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Building retirement
savings while preserving
community trust

In the investment community, we deal with myriad risks every day and
they frame our decisions. In many cases, however, it’'s only when an
investment goes wrong that its risks are revealed and articulated. If an
investment makes a poor return or if there is a major financial crisis,
the community wants answers and eventually the risks that were
being taken come to light. These become “learning moments” for the
community as people come to understand more about what
institutional investors are doing with their money.
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much better able to describe what their expectations
and standards are when it comes to investment.

In the case of the global financial crisis of 2007/2008,
pension fund members were understandably outraged
when it was revealed that sub-prime mortgages had
been packaged and on-sold as if they had much greater
value than they did. Members of the community had an
underlying expectation that financial products would be
sold in a transparent way. Just because end investors
don’t articulate or necessarily think about their own
expectations or standards doesn’t mean institutional
investors shouldn’t be anticipating them.

It’s at these times of crisis that end investors become
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The community’s role in infrastructure

investments

For institutional investors who invest in essential

community infrastructure assets, there is a dual

responsibility to end-investors as well as the community.
Global infrastructure investors — who in many

cases also assume responsibility for the day-to-

day management of infrastructure assets — need to

consider and manage risks in multiple communities

and jurisdictions. We believe being able to understand

and anticipate the community’s implicit expectations

about how they should invest in and manage community

infrastructure assets is key to enabling them to make




We believe pension funds can

also act as responsible, long term
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stewards of infrastructure assets.

the investments successful and to maintaining their
social licence to operate. It’s essential for infrastructure
investors to earn and maintain community trust.

Why invest in community
infrastructure?
It appears pension funds across the globe are
increasingly investing inilliquid, unlisted asset classes,
such as infrastructure and real estate. Fund members
have generally made substantial gains from the
illiquidity premium of these assets.

Pension funds are typically well placed to
sustain investments in illiquid investments such as
infrastructure, as members’ long investment horizons are
well-matched with infrastructure assets’ long investment
life cycles. We believe pension funds can also act as
responsible, long term stewards of infrastructure assets.

Infrastructure investing carries a dual
responsibility

Pension capital is currently funding critical community
infrastructure such as toll roads, ports, airports, railway
stations and pipelines in the UK, Europe, Australia,

the Americas and parts of Asia. These infrastructure
assets are not only owned by millions of pension fund
members across the world, but are utilised by millions of
members of the public every day. Institutional investors
in these assets need to remain mindful of their fiduciary
responsibility and also of the community trust that

is vested in them as a consequence of owning and
managing critical community resources.

Given this dual responsibility, infrastructure investors
need to stay up to date with the sentiments of pension
fund members as well as members of the public who
use these infrastructure assets — and they need to be
aware of member sentiment now as well as their likely
sentiment in future years. This is to help ensure the
assets can provide their intended essential services
well and meet the always-evolving expectations and
standards of the wider community.

Holding and maintaining assets for
generations

Asset management is fundamental to a responsible
infrastructure investment process. Maximising the
return to members while maximising benefit to the
community necessarily entails continuous investment in
an asset. Indeed, an infrastructure asset often needs to
be maintained and improved over decades.

This requires a systematic approach, and an ongoing
programme of activities that seeks to protect, enhance
and exceed the target returns of infrastructure assets.
For example, in order to share best practice and lead
improvements in safety, equipment, technology and
systems in our toll road assets, at IFM Investors we
recently established and conducted a Toll Road Summit,
which brought together the talent and leadership of all
our toll road portfolio company investments.




Look for a full

picture of the risks

Understanding risk is key in the infrastructure
asset management process. Managing a major
community infrastructure asset necessarily
involves understanding all the risks facing that
business, such as climate, reputation risk, labour
issues, supply chain issues, demographic shifts,
health and safety risks, workforce management
issues, geopolitical and government policy

risks, to name a few. All these risks need to be
managed to maintain a healthy business while
remaining aligned with community standards and
expectations.

For example, how does an investor meet
expectations about managing climate risk? Using
climate scenarios (e.g. a two degrees scenario) can
assist an investor in conducting a high level risk
assessment of their infrastructure assets, to help
them understand potential climate change impacts
on industry sectors and the assets themselves.
Ideally, such an analysis would also cover transition
risks stemming from changes in policy, law,
markets, technology and prices, and physical risks
stemming from the direct impact of climate change
on our physical environment. Improvement plans
can then be developed for assets where material
risks and/or improvement opportunities exist.
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Leverage is another risk to be mindful of in
infrastructure investment. To help mitigate

credit risks, investors should take a conservative
approach to leverage at the company level in their
portfolios. They should not use leverage that would
jeopardise the long-term viability of an asset

and they should seek to ensure that their assets’
capital structures remain sustainable in a variety of
economic and industry environments.

Risk is present throughout the economy and every
institution within it. We believe pension funds that
invest in infrastructure have a responsibility to
engage with members and communities in order

to be mindful of risks, to anticipate them and to
manage them. This approach should assist in the
optimising of investment returns, and in earning the
ongoing trust of members and the people who use
their infrastructure assets every day.

