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INVESTMENTS

suchinvestmer B
The market for renewable energy investments has grown

markedly over the last ten years, and is a market in
constant change. In this note we look closer at infrastruc-
ture investments in renewable energy. Our objective is
to provide an overview of the opportunity set, key risks
and return drivers from the perspective of an institutional
investor.
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. INFRASTRUCTURE
INVESTMENTS IN LESS
MATURE MARKETS

Rapid growth in emerging markets and developing
economies (EMDEs) has fuelled demand for infrastruc-
ture to support economic and social development. In
this note we look closer at infrastructure investments
in these less mature markets. Our objective is to pro-
vide an overview of the opportunity set, key risks and
return drivers from the perspective of an institutional
investor.

THE DIVERSIFICATION

POTENTIAL OF REAL ESTATE

NORGES BANK

INVESTHERT MANAS

GLOBAL TRENDS AND THEIR
IMPACT ON REAL ESTATE

We review the global trends that are likely to have a significant Date 061112015
impact on real estate markets over the coming d 3
These are: globalisation, technological progress, sustainability,
demographic changes and urbanisation. We consider the
consequences of the trends for future growth and the risks of
obsolescence for real estate.
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2006 2010

Norges Bank Tokyo and

recommends Singapore
MoF to include announced as
real estate in strategic

the fund markets

MoF gives
mandate to
invest up to
5% in real
estate
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Reflect universe

Inflation hedge

Absolute return

Diversification

Real estate factor
Deliver cash flow

lliquidity premium
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GDP growth
Industrial output
Consumption

Interest rates
Inflation
Term structure

Supply and demand
Market constraints
Market leverage
Liquidity

‘real estate returns
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Influencing real estate

GLOBALISATION ' nd supply chains. Retail “show-windows’

TECHNOLOGY ’
SUSTAINABILITY ’ d. Properties for the future
DEMOGRAPHY [P h. Age increase

URBANISATION ' nd emerging markets




Real estate asset class size
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Sources: DTZ Money Into Property (2014), FTSE Global All Cap, Barclays Global Aggregate Bond Index (2015), Oxford Economics (2015) 17 .‘
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allocation to real estate




9) d invest in real estate?

10 percent defined as a range of +/-5
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A heterogonous set of
investment
opportunities

Secure long-term
purchasing power of
the fund

A wide range of
opportunities available
— total portfolio
approach warranted







Diversification

Relatively low
correlation assets

Existing

with other generate free
assets cash flow

Stability

Essential
service

High barriers
to entry

Less
exposed to
business
cycles

Duration

Cash-flow
often
regulated in
long-term
contracts

Inflation

Cash-flows
often
adjusted for
inflation




A heterogeneous set of investment
opportunities

20 roads with high . i
traffic forecast risk Communication

S

18 + Social Greenfield ™ =
infrastructure and Toll Road » Broadcast transmission,
E- availability of « Mature toll roads 0 oadas wireless infrastructure,
) transport projects ith known traffic emergency communication
(&) 16 * Key feature is the ' l : Ali systems — technology and
b history Irports, .
absence of . demand risks
8_ demand risk Ports, Rail
- * Revenues and .

c i, returns often Operating
> correlated to \ * Mature transport
k) inflation R lated ™~ Toll Roads assets subject to
e egulate - demand risk

12 Assets - Returns often

T correlated to GDP
Mature assets operating under
10 strict regulatory regimes
* Limited demand risk due to
- monopolistic position
-~ * Revenues inflation linked
8 -
Low Medium High

Risk
Source: First State Investments and NBIM. For illustration purposes only. .‘
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Privatisations
APAC - growth opportunities




et may increase







visibility




@) nlisted infrastructure?

Yes, but cautious approach is warran
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p of bonds and equities only

portfolio differs from funding
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Yes, a more holistic framework should be ado
while MoF takes the most important decisions



OUR MISSION IS TO
SAFEGUARD AND BUILD
FINANCIAL WEALTH

FOR FUTURE
GENERATIONS
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