politischen Position im Kampf Infrastrukturanlagen.

gegen den Klimawandel hat Europa eine

fihrende Rolle bei der globalen Energiewende eingenommen. Um den enormen Investitionsbedarf zu
stemmen, bietet dies vor allem fur private Investoren in Infrastrukturanlagen eine Chance, dabei zu helfen,
die Dekarbonisierungsziele zu erreichen. Asset Manager im Bereich Infrastruktur fokussieren vermehrt auf
Investitionen in umweltfreundliche Technologien, um damit auch dem zunehmenden Bediirfnis der
Investoren (LP’s) Rechnung zu tragen, einen Beitrag zum Erreichen der Klimaneutralitat in Europa
beizusteuern. Jingste Studien zeigen, dass fur das Erreichen von Netto-Null-Emissionen in Europa
Investitionen in Hohe von etwa $28 Bio. erforderlich sind, wobei 50% davon direkt in Infrastrukturprojekte
fliessen mussen?. Um klimaneutral zu werden ist es gegenwartig und zukiinftig unabdingbar, neben der
Energiewende auch die Modernisierung bestehender Infrastruktur, vor allem im Verkehr, voranzutreiben
und weiter neue Kapazitat (z.B. breites Netzwerk an ¢ffentlichen Ladestationen fur Fahrzeuge) zu
schaffen. Im Folgenden werden die Chancen und die Schwierigkeiten bei diesem Unterfangen fir die von
Infrastrukturanlagen relevanten Sektoren beleuchtet.

Investitionsmoglichkeiten bei

Erneuerbare Energien legen den Grundstein

Die Dekarbonisierung im Energiesektor bedeutet den Ausbau der installierten Kapazitat an erneuerbaren
Energiequellen bei gleichzeitiger Stilllegung konventioneller Energieproduktion. Geméass Statnett soll der
Anteil an erneuerbaren Energien im Energiemix europaischer Lander von 27% im Jahr 2016 auf 64% im
Jahr 20403 gesteigert werden. Schweden hat noch ambitioniertere Ziele und hat sich verpflichtet, bis 2040
die gesamte Energieproduktion auf erneuerbare Energiequellen umzustellen. Méglich macht dies der
anhaltende Ausbau an erneuerbarer Energiekapazitat aus Windanlagen und der Photovoltaik. Die
Energieproduktion dieser erneuerbaren Energiequellen schwankt aufgrund der Wetterverhaltnisse jedoch
stark und kann daher in Bezug auf die Stabilitat nicht mit herkdmmlichen Produktionsquellen wie der
Kernkraft mithalten. Daher bendtigt es mit dem Zuwachs an erneuerbarer Energiekapazitat auch eine

! Net-zero Europe, McKinsey Global Institute, 2020
2 Net Zero by 2050, IAE, 2021
8 Long-term Market Analysis of the Nordic Region and Europe 2016-2040 — Stattnet, 2016
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fundamentale Verdnderung im Europaischen Energiesystem. Konkret geht es dabei um die
Flexibilisierung des Netzes durch die Erhdhung der Energiespeicherkapazitaten sowie intelligentem
Lastenmanagement. Allerdings musste allein bis 2030 der jahrliche Ausbau der Stromkapazitét
gegeniber dem Jahr 2020 verdreifacht werden.

Der Ausbau bestehender und neuer Energieinfrastruktur erfordert umfangreiche Investitionen, die, wie
bereits erwahnt, zunehmend von privaten Infrastrukturinvestoren gestemmt werden missen. Gerade beim
Ausbau erneuerbaren Energien kénnen institutionelle Anleger auf eine bewahrte Anlageklasse
zurlickgreifen, die langfristig attraktive und stabile risikoadjustierte Renditen bietet. Mit der
Weiterentwicklung der angewandten Technologien sind die Stromgestehungskosten in den vergangenen
10 Jahren stark gesunken und die Abhangigkeit von Subventionen hat sich stark reduziert, wodurch auch
gewisse regulatorische Risiken geringer geworden sind. Das Marktpreisrisiko lasst sich heute immer mehr
durch sogenannte Power Purchase Agreements (PPAs) oder Stromabnahmevertrage mit stabilen
Gegenparteien (z.B. grosse Unternehmen) als Abnehmer reduzieren. PPAs geben dem Anleger
dementsprechend auch Flexibilitat bei der Gestaltung ihres Risikoprofils. Da sich der PPA-Markt fur
Unternehmen in Europa weiterentwickelt und das Interesse daran flr Versorgungsunternehmen weiter
zunimmt, stellen hochwertige langfristige Stromabnahmevertrage die attraktivste Losung zur Absicherung
langfristiger Strompreisschwankungen dar.

