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What do a high-speed rail line, a toll road in Ontario and emerging renewable power technology have in
common? All have garnered billions of dollars from institutions investing in infrastructure. Proponents of
infrastructure assets note that the class, by and large, boasts yields high enough to be attractive in a
low-interest rate environment, while also providing exposure to stable, predictable cash flows. This
hasn't escaped the notice of fund managers as well as institutional investors, who have been making
generous infrastructure allocations.

Canadian financial institutions have a long history of funding infrastructure. Pension funds, insurance
companies and asset managers put money into direct investments to give them control over their
investments and avoid unnecessary fees.

According to Preqin and Infrastructure Canada:
e 67% of Canadian institutions allocate to infrastructure®
e 141 infrastructure transactions took place in Canada in 2018
e 22 billion USD was allocated to infrastructure in 2018 — the highest allocation to infrastructure
in the past five years®

The buzz around infrastructure assets may stem in part from the widespread understanding that
Canadian infrastructure needs are intensifying, as infrastructure reaches the end of its useful life and
needs repair or replacement. Canada’s long-term infrastructure investment plan amounts to $180 billion
over the next 12 years.’ The launch of the Canada Infrastructure Bank in 2018 aims to attract private
investors to fund that investment.

“The significant growth we’ve experienced in our Infrastructure Fund Services business is coming from
both specialist firms getting bigger and from new entrants, from funds in both ends of the risk/reward
spectrum — e.g. core and opportunistic," explains Cesar.

Of course, need isn't enough to justify investment in any infrastructure asset. Funds only consider assets
that are expected to meet targeted rates of return and many may not pass muster. This risk is
particularly significant for infrastructure assets because they're mostly illiquid; a toll road can't just be
traded away. Yet the assets' illiquidity is something institutional investors like pension funds are often
willing to bear for the sake of long-term exposures that match their long-term liabilities. The lack of
liquidity may also present opportunities for the largest infrastructure-focused funds, which can afford to
take on bigger projects than smaller investors, especially when they form joint ventures with other
investors. It's a valuable advantage, as investors today often must compete with one another for stakes
in the most promising infrastructure assets.

Partnering with an experienced third-party service provider that understands infrastructure allows fund
managers more time to focus on finding those promising infrastructure assets. Industry expertise and a
dedicated fund administration practice combined with technology and reporting capabilities that

Information Classification: Limited Access



support the diverse nature of infrastructure investments, will only enhance investor interest and
support continued grow of the asset class at both the fund manager and the industry level.

1 Preqin. “Canadian Infrastructure — February 2015”
2 Preqin. “Canada_Preqin_Infra_DealsExits_Annually”
3 Infrastructure Canada
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Disclaimer

The material presented herein is for informational purposes only. The views expressed herein are subject to change
based on market and other conditions and factors. The opinions expressed herein reflect general perspectives and
information and are not tailored to specific requirements, circumstances and/or investment philosophies. The
information presented herein does not take into account any particular investment objectives, strategies, tax status or
investment horizon. It does not constitute investment research or investment, legal, or tax advice and it should not be
relied on as such. It should not be considered an offer or solicitation to buy or sell any product, service, investment,
security or financial instrument or to pursue any trading or investment strategy. It does not constitute any binding
contractual arrangement or commitment of any kind. State Street is not, by virtue of providing the material presented
herein or otherwise, undertaking to manage money or act as your fiduciary.

You acknowledge and agree that the material presented herein is not intended to and does not, and shall not, serve
as the primary basis for any investment decisions. You should evaluate and assess this material independently in
light of those circumstances. We encourage you to consult your tax or financial advisor.

All material, including information from or attributed to State Street, has been obtained from sources believed to be
reliable, but its accuracy is not guaranteed and State Street does not assume any responsibility for its accuracy,
efficacy or use. Any information provided herein and obtained by State Street from third parties has not been
reviewed for accuracy. Any investment involves risk and past performance is not guarantee of future results. In
addition, forecasts, projections, or other forward-looking statements or information, whether by State Street or third
parties, are not guarantees of future results or future performance, are inherently uncertain, are based on
assumptions that, at the time, are difficult to predict, and involve a number of risks and uncertainties. Actual outcomes
and results may differ materially from what is expressed herein. The information presented herein may or may not
produce results beneficial to you. State Street does not undertake and is under no obligation to update or keep
current the information or opinions contained in this communication.

To the fullest extent permitted by law, this information is provided “as-is” at your sole risk and neither State Street nor
any of its affiliates or third party providers makes any guarantee, representation, or warranty of any kind regarding
such information, including, without limitation, any representation that any investment, security or other property is
suitable for you or for others or that any materials presented herein will achieve the results intended. State Street and
its affiliates and third party providers disclaim any warranty and all liability, whether arising in contract, tort or
otherwise, for any losses, liabilities, damages, expenses or costs, either direct, indirect, consequential, special or
punitive, arising from or in connection with your access to and/or use of the information herein. Neither State Street
nor any of its affiliates or third party providers shall have any liability, monetary or otherwise, to you or any other
person or entity in the event the information presented herein produces incorrect, invalid or detrimental results.

No permission is granted to reprint, sell, copy, distribute, or modify any material herein, in any form or by any means
without the prior written consent of State Street.
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