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Investments in listed companies that own and operate the infrastructure behind the global energy transition will, we expect,
continue to offer investors an attractive blend of income, resilience and growth.

However, there is another growth catalyst that the market has yet to fully appreciate: business models in this sector are
being comprehensively ‘de-risked’. We believe this structural shift is quietly reshaping the sector and meaningfully enhancing
the risk return profile of the asset class.

From commodity volatility to recurring revenue streams

Historically, the earnings of large infrastructure and utility companies were significantly exposed to fluctuating fossil fuel
prices. In 2008, as much as 42% of the operating income of Europe's ten largest utility companies came from conventional
power generation—making investor returns hostage to swings in commodity markets. As of 2024, that figure stands at just
10%. Today, 80% or more of profits in the sector are regulated or fully contracted, underpinned by frameworks that
guarantee predictable returns and typically allow for inflation indexing’.

Chart 1: EBITDA split by activity for European Utilities
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Source: Bloomberg, Goldman Sachs, company data, as at October 2024. Past performance is not a guide to future results. Forecasts
and estimates are based upon subjective assumptions.

This transition has been driven by two key developments. First is the expansion of regulated asset bases where returns are
set by independent regulatory agencies. Across many developed markets, regulators have allowed major utilities to invest
heavily in upgrading grids and modernising water and transport systems. These investments are protected by regulatory
regimes that guarantee a level of return, frequently with explicit inflation pass-throughs to customer pricing.

" Bloomberg, Goldman Sachs, Energy UK, Company data, National Grid as at October 2024.



Second, the growth of renewables has been fuelled by the adoption of long-term Power Purchase Agreements (PPAs),
particularly for the large-scale operators. These multi-year contracts, typically lasting 15-20 years, lock in fixed or inflation-
adjusted pricing for power generated from wind, solar and other clean sources, further stabilising revenue streams.

Europe is leading this shift, with the UK at the forefront, moving from almost 50% coal-fired generation in 2008 to effectively
zero by 2025, replaced largely by renewables under long-term contracts.? In relative terms, the US is catching up: currently
less than 15% of operating profit for large utilities is based on long-term wind and solar contracts. Renewables and regulatory
support are growing but face headwinds from shifting political priorities, a gradual reduction in tax credits, slower
acceleration in grid reform and continued gas generation growth.

Chart 2: Renewables as % of EBITDA of top 10 utilities: Europe vs US
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The impact of de-risking: Income visibility and lower volatility

For investors, de-risking translates into a potentially dramatic drop in earnings volatility and a new level of income visibility
compared to cyclical industries or those still linked to the commodity cycle.

With the majority of profits in the sector coming from asset-backed, long-duration contracts, future cash flows are now
highly predictable. This further bolsters the defensive characteristics of listed infrastructure - income security, high barriers
to entry, and persistent demand that stems from providing essential services - while avoiding the unpredictable swings of
more cyclical sectors.

Revenues that can be forecast years into the future translate into steadier dividends and lower correlation with broader
equity markets. For example, the Ecofin Global Utilities and Infrastructure Trust (EGL) targets a dividend yield of around 4%
with 5-7% annual dividend growth, supporting the strategy’s double-digit total returns target over the medium term.3

2 https://www.energy-uk.org.uk/publications/closing-the-coal-chapter-how-the-uk-is-leading-the-energy-transition/
3 Forecasts and estimates are based upon subjective assumptions about circumstances and events that may not yet have taken place and
may never do so.



Private capital flows and valuation disconnect

What's more, despite the clear improvements in their risk profile, listed infrastructure stocks are trading at historic discounts
compared both to their own long-term averages (see Chart 3) and private market valuations (see Chart 4).

Chart 3: US and pan-EU Utilities - relative P/E
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Source: Bloomberg as at 30 June 2025. Above 0% denotes a premium; below, a discount. Past performance is not a guide to the
future. The information shown above is for illustrative purposes.

Since the onset of higher interest rates and inflation, valuations have declined, while the major private equity infrastructure
funds have raised over $100bn in the past year alone. Private takeovers of listed infrastructure assets have been completed
at premiums of 40-60% above listed market prices, with recent deals such as CDPQ's acquisition of Innergex coming at an
80% premium to the prior 30-day average.

4 Bloomberg, Company data and Redwheel as at July 2025.



Chart 4: The valuation gap - listed vs private infrastructure
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The implication for public market investors is clear: there remains a significant valuation disconnect that presents a timely
entry point.

Powerful secular drivers and structural growth

It's helpful to understand the de-risking dynamic within the broader context of structural growth. The world is experiencing
a step-change in electricity demand, with US power demand expected to rise by 38% by 2040°, driven by the electrification
of transport and industry, the proliferation of Al and data centres, and the shift towards a low-carbon economy. The energy
transition—underpinned by national policies and global commitments to net zero—is driving unprecedented investment
into grids, renewables, and efficiency upgrades.