Fir den Anleger sollten besonders die Risiken auf Projektebene im Vordergrund stehen. Emeuerbare
Energien weisen je nach Investitions- respektive Entwicklungs-, Bau- und Betriebsphase ein
unterschiedliches Risiko/Rendite-Profil auf. Die Entwicklungsphase, welche die technische Planung des
Projekts, das Einholen der Genehmigungen und die Unterzeichnung von Industrie- und
Finanzierungsvertragen umfasst, hat das Potenzial fiir die héchsten Renditen. Das Hauptrisiko besteht
jedoch darin, dass das Projekt nicht fortgesetzt werden kann, d.h. dass die Anlage nicht erstellt wird. Nach
Abschluss der Entwicklungsphase erfolgt der Bau, respektive die Erstellung der Anlage. Sie enthélt noch
Restrisiken, insbesondere wahrend der

. Bauarbeiten, die sich verzdogern oder zusatzliche
Gerade beim Ausbau erneuerbaren Kosten verursachen kénnen. Diese Risiken

Energien kdnnen institutionelle konnen direkt durch den Kaufer getragen oder
Anleger auf eine bewahrte auch an den Generalunternehmer ausgelagert

Anlageklasse zuriickgreifen, die werden.

o . . Waéhrend die Richtung sowie die Ziele der
Iangfrlstlg attraktive und stabile Européaischen Union klar sind, bestehen jedoch

risikoadjustierte Renditen bietet. weiterhin Hiirden in den einzelnen
Mitgliedslandern, die Investitionen gerade bei

erneuerbaren Energien vor Herausforderungen stellen. Das zeigt sich zum Beispiel in der Schweiz, wo die
Bewilligungsverfahren fir neue Windkapazitéat mit beschwerlichen Wartefristen und erheblichem
burokratischen Aufwand verbunden sind. So ging beispielsweise vor der Bauphase des Windpark
Gottardo im letzten Jahr ein Planungs- und Genehmigungsprozess von 16 Jahren vorweg. Fur eine
Beschleunigung des Ausbaus der Energiekapazitat benétigt es effiziente Rahmenbedingen, u.a. beim
Genehmigungsverfahren, sowie bessere Rechtssicherheit fur private Investoren.

Umstellung auf saubere Verkehrslésungen

Fir die moderne Gesellschaft ist Mobilitét ein Gewinn. Einer der zentralen Verursacher von CO2 ist
jedoch der Verkehrssektor — in Europa ist er (einschliesslich des Internationalen Luft- und Seeverkehrs)
flir 20% der gesamten Treibhausgas-Emissionen verantwortlich. Im Verkehrssektor werden ca. 95% der

‘0



Emissionen durch strassengebundenen Verkehr verursacht. Die restlichen 5% verteilen sich auf die
Luftfahrt, den Schienenverkehr und andere Verkehrsmittel.

Der Weg zur Netto-Null-Emissionen-Gesellschaft birgt grosse Chancen und Herausforderungen. Viele
Bemuhungen zur Reduktion des CO2-Ausstosses reichen jedoch in den meisten Sektoren bis heute noch
nicht aus. Abbildung 1 zeigt, dass die Anstrengungen, die im nachsten Jahrzehnt unternommen werden
muissen, in den meisten Bereichen gegeniiber dem Durchschnitt der Jahre 1990 bis 2020 deutlich erhoht
werden missen, um die ambitionierten Klimaziele zu erreichen.

