Behaviour in the event of market fluctuations

The current crisis has led to considerable distortions on the financial
markets. While the announcement of enormous economic stimulus
packages by governments around the world provided a partial
recovery, the final economic effects of the corona pandemic are not
yet foreseeable. In particular, volatility on the stock markets returned
after a prolonged bull market.

Impact of the pandemic on various sectors of
infrastructure

Alook at the infrastructure sectors shows that they are affected very
differently. In particular, the focus is on the respective remuneration
structure. The market for alternative infrastructure investments, i.e.
unlisted investments, is not transparent due to the lack of publicly
available data. For this reason, indices of listed infrastructure
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companies are used as a guide to the development of the individual
infrastructure sectors. In the next chapter, however, the differences
to unlisted investments that need to be taken into account are
discussed.

The figure shows the performance of listed infrastructure companies
based on their quotation at the end of 2019.

In line with expectations, the telecommunications industry is emerging
as the winner of the crisis. After a 10% loss compared to the previous
year's close at the beginning of the lockdown restrictions, home-of-
fice-solutions and the enormous expansion of digital media gave a
boost to stocks in this segment. The telecommunications industry is
the only sector to show a positive development in the comparison
considered here.

Performance of listed infrastructure companies by sector in the first half of 2020!
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It is followed in second place by the network operators and utility
sector. Despite the provision-dependent and government-regulated
fee structure, the index shows a decline of more than 10% compared
to the end of 2019. Irrespective of the fundamental resistance to the
crisis, the cyclical nature of the stock markets is clearly evident. Listed
infrastructure companies show a high correlation to the stock markets
and panic on the stock exchanges leads almost immediately and across
sectors to significant losses.

1 Aquila Capital, own calculation, based on Bloomberg data
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However, the demand-dependent sectors in particular, which gener-
ally have highly cyclical compensation, have suffered significant losses.
Restrictions to contain the virus, such as curfews or school closures,
significantly intensified these effects. As a result, share prices of infra-
structure companies in the transport sector recorded slumps of up to
40% and more. Whilst the easing of restrictions led to a slight recovery,
uncertainty remains at a high level. The long-term consequences are
not yet foreseeable.



The lockdown also had a strong impact on the energy sector. Ampli-
fied by politically induced increases in supply (oil price war, gas transit)
and mild weather conditions in winter, the global slump in demand
led to significant price declines for oil and gas. In the USA, the price
even fell into negative range due to storage facilities being too scarce.
As a result of significant price declines in raw materials and a demand
shock, electricity prices also fell to very low levels, placing a significant
burden on power plant operators. In the renewable energy sector,
however, state subsidies on the one hand and the PPAs on the other
cushioned the impact considerably. Moreover, a recovery already
emerging in electricity price futures is keeping expectations very
optimistic.

In part, the crisis should have had a positive impact on companies
focusing on social infrastructure. The provision-dependent remuner-
ation of government agencies and the central importance that hospitals,
for example, play in the crisis ensure a high degree of resilience of
these infrastructure facilities in the crisis.

Unlisted infrastructure investments benefit from
low correlation with other asset classes

Compared to listed infrastructure companies, non-listed infrastruc-
ture companies — based on often contractually fixed cash flows — have
a significantly higher resistance to crises. Furthermore, they are not
exposed to the high volatility created by market players on the stock
exchange.

Comparison of asset class behaviour?
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The graph shows the development of the asset classes over the past
20 years, in which four major crises have been experienced. In line
with the low correlation to other asset classes, it becomes clear that
unlisted infrastructure investments were not subject to fluctuations
comparable to those of the equity markets during the crises. A
marginal decline was recorded after the bursting of the “dotcom
bubble”. In contrast to the distortions on the stock market, however,
this loss was more than compensated for in the following year. While
the global financial crisis and the subsequent euro crisis did not lead
to any losses, the most serious crisis of the still young millennium
saw a comparatively small decline of only 6.3%. Significant effects
on the demand-dependent sectors are decisive.

Due to the low correlation to other asset classes, non-listed infrastruc
ture investments have a high potential to improve portfolio diversification.
In contrast to listed infrastructure companies, however, the segment is
characterised by high barriers to market entry due to the volumes and
minimum capital requirements. As a diversified strategy is also essen-
tial within the segment, it is challenging for many investors to build up
infrastructure investments. However, institutional investors with a long-
term investment horizon, in particular, could benefit greatly from the
advantages. The selection of managers and access to opportunities also
represent a high hurdle.

Multi-manager approaches can help here.
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Important Notice: This document serves informational purposes only. It constitutes neither an investment advice, an investment service nor
the invitation to make offers or any declaration of intent; the contents of this document also do not constitute a recommendation for any
other actions. The validity of the provided information is limited to the date of preparation of this document and may change at any time for
various reasons, especially the market development. The sources of information are considered reliable and accurate, however we do not
guarantee the validity and the actuality of the provided information and disclaim all liability for any damages that may arise from the use of
the information. Historical information cannot be understood as a guarantee for future earnings. Predictions concerning future developments
only represent forecasts. Statements to future economic growth depend on historical data and objective methods of calculation and must
be interpreted as forecasts. No assurances or warranties are given, that any indicative performance or return will be achieved in the future.
The terms Aquila and Aquila Capital comprise companies for alternative and real asset investments as well as sales, fund-management and
service companies of Aquila Group (“Aquila Group” meaning Aquila Capital Holding GmbH and its affiliates in the sense of sec. 15 et seq. of
the German Stock Corporation Act (AktG)). The respective responsible legal entities of Aquila Group that offer products or services to (potential)
investors/customers, are named in the corresponding agreements, sales documents or other product information.
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