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Road map

e What is infrastructure in today's market?
e Rise of the asset class (growth in AUM / investment by sector)

e Key factors attracting investors to infrastructure
— Stable cashflows through the cycle
— Low historical correlation with other asset classes
— Inflation protection

e Where are we in the cycle
— Changing style of infrastructure investment over time
— Valuations
— Impact of rising interest rates

e Conclusion
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What is infrastructure?

The definition has broadened significantly in recent years

Energy & Utilities Transport

What about?

e Asset light businesses, e.g. hospital operators?
e Crematoria?

e Autism community centres?

e Laundromats?
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Rise of the infrastructure asset class

Infrastructure sector now four x larger than in 2007

Growing AUM in infrastructure (USD bn) Investment by sector — annual (USD bn)
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What attracts investors to infrastructure

I 1. Defensive assets with strong performance during economic cycles

ﬁ 2. Low historical correlation with other asset classes

>
+

a — 3. Inflation protection
~~

Source: UBS Asset Management, Real Estate & Private Markets (REPM); September 2018

36 UBS



Stable performance during economic cycles

Performance during the financial crisis: defensive

Comparison of global equities and infrastructure EBITDA (2006-2011) (index: 2006 =100)
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Source: DataStream, MSCI World Index?, Listed infrastructure included in GLIO index!, UBS Asset Management, Real Estate & Private Markets (REPM); May 2018
1 Outliers removed from indices to capture M&A related earnings movements.
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Historically low correlation with other asset classes

Infrastructure has a low correlation with other asset classes

Providing improved risk-adjusted returns

Unlisted
Correlation Global Global gov. Global corp. Global listed global infra. Infrastructure case:
(Q4'07-0Q4'17) equities bonds bonds infra. (2Qlag) Base Case’ 10% allocation®
. Portfolio Return o o
Global equities 1.0 (annualized) 5.7% 6.4% A
Portfolio Volatility o o
Global gov. bonds -0.4 1.0 (annualized) 10.2% 9.3% v
Global corp. .
0.5 0.2 1.0 Sharpe Ratio 0.53 0.65 AN
bonds
Global listed infra. 0.8 -0.1 0.7 1.0

Unlisted global

infra. (2Q lag)

Source: Global equities: MSCI WORLD (USD); Global government bonds: JPM GBI GLOBAL ALL MATURITIES; Global corporate bonds:
ICE BofAML Global Corporate Index; Global listed infrastructure: DJ BROOKFIELD GLB INFRA (USD); Unlisted global infrastructure:
MSCI Global Quarterly Infrastructure Asset Index.

Note: The correlation analysis with unlisted infrastructure is lagged by two quarters; the unlagged correlation is 0.02.
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Source: MSCI WORLD (USD); JPM GBI GLOBAL ALL MATURITIES; ICE BofAML Global Corporate Index; DJ BROOKFIELD GLB INFRA

(USD); MSCI Global Quarterly Infrastructure Asset Index
1 50% global corporate bonds, 50% global equities
2 45% global corporate bonds' 45 global equities; 10% infrastructure



Inflation protection

Infrastructure offers protection against rising inflation
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Infrastructure equity market themes
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Increasing share of non-core strategies in market...

...Leading to more capital-driven strategies

Changing investment style lllustrative return profile by style
(Capital raised by primary equity strategy, %)
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Source: MSCI Global Quarterly Infrastructure Asset Index, December 2017 Source: UBS Asset Management, Real Estate & Private Markets, 2018
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Valuations showing late-cycle signals

EV/EBITDA at 2007 levels but base rates c. 1.5% lower
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Source: UBS-AM Proprietary Database, Mergemarket, Infranews, Infrastructure Journal, Infrastructure Investors, Bloomberg; August 2018
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Increasing focus on ESG

01

02

Responsible ownership and operation of infrastructure assets can
have a significant positive impact on the environment and clients'
returns

While financial objectives remain the primary focus, many
managers consider long-term environmental, social and
governance aspects

PRI

|®. Environmental

Carbon emissions displacement
e Resource depletion, including water

e  Occuptional health & safety

090
(‘roﬁﬁ Social e  Working conditions, including slavery and child labour

e Local communities, including indigenous communities

e Gender diversity

e Executive pay
Governance

Source: UBS Asset Management, Real Estate & Private Markets (REPM); September 2018.
Note: PRI reporting is the largest global reporting project on responsible investment. GRESB assesses the sustainability performance of real assets.
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Research: Infrastructure and the economy

e Pressure on rate rises from solid GDP growth and rising inflation
e Infrastructure cashflows typically respond well to GDP growth and inflation
— Expected to largely offset a modest increase in rates; impact subject to asset-specific

factors, e.g. capital structure

e Inrising rate environment, we would expect equities to outperform, and new inflows
to infrastructure could slow

e |nvestor sentiment for the sector remains at record highs and we expect infrastructure
to continue to play an important role in investor's portfolios
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Concluding remarks

Infrastructure sector has proven itself as an attractive asset class...

Institutional investor interest in infrastructure sector is at record highs

e Level of dry powder is at record levels as demand exceeds opportunities

e Growth of sector means that investors now have a choice of managers across the risk-return spectrum
e Data suggests sector is moving more towards the core-plus, value add style than core

e Riskier "infrastructure" investments perform more like public or private equity investments, where capital appreciation tends to
make up a large part of returns

e |n uncertain times, we believe income strategies are an attractive risk-return opportunity and may outperform capital driven
strategies if there is a market correction

...by providing diversification and strong returns
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Disclaimer

UBS Asset Management (UK) Ltd is a subsidiary of UBS AG. Registered in England.

UBS Asset Management (UK) Ltd and UBS Asset Management Funds Ltd are authorised and regulated by the Financial Conduct Authority. UBS Asset Management Life Ltd is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Telephone calls may be recorded.

© UBS 2018. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved.
This document is for Professional Clients only. It is not to be distributed to or relied upon by Retail Clients under any circumstances.

This material supports the presentation(s) given. It is not intended to be read in isolation and may not provide a full explanation of all the topics that were presented and discussed. Care has been taken
to ensure the accuracy of the content, but no responsibility is accepted for any errors or omissions.

Please note that past performance is not a guide to the future. The value of investments and the income from them may go down as well as up, and investors may not get back the original amount
invested.

This document is a marketing communication. Any market or investment views expressed are not intended to be investment research. The document has not been prepared in line with the FCA
requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research.

Source for all data and charts (unless otherwise stated): UBS Asset Management

The information contained in this document should not be considered a recommendation to purchase or sell any particular security and the opinions expressed are those of UBS Asset Management and
are subject to change without notice. Furthermore, there can be no assurance that any trends described in this document will continue or that forecasts will occur because economic and market
conditions change frequently.

This document does not create any legal or contractual obligation with UBS Asset Management.

The recipient agrees that this information shall remain strictly confidential where it relates to the Investment Manager's business. The prior consent of UBS Asset Management (UK) Ltd should be
obtained prior to the disclosure of commercially sensitive information to a third party (excluding the professional advisors of the recipient).

Information reasonably deemed to be commercially sensitive and obtained from UBS Asset Management (UK) Ltd should not be disclosed. This information is supplied with a reasonable expectation
that it will not be made public. If you receive a request under the Freedom of Information Act 2000 for information obtained from UBS Asset Management (UK) Ltd we ask that you consult with us. We
also request that any information obtained from UBS Asset Management (UK) Ltd in your possession is destroyed as soon as it is no longer required.
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