Abbildung 1: Durchschnittliche jahrliche Reduzierung der Emissionen nach Sektoren
in Mt CO2-Aquivalente

Energie - 13.6
I 3.
a 7.2
Verkehr Od 72
2030-2045 2
. 5
Immobilien # 5.1 m2019-2030 2
1990-2019 *
. 7.9
Industrie I .3
3.3
3.7

Landwirtschaft _o 71.1

1) Im Vergleich zu 2019
2) Ziele 2030 und 2045 entsprechend der Klimaziele der EU

Quelle: Europédische Kommission; McKinsey

Wie in anderen européaischen Landern ist auch in der Schweiz der Verkehr der grosste
Energieverbraucher. 36% der Endenergie wurde 2017 im Verkehrssektor verbraucht®. Neben der
Energiewende muss daher auch die Verkehrswende weiter an Prioritat gewinnen. Das betrifft die Politik
und die Investoren im Bereich nachhaltiger Infrastruktur, die bisher vor allem auf die erneuerbaren
Energien gesetzt hat. Verkehrsverlagerung auf die Schiene ist dabei ein Kernelement zukunftsfahiger
Mobilitét, denn die Eisenbahn ist das umweltfreundlichste Massenverkehrsmittel. Wenn also mehr Verkehr
auf die Schiene verlagert wird, sinken Emissionen und Ressourcenverbrauch. Im Mittelpunkt steht hier der
flachendeckende Einsatz nachhaltiger Antriebstechnologien (primér Elektroantrieb) im Personen- und
Guterverkehr.

Die Verlagerung des Guterverkehrs auf die Schiene kann Emissionen weiter senken, da Giterziige ca.
80% weniger CO2 pro tkm ausstossen als Lkws®. Zurzeit werden in Deutschland rund 20% der Guiter mit
der Bahn transportiert, in den Nachbarlandern Osterreich und Schweiz liegt der Anteil anderthalb- bis
zweimal héher. Um eine Verlagerung zu ermdglichen, bedarf es zusatzlicher Kapazitaten bei der
Infrastruktur, besonders an den Knotenpunkten, sowie einer héheren Zuverlassigkeit des
Transportsystems Schiene. Dabei spielt die Elektrifizierung der Schiene eine wesentliche Rolle, was
wiederum eine erhebliche Modernisierung der gesamten Wertschépfungskette, vom Schienennetz bis hin
zu den Lokomotiven, ndtig macht. Abbildung 2 verdeutlicht das Aufholpotential in der EU in Bezug auf die
Elektrifizierung des Schienennetzes.

4 Bundesamt fiir Energie BFE, Schweizerische Gesamtenergiestatistik, 2017
5 https://www.allianz-pro-schiene.de/themen/gueterverkehr/
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Abbildung 2: Anteil elektrifzierter Strecken im staatlichen Eisenbahnnetz
in ausgewabhlten européischen Landern
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Quelle: Allianz pro Schiene, 2018

Die Verlagerung des Personenverkehrs auf die Schiene bietet weiteres Potenzial zur CO2- Reduzierung.
Die Bahn verursacht weit weniger CO2-Emissionen als ein Personenwagen. Um dieses Potenzial
ausschopfen zu kénnen, ist allerdings die Wettbewerbsfahigkeit und relative Attraktivitat (z.B. Angebot an
Fahrten, Reisedauer, Zugang zu anderen offentlichen Verkehrsmitteln) des Schienenverkehrs
entscheidend.