Moreover, the structural underfunding of infrastructure globally is becoming increasingly recognised. Most of the transport,
energy, and water networks across OECD countries were built in the post-war decades and now require urgent
refurbishment or replacement. It's estimated that $4tn in capex is required to close the funding gap®, presenting a significant
opportunity for investors. Importantly, for regulated assets like Italy’'s grid operator TERNA, increased capital investment has
correlated positively with long-term share price growth, further reinforcing the value proposition for shareholders.

5 NextEra Energy, 2024
6 Ferrovial Capital Markets Day 2024, Infrastructure needs in North America, Global Infrastructure Outlook.


https://www.redwheel.com/uk/en/institutional/insights/the-infrastructure-investment-boom/
https://www.redwheel.com/uk/en/institutional/insights/shock-to-the-system/

Chart 5: TERNA - capex and stock price
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Source: Bloomberg, 2024. Past performance is not a guide to the future.

These structural tailwinds ensure that the asset class will remain central to economic development for decades. They also
underline our central thesis that companies that operate regulated, essential and energy transition assets on long-term
contracts are likely to prevail in this new era of growth.

Why listed and why active?

Listed infrastructure offers immediate access to global leaders with essential assets, diversified revenue sources, and
exposure not just to regulated utilities, but also transport, environmental services and digital infrastructure. Unlike private
funds, listed vehicles provide daily liquidity, transparent pricing and the flexibility to adapt as regulation, economics, or
geopolitics shift. Importantly, not all listed infrastructure businesses are equal: the pace and success of business model
transition is uneven, making skilled stock selection a crucial part of the investment process.

The Ecofin team at Redwheel takes a focused, high-conviction approach underpinned by deep sector expertise: selecting
companies furthest along in transitioning their business models, best positioned to benefit from electrification and
decarbonisation, and most able to pass through inflation or regulatory change. Active management continuously monitors
relative value, exploits market mispricing, and adapts exposures as fresh secular trends or regional opportunities emerge.



Chart 6: EGL portfolio: Attractive valuation and portfolio yield
25 T

20 +

15 +—

10 -

0L

EGL S&P Global MSCI AC World
Infrastructure Index

mEV/EBITDA m1-year forward P/E mDividend Yield

Source: Bloomberg as at 30 June 2025. Past performance is not a guide to the future. EGL refers to Global Ecofin Utilities and
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Forecasts and estimates are based upon subjective assumptions.

From risk to resilience: A structural opportunity

The de-risking of listed infrastructure business models is a structural shift that meaningfully enhances the investment appeal
of listed infrastructure.

Against a backdrop of powerful, secular tailwinds, the transition towards regulated and contracted earnings means that
asset class now offers a compelling combination of stability, resilience and attractive total return potential.

At the same time, a historic valuation gap and extraordinary private capital inflows set the stage for a re-rating. In this
environment, an actively managed, concentrated portfolio that targets the leaders in electrification and decarbonisation can
offer rare access to sustainable, visible income as well as exposure to growth drivers from a generation-defining economic
shift.



Key Information

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment.
Past performance is not a guide to the future. The prices of investments and income from them may fall as well as rise and
investors may not get back the full amount invested. Forecasts and estimates are based upon subjective assumptions about
circumstances and events that may not yet have taken place and may never do so. The statements and opinions expressed
in this article are those of the author as of the date of publication, and do not necessarily represent the view of Redwheel.
This article does not constitute investment advice and the information shown is for illustrative purposes only.

Representative Portfolio

Portfolio characteristics, top ten holdings, sector allocation, country allocation, attribution, volatility, yield, dividend and ESG
information are based on a representative portfolio, which is Ecofin Global Utilities and Infrastructure Trust. Redwheel
believes that precisely this account within the strategy most closely reflects the current portfolio management style for the
Ecofin Sustainable Listed Infrastructure Strategy. Portfolio holdings are subject to change without notice. The information
shown is for illustrative purposes only and is not intended to be, and should not be interpreted as, recommendations or
advice.

CONTACT US

Please contact us if you have any questions or would like to discuss any of our strategies.

E info@frostrow.com

Disclaimer

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited ("/RWC"). The term "Redwheel” may include any
one or more Redwheel branded regulated entities including, RWC Asset Management LLP which is authorised and regulated
by the UK Financial Conduct Authority and the US Securities and Exchange Commission (“SEC"); RWC Asset Advisors (US)
LLC, which is registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management
Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an Australian Financial Services Licensee with
the Australian Securities and Investment Commission; and Redwheel Europe Fondsmaeglerselskab A/S ("Redwheel Europe”)
which is regulated by the Danish Financial Supervisory Authority.

Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a
similar investment strategy or focus to the product detailed in this document. Redwheel and RWC (together "Redwheel
Group”) seeks to minimise any conflicts of interest, and endeavours to act at all times in accordance with its legal and
regulatory obligations as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by
Redwheel are available only to such persons. It is not intended for distribution to and should not be relied on by any person
who would qualify as a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or entity in
any jurisdiction where such distribution or use would be contrary to local law or regulation.