Managing a major community infrastructure
asset necessarily involves understanding
all the risks facing that business, such as
climate, reputation risk, labour issues,
supply chain issues, demographic shifts,
health and safety risks, workforce
management issues, geopolitical and
government policy risks, to name a few.
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Important Disclosures

The following disclosure applies to this material and any
information provided regarding the information contained in
this material. By accepting this material, you agree to be bound
by the following terms and conditions. The material does not
constitute an offer, invitation, solicitation or recommendation in
relation to the subscription, purchase or sale of securities in any
jurisdiction and neither this material nor anything in it will form
the basis of any contract or commitment. IFM Investors (defined
as IFM Investors Pty Ltd and its affiliates) will have no liability,
contingent or otherwise, to any user of this material or to third
parties, or any responsibility whatsoever, for the correctness,
quality, accuracy, timeliness, pricing, reliability, performance
or completeness of the information in this material. In no event
will IFM Investors be liable for any special, indirect, incidental or
consequential damages which may be incurred or experienced
on account of a reader using or relying on the information in this
material even if it has been advised of the possibility of such
damages.

Certain statements in this material may constitute “forward
looking statements” or “forecasts” Words such as “expects,”
“anticipates,” “plans,” “believes,” “scheduled,” “estimates” and
variations of these words and similar expressions are intended
to identify forward-looking statements, which include but are not
limited to projections of earnings, performance, and cash flows.
These statements involve subjective judgement and analysis and
reflect IFM Investors’ expectations and are subject to significant
uncertainties, risks and contingencies outside the control of IFM
Investors which may cause actual results to vary materially
from those expressed or implied by these forward looking
statements. All forward-looking statements speak only as of the
date of this material or, in the case of any document incorporated
by reference, the date of that document. All subsequent written
and oral forward-looking statements attributable to IFM
Investors or any person acting on its behalf are qualified by the
cautionary statements in this section. Readers are cautioned
not to rely on such forward looking statements. The achievement
of any or all goals of any investment that may be described in this
material is not guaranteed.
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Past performance does not guarantee future results. The value
of investments and the income derived from investments will
fluctuate and can go down as well as up. A loss of principal may
occur.

This material may contain information provided by third parties
for general reference or interest. While such third party sources
are believed to be reliable, IFM Investors does not assume
any responsibility for the accuracy or completeness of such
information.

This material does not constitute investment, legal,
accounting, regulatory, taxation or other advice and it does not
take into accountyourinvestment objectives or legal, accounting,
regulatory, taxation or financial situation or particular needs.
You are solely responsible for forming your own opinions
and conclusions on such matters and for making your own
independent assessment of the information in this material.

This material is confidential and should not be distributed or
provided to any other person without the written consent of IFM
Investors.
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An infrastructure investment is subject to certain risks
including but not limited to: the burdens of ownership of
infrastructure; local, national and international economic
conditions; the supply and demand for services from and
access to infrastructure; the financial condition of users and
suppliers of infrastructure assets; changes in interest rates and
the availability of funds which may render the purchase, sale
or refinancing of infrastructure assets difficult or impractical;
changes in environmental and planning laws and regulations,
and other governmental rules; environmental claims arising in
respect of infrastructure acquired with undisclosed or unknown
environmental problems or as to which inadequate reserves
have been established; changes in energy prices; changes in
fiscal and monetary policies; negative economic developments
that depress travel; uninsured casualties; force majeure acts,
terrorist events, under insured or uninsurable losses; and other
factors beyond reasonable control

Australia Disclosure

This material is provided to you on the basis that you warrant
that you are a “wholesale client” or a “sophisticated investor” or
a “professional investor” (each as defined in the Corporations
Act 2001 (Cth)) to whom a product disclosure statement is
not required to be given under Chapter 6D or Part 7.9 of the
Corporations Act 2001 (Cth). IFM Investors Pty Ltd, ABN 67 107
247 727, AFS Licence No. 284404, CRD No. 162754, SEC File No.
801-78649.IFM-260CTOBER2020-1368974

United Kingdom Disclosure

This material is provided to you on the basis that you warrant
that you fall within one or more of the exemptions in the
Financial Services and Markets Act 2000 (“FSMA”) [(Financial
Promotion) Order 2005] [(Promotion of Collective Investment
Schemes)(Exemptions) Order 2001, or are a Professional Client
for the purposes of FCA rules] and as a consequence the
restrictions on communication of “financial promotions” under
FSMA and FCA rules do not apply to a communication made to
you. IFM Investors (UK) Ltd shall have no liability, contingent or
otherwise, to any user of this material or to third parties, or any
responsibility whatsoever, for the correctness, quality, accuracy,
timeliness, pricing, reliability, performance or completeness of
the information in this material.

Switzerland Disclosure

This material is provided to you on the basis that you warrant
that you are a Qualified Investor as defined in the CISA and its
implementing ordinance (“Qualified Investor”). IFM Investors
(Switzerland) GmbH shall have no liability, contingent or
otherwise, to any user of the material or to third parties, or any
responsibility whatsoever, for the correctness, quality, accuracy,
timeliness, pricing, reliability, performance or completeness of
the information in this material.
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