Auf dem Weg zu Net-Zero werden neue Technologien im Verkehrswesen nicht nurim Zusammenhang mit
der Schiene im Mittelpunkt stehen. Als Investor im Bereich der Aviatik, wissen wir um die
Herausforderung, skalierbare Dekarbonisierungsmassnahmen in der Luftfahrt einzufihren. Die Nutzung
alternativer, synthetischer Brennstoffe bietet ein grosses Handlungsfeld mit grossem Potential. Aktuell
sind die wichtigsten Anséatze, um CO2-Emissionen im Flugverkehr zu senken, Massnahmen zur
Reduzierung des Treibstoffverbrauchs, d.h. den Einsatz von effizienteren Triebwerken, die
Gewichtsreduzierung sowie die Flugwegoptimierung. Zusatzlich geht der Fokus in der Branche auf
alternative Kraftstoffe, die bereits heute fir eine bis zu 50%ige Beimischung zu fossilem Kerosin zertifiziert
sind®. Nachhaltige Kraftstoffe sind jedoch noch wenig verfiigbar und deutlich teurer als fossiles Kerosin.
Vollsynthetische Kraftstoffe auf Basis von grinem Wasserstoff und CO2 bendtigen zudem grosse Mengen
erneuerbarer Energien: Rund 5% des jahrlichen Bedarfs einer grossen Airline erfordern die
Energieproduktion eines Solarfelds, das der doppelten Landflache Manhattans entspricht’. In Zukunft
kénnten disruptive Technologien, zum Beispiel Wasserstoffantriebe, flir saubere Antriebe eingesetzt
werden. Diese stehen jedoch derzeit noch am Beginn ihrer Entwicklung und kdnnen erst in einigen
Jahrzehnten als leistungsstarke Brennstoffzellen oder Fliissigwasserstofftanks im Flugzeug installiert
werden. Da sich konventionelle Infrastrukturprojekte Uiber ihre Visibilitdt der Ertragsquellen und erprobte
Geschaftsmodelle auszeichnen, stellt sich fur Infrastrukturinvestoren die Frage, inwieweit man sich den
technologischen Risiken aussetzen will und kann.

61aTA
7 McKinsey WEF Clean Skies Report
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Infrastruktur Portfolios im Wandel

Der Fokus auf nachhaltige Investitionen, die den Green-Deal unterstitzen, erdffnen neue, dynamische
Investitionsmoglichkeiten bei Infrastrukturanlagen. Investoren er6ffnet sich die Gelegenheit, vermehrt in
diese zu investieren und das bestehende Infrastrukturportfolio zu erganzen. Auch wenn sich die
zunehmende Erzeugung erneuerbarer Energie deutlich positiv auf die Zukunft Europas auswirkt — speziell
in Bezug auf niedrigere CO2-Emissionen — so stellt aber dieses Wachstum eine ernsthafte
Herausforderung an das europdische Stromversorgungsnetz. Die Investoren sollten hinterfragen,
inwiefern sie emissionsreiche Altanlasten oder sogenannte «legacy assets», in ihren Portfolios haben.
Schéatzungen zufolge wird sich der Wert von gewissen Infrastrukturanlagen, die durch den Ubergang zu
Netto-Null-Emissionen verloren gehen, auf EUR 215 Mia. belaufen (u.a. alleine EUR 45 Mia. im
Erddlraffinerie-Sektor)®. Sogenannte «Stranded Assets», d.h. jene Vermdgenswerte, deren wirtschaftliche
Bedeutung endet oder erheblich geschmaélert wird, kdnnen fir einige Infrastrukturinvestoren im Zuge der
Energiewende noch zu Wertberichtigungen fuhren. In Grossbritannien beispielsweise werden
Kohlekraftwerke spatestens 2025 vom Netz genommen. Wahrend Kohle in einigen EU-L&ndern nach wie
vor eine wichtige Quelle fur die Stromerzeugung ist, wird die Européische Union aufgrund ihrer
Verpflichtung, die Netto-Null-Emissionsziele zu erreichen, rasch neue, saubere Energiequellen einsetzen
miissen. Ein weiterer Bereich ist die Ol- und Gasinfrastruktur. Weltweit gibt es zahlreiche Fragen, die sich
vor allem Infrastrukturinvestoren stellen missen - zum Beispiel: Wann werden Fahrzeuge mit
Verbrennungsmotor verboten werden? Wie schnell werden die Verbraucher auf Elektroautos umsteigen?
Oder wie schnell kdnnen die Industrielander auf erneuerbare Energien umsteigen? Auch die Einnahmen,
die einst aus begehrten Infrastrukturanlagen geflossen sind, wie z. B. die fir bestimmte Mautstrassen,
kénnten zukunftig weniger vorhersehbar sein, weil es in den nachsten Jahrzehnten weniger Verkehr
geben kdnnte.