This document has been prepared for general information purposes only and has not been delivered for registration in any
jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or
other advice; (iii) an offer, recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial
instrument or derivative linked to, or otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to
enter into any other transaction whatsoever (each a “Transaction”). Redwheel Group bears no responsibility for your
investment research and/or investment decisions and you should consult your own lawyer, accountant, tax adviser or other
professional adviser before entering into any Transaction. No representations and/or warranties are made that the
information contained herein is either up to date and/or accurate and is not intended to be used or relied upon by any
counterparty, investor or any other third party.
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Redwheel Group uses information from third party vendors, such as statistical and other data, that it believes to be reliable.
However, the accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over
time into Redwheel Group research data stored on its systems, is not guaranteed. If such information is not accurate, some
of the conclusions reached or statements made may be adversely affected. Any opinion expressed herein, which may be
subjective in nature, may not be shared by all directors, officers, employees, or representatives of Redwheel Group and may
be subject to change without notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by
you or others based on the contents of this document and neither Redwheel Group nor any of its directors, officers,
employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any
direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use
of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past performance of any
Transaction is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and
forward looking statements may have been made either for modelling purposes, to simplify the presentation and/or
calculation of any projections or estimates contained herein and Redwheel Group does not represent that that any such
assumptions or statements will reflect actual future events or that all assumptions have been considered or stated. There can
be no assurance that estimated returns or projections will be realised or that actual returns or performance results will not
materially differ from those estimated herein. Some of the information contained in this document may be aggregated data
of Transactions executed by Redwheel that has been compiled so as not to identify the underlying Transactions of any
particular customer.

No representations or warranties of any kind are intended or should be inferred with respect to the economic return from,
or the tax consequences of, an investment in a Redwheel-managed fund.

This document expresses no views as to the suitability or appropriateness of the fund or any other investments described
herein to the individual circumstances of any recipient.

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential
and/or privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates,
partners, directors, officers and employees, as applicable, will keep all information strictly confidential. Any review,
retransmission, dissemination or other use of, or taking of any action in reliance upon, this information is prohibited. Any
distribution or reproduction of this document is not authorised and is prohibited without the express written consent of
Redwheel Group.

The risks of investment are detailed in the Prospectus and should be considered in conjunction with your investment adviser.
Please refer to the Prospectus, Key Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID),
Summary of Investor Rights and other legal documents as well as annual and semi-annual reports before making investment
decisions; these documents are available free of charge from RWC or on RWC's website: https://www.redwheel.com/ and
available in local languages where required. RWC as the global distributor has the right to terminate the arrangements made
for marketing Redwheel Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of
shares in Redwheel Funds in the European Economic Area ("EEA") and is regulated by the Danish Financial Supervisory
Authority. This document is not a solicitation or an offer to buy or sell any fund or other investment and is issued in the UK
by RWC and in the EEA by RW Europe. This document does not constitute investment, legal or tax advice and expresses no
views as to the suitability or appropriateness of any investment and is provided for information purposes only. The views
expressed in the commentary are those of the investment team.

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933 (the "Securities Act”) and
are not available for purchase by US persons (as defined in Regulation S under the Securities Act) except to persons who are
“qualified purchasers” (as defined in the Investment Company Act of 1940) and “accredited investors” (as defined in Rule
501(a) under the Securities Act).

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any fund
managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant subscription



application. Prospective investors should review the offering memorandum in its entirety, including the risk factors in the
offering memorandum, before making a decision to invest.

Information Required for Offering in Switzerland of Foreign Collective Investment Schemes to Qualified Investors within the
meaning of Article 10 CISA.

This is an advertising document.

The representative and paying agent of the Redwheel-managed funds in Switzerland (the "Representative in Switzerland”)
FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH-8008 Zurich. Swiss Paying Agent: Helvetische Bank AG,
Seefeldstrasse 215, CH-8008 Zurich. In respect of the units of the Redwheel-managed funds offered in Switzerland, the place
of performance is at the registered office of the Swiss Representative. The place of jurisdiction is at the registered office of
the Swiss Representative or at the registered office or place of residence of the investor.

AIFMD and Distribution in the European Economic Area ("EEA”)

The Alternative Fund Managers Directive (Directive 2011/61/EU) ("AIFMD") is a regulatory regime which came into full effect
in the EEA on 22 July 2014. RWC Asset Management LLP is an Alternative Investment Fund Manager (an "AIFM”") to certain
funds managed by it (each an "AlF"). The AIFM is required to make available to investors certain prescribed information prior
to their investment in an AlF. The majority of the prescribed information is contained in the latest Offering Document of the
AlF. The remainder of the prescribed information is contained in the relevant AlF's annual report and accounts. All of the
information is provided in accordance with the AIFMD.

In relation to each member state of the EEA (each a "Member State”), this document may only be distributed and shares in a
Redwheel fund ("Shares”) may only be offered and placed to the extent that (a) the relevant Redwheel fund is permitted to be
marketed to professional investors in accordance with the AIFMD (as implemented into the local law/regulation of the
relevant Member State); or (b) this document may otherwise be lawfully distributed and the Shares may lawfully be offered
or placed in that Member State (including at the initiative of the investor).