Uber Reichmuth Infrastruktur

Reichmuth Infrastruktur, als Teil der Privatbankengruppe Reichmuth & Co, fokussiert sich seit 2012 als
spezialisierter paneuropdischer Asset Manager auf Infrastrukturinvestitionen in den Bereichen Energie,
Transportwesen und Entsorgung. Damit bietet Reichmuth Infrastruktur institutionellen Anlegern Zugang zu
nachhaltigen Anlagelésungen mit langfristig attraktiven Renditen. Reichmuth Infrastruktur verwaltet CHF
1.5 Mia. Uber mehrere Investmentfonds und segregierte Mandate. Das interdisziplinare Team aus 18
Investment, Asset und Client Relations Managern verfugt tber langjahrige Erfahrungen, ein breites
Branchennetzwerk und etablierte Partnerschaften mit Industrieunternehmen.

Marc Moser

Head of
Infrastructure Client
Relations

8 Net-Zero Europe, McKinsey Global Institute, 2020
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Disclaimer

Diese Publikation ist keine Offerte zum Kauf oder zur Zeichnung von Anteilen. Bei der aufgefuhrten Performance handelt es sich
um historische Daten, auf Grund derer nicht auf die laufende oder zukiinftige Wertentwicklung geschlossen werden kann.
Insbesondere kann die Erhaltung des investierten Kapitals nicht garantiert werden. Die Publikation ist nicht das Ergebnis einer
individuellen Finanzanalyse, die Informationen berticksichtigen weder die spezifischen oder kiinftigen Anlageziele noch die
steuerliche oder finanzielle Lage oder die individuellen Bedurfnisse des einzelnen Empféangers. Sie ersetzt nicht die vor jeder
Kaufentscheidung notwendige qualifizierte Beratung, insbesondere auch bezuglich aller damit verbundenen Risiken. Die
Angaben in diesem Dokument werden ohne jegliche Garantie oder Zusicherung zur Verfiigung gestellt, dienen ausschliesslich
zu Informationszwecken und sind lediglich zum persénlichen Gebrauch des Empféangers bestimmt. Reichmuth & Co Ubernimmt

keine Verantwortung und gibt keine Gewahr dafiir ab, dass die Informationen in den vorliegenden Unterlagen fehlerlos sind.
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Schroders Capital

Why private capital should fuel
the accelerating energy transition

Schroders
capital

Schroders Capital mit einem verwalteten Vermégen von rund 88 Mrd.
USD* ist die Private Markets Sparte von Schroders, der globalen Vermo-
gensverwaltungsgruppe. Schroders Capital bietet Zugang zu einem um-
fassenden Angebot an Risiko-Rendite- sowie Nachhaltigkeits- und Im-
pact-Profilen unter einem Dach und mit globaler Reichweite. Unsere
Strategien sind als einzelne Komponenten konzipiert, auf die tiber Fonds
zugegriffen werden kann, oder als Teil von massgeschneiderten Portfo-
lioldsungen, die wir fir bestimmte Ziele entwickeln. Unser Angebot er-
streckt sich Uber die vier Geschaftsbereiche Private Equity, Real Estate,
Private Debt & Credit Alternatives sowie Infrastructure, mit den beiden
Ubergreifenden Kompetenzbereichen ‘Solutions’ und ‘Sustainability &
Impact’. So kénnen wir Investments zu massgeschneiderten Lésungen
fur institutionelle und private Kunden kombinieren und Zugang zu einer
unubertroffenen Bandbreite an nachhaltigen und impact-orientierten In-
vestitionsmaoglichkeiten bieten. Das Team strebt nachhaltige Renditen
durch einen strikten Ansatz und im Einklang mit einer Kultur an, die sich
durch Leistung, Zusammenarbeit und Integritat auszeichnet.

*per 30. Juni 2022
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Investing in renewables is not just good
for the planet, it offers long-duration
assets with secure, inflation-linked
income. But there are nuances.

Energy security has been dragged into the spotlight by
Russia’s invasion of Ukraine. How does this impact the
energy transition?

It seems certain that the build-out of renewable energy projects
in the UK and across Europe is set to accelerate, as countries
move to replace Russian gas with reliable, cheap domestic
renewables. But the story is more nuanced than that. In the

UK, legally binding 2050 net zero targets have meant that this
replacement was inevitable. However, the invasion has created a
new urgency. Measures that were set to be implemented later in
the journey are being advanced considerably.

So, what does the UK’s energy future look like?

The UK's Committee on Climate Change (CCC) has long foreseen
that electricity would be the first step in decarbonizing the
economy. This has begun with the near-total removal of coal
from the grid and the widespread deployment of wind and
solar, with biomass also making a contribution. The carbon
intensity of UK electricity has dropped from around 500g of CO2
for every kWh of electricity generated to less than 200g today,
and is forecast to be under 50g by the early 2030s. Most of this
reduction will come from increased penetration of wind - largely
offshore - and solar.

Energy supply is only one side of the equation. How will
decarbonization affect electricity demand?

While decarbonization of electricity is underway over the next
decade, the CCC expects demand to remain largely flat and
the cost of decarbonizing ground transport (largely cars) and
space heating to decline. This would likely be achieved through
technological advances in EVs and heat pumps.

Richard Nourse
Managing Partner, Schroders Greencoat

In the mid-2030s, as these switches start to roll out widely,
demand for electricity will rise accordingly, doubling by 2050.

By this time, electricity will supply most of the UK’s energy needs,
displacing gas and oil. The CCC forecasts that clean hydrogen will
be needed to decarbonize hard-to-treat parts of the economy,
with hydrogen electrolysis driving yet further electricity demand.
It is less certain how that doubling in electricity demand will

be met. Renewables will play a large part, but the government

is also placing bets on new nuclear and CCUS (carbon capture,
usage, and storage).

You say the story is nuanced. Can you provide more detail
on how challenges in power generation will differ around
the world?

Each country committed to net zero is seeking to square the new
“trilemma” of achieving net zero, maintaining energy security,
and transitioning in a way that is affordable for its people and

its industry.

Different areas will follow different routes, depending on their
energy usage, their sun and wind resource, and geographic
specifics. In Spain, a kilowatt hour of solar electricity is about
half the price of production in the UK because, as holiday-makers
know, Spain receives twice as much sun. It also has large open
spaces and an excellent wind resource, so will likely have lots
more onshore wind.

In New Mexico in the US, peak energy demand is in summer
afternoons, making solar and batteries a clear choice. On the
Gulf Coast in Texas, morning and evening ocean winds make it
an ideal location for low-cost hydrogen production. France will
rely on nuclear for the foreseeable future.

Schroders



Overall, which generation technologies will have the
most impact?

For most countries, the answer will be wind and solar in the
near-term and, in some, nuclear later on. The UK government’s
recent commitment to 24GW of nuclear power doesn't currently
have a clear target date, with Sizewell the only short-term option
- mid-2030s - after Hinkley comes online toward the end of

this decade. And yes, there might be some new technologies
invented by then, but without wind and solar, we cannot expect
to reach net zero targets within the relevant timescales.

The US climate envoy John Kerry talks about “backslide” risk.
Can you tell us about that?

Mr Kerry said there is risk that moving away from Russian gas
may cause a “back-slide” to coal in some countries. For example,
the phase-out of coal in Germany will now take rather longer,
because the replacement of relatively cheap Russian gas by
more expensive LNG from Qatar or the US will be mitigated by
domestically sourced coal being used for longer.

Another example is Japan, which is densely populated due to its
mountainous terrain, resistant to nuclear energy since the 2011
Fukushima disaster, and unsuitable for solar or wind energy.

In addition to coal, Japan will likely have to enter into long-term
LNG supply agreements, which would further delay the net zero
transition, to which Japan is only a recent convert.

Why should investors consider renewables?

The financial benefits of renewables infrastructure in the current
environment are clear. Comments like those from Bank of
England Governor Andrew Bailey on the central bank’s inability
to prevent inflation from reaching 10% have not been heard by

a generation of investors. It's unnerving, but it means that long-
duration assets with secure, inflation-linked income - such as
renewables - will be in high demand, providing reliable hedges
to liabilities, as well as holding their value.

Renewables are obviously sustainable, but where do they fit
with wider ESG goals?

Investing is about more than financials now. We're still early

on in what will be a long journey to create a green financial
system in the UK, Europe, and beyond. In the UK, for example,
the government’s Roadmap to Sustainable Investment set out
three phases: informing, acting, and shifting. As an economy
we're still mostly in phase one, which is to deliver ‘decision-useful’
information on sustainability to asset allocators. We expect the
next stages to drive further capital into green investments.

Beyond the generation of clean electrons, Schroders Greencoat
is extremely rigorous in its ESG processes and ensures social a
nd governance aspects are held to the highest standards.

Our ESG assessment is ‘full spectrum’ and incorporates
biodiversity, diversity & inclusion, social challenges, cyber
security, supply chain transparency, workplace safety... the list
goes on, and we are proud of its length!
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Schroders Capital mit einem verwalteten Vermégen von rund 88 Mrd.
USD* ist die Private Markets Sparte von Schroders, der globalen Vermo-
gensverwaltungsgruppe. Schroders Capital bietet Zugang zu einem um-
fassenden Angebot an Risiko-Rendite- sowie Nachhaltigkeits- und Im-
pact-Profilen unter einem Dach und mit globaler Reichweite. Unsere
Strategien sind als einzelne Komponenten konzipiert, auf die Gber Fonds
zugegriffen werden kann, oder als Teil von massgeschneiderten Portfo-
lioldsungen, die wir fir bestimmte Ziele entwickeln. Unser Angebot er-
streckt sich Uber die vier Geschaftsbereiche Private Equity, Real Estate,
Private Debt & Credit Alternatives sowie Infrastructure, mit den beiden
ubergreifenden Kompetenzbereichen ‘Solutions’ und ‘Sustainability &
Impact’. So kdnnen wir Investments zu massgeschneiderten Losungen
fur institutionelle und private Kunden kombinieren und Zugang zu einer
unubertroffenen Bandbreite an nachhaltigen und impact-orientierten In-
vestitionsmaoglichkeiten bieten. Das Team strebt nachhaltige Renditen
durch einen strikten Ansatz und im Einklang mit einer Kultur an, die sich
durch Leistung, Zusammenarbeit und Integritat auszeichnet.
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|s there persistence in
private equity returns?

September 2022

New research by Schroders Capital

suggests that past performance could
be more instructive for some parts of
the private equity market than others.

Our new research finds that 36% of private equity funds that were in
the top quartile for one vintage were also top quartile for the general
partner’s (GP’s) next. 64% were in one of the top two quartiles.

And only 16% dropped to the bottom.

This is according to our analysis of 3,512 private equity funds raised
since 1980 (only GPs with at least two funds are included, and only
funds with at least seven years are included, as performance of
younger funds is still fluctuating and not definitive).

Performance disclaimers repeatedly tell us that past performance is
not a guide to the future and may not be repeated. And that is true.
But is there a nuance to consider between public and private equity
funds on this front?

Our analysis suggests that the past performance of private equity
funds may provide some useful information to help think about how
they might perform in future.

This is a very different picture to what we see with public equity funds.
A recent study found that there was a greater chance that a public
equity fund in the top quartile for one five year period dropped to the
bottom for the next, than maintained its standing.

It’s a similar story with the worst performing private equity funds. GPs
with a fund ranked in the bottom quartile tend to have their next in the
bottom quartile too. Relatively few jump to the top.

Digging down a level, our research shows this holds strongly for funds
investing in both North America and Europe, and for both buyouts and
venture capital. Importantly, this persistency is statistically significant
(see Description of our analysis, at the end, for more details).

It also holds for funds investing in Asia, but not to the same degree of
statistical significance — partly influenced by there being fewer funds
in this category, which limits the conviction with which we can draw
firm conclusions.

Duncan Lamont, CFA
Head of Strategic
Research

Eufemiano
Fuentes Perez
Data Scientist

James Ellison
Head of Private
Assets Data Insights

Figure 1: There is evidence of performance persistence in private
equity funds

Percentage of private equity funds (by number) that were top quartile
for one vintage and also top or second quartile for the GP’s next
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B Top quartile for next fund  ® Second quartile for next fund

Past performance is not a guide to the future and should not be relied upon.

Source: Preqin Ltd, Schroders, 2022.

Note: Based on analysis of 3,512 private equity funds in the Preqgin database since 1980.
Only GPs with at least two funds are included, and only funds at least seven years old

are included. Performance quartile calculated based on the internal rate of return (IRR)

and multiple of invested capital (MOIC) returned to investors, net of fees. 1Persistence is
statistically significant based on a Chi-squared test at the 1% level. Asia is significant at the
5% level. Test assesses how likely it is that the performance of a GP’s fund has an association
with its next fund.
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Large funds have been less able to maintain good performance
than small and medium-sized ones

When we analysed funds by size, the results were striking. Good
performance persistence is greatest among small funds, strong and
significant among medium-sized funds, but weak among large ones.

Bad performance, however, is persistent across all sizes. i.e. a manager
with a bottom quartile fund is likely to remain bottom quartile with their
next fund.

This is an important result for private equity investors, especially given
that many allocate to large funds run by large managers. Poring over
their past performance may be less worthwhile than you realise — the
performance disclaimer was right all along. But it can be more useful
when looking at the long tail of small and medium-sized funds which
make up the bulk of the industry (in terms of number of funds).

Figure 2: Good performance has persisted in small and medium
sized funds, but not large

Percentage of private equity funds (by number) that were top quartile
for one vintage and also top quartile for the GP’s next
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Past performance is not a guide to the future and should not be relied upon.

Source: Preqin Ltd, Schroders, 2022.

Note: Based on analysis of 3,512 private equity funds in the Preqin database since 1980.
Only GPs with at least two funds are included, and only funds at least seven years old are
included. Performance quartile calculated based on the internal rate of return (IRR) and
multiple of invested capital (MOIC) returned to investors. Funds smaller than $500m have
been classed as small, $500m-$2,000m as medium, bigger than $2,000m as large.
"Persistence is statistically significant based on a Chi-squared test at the 1% level. Test
assesses how likely it is that the performance of a GP’s fund has an association with its
next fund.
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Conclusion

Our analysis provides evidence of performance persistence in
private equity - in all major areas apart from large funds. Top
performers have been more likely to perform well in their next
fund. Poor performers have been more likely to continue toiling.

You should never make an investment decision based on past
performance alone. But this suggests investors may not want to
ignore it either.

Description of our analysis:

The data used in this study comes from the Preqin Performance
database for Private Capital. This is subject to a degree of
selection bias as voluntary contributions by fund managers are
unlikely for poorly performing funds. However, Preqin seeks to
limit this by using a range of other approaches, including the
Freedom of Information Act (FOIA) and systematic processing
of regulatory filings, press releases, news and websites.

There are 9,834 funds in the Preqin database. To be included

in our analysis, funds must be either ‘Closed’ (fundraising is
closed) or ‘Liquidated’. Only funds older than seven years are
analysed. This is to avoid analysing funds whose performance is
still fluctuating and not definitive. Only funds with vintage year
after 1980 are analysed. Either the net IRR or the net MOIC of

Important Information

Third party data are owned or licensed by the data provider and may not be
reproduced or extracted and used for any other purpose without the data
provider’s consent. Third party data are provided without any warranties

of any kind. The data provider and issuer of the document shall have

no liability in connection with the third party data. www.schroders.com
contains additional disclaimers which apply to the third party data.

each fund must be available (ideally both). Funds comprised of a
single asset and GPs with less than two funds are not considered.
Applying these filters reduces the number of funds in our universe
to 3,512.

Our universe is influenced by survivorship bias as the probability
of a GP launching a second fund will be dependent on sufficiently
good performance from its first fund. As we are only looking at
GPs with at least two funds, the funds in our universe are likely to
be higher quality then the universe overall.

Funds are allocated to performance quartiles based on the
combination of their IRR and MOIC ranking, compared with
benchmark peers (regions, strategies, fund sizes or all together).
For funds which have reached the end of their life, this is based

on realised returns. For funds which are still going, it will be partly
based on unrealised returns, which are based on estimated values.

We form contingency tables and run chi-squared tests to test for
statistical significance for different slices of the data (regions,
strategies, fund sizes or all together). The null hypothesis is

that the performance of a fund has no association with the
performance of the next fund. P-values are calculated as a
measure of statistical significance.

Note to Readers in Switzerland: Schroder Investment Management
(Switzerland) AG, Central 2, CH-8001 Ziirich, Postfach 1820, CH-8021
Zirich, Switzerland. Enterprise identification number (UID) CHE-101.447114,
reference number CH02039235704. Authorised and regulated by the
Swiss Financial Market Supervisory Authority (FINMA).
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