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Infrastructure History

For many, investing in the infrastructure sector evokes thoughts of rather vanilla
investments in toll roads, airports, and tunnels. While those investments remain
attractive within the transportation sector, as an asset class, infrastructure has
continuously adapted and today includes a growing opportunity set for investors.
Infrastructure as an asset class has existed since the industrial revolution; it gained
steam during the early 1990s as first Australia, followed by the United Kingdom, and
Canada, began to privatize state-owned telecommunications, utilities, and
transportation companies. If it seems as if Australian investment firms often have a
focus on infrastructure, it’s because many of them pioneered the industry. Per Pregin
(a UK. based investment data company), today, the asset class has increased by over
three times since the end of 2008 and is benefiting from several tailwinds. First, the
most recent grade of U.S. infrastructure provided by The American Society of Civil
Engineers (ASCE) was a C- ( believe it or not, an upgrade over the D+ in 2017) and
brought attention to the amount of investment needed to improve the quality of the
country’s infrastructure. Additionally, in 2021, the $550 billion Infrastructure
Investment and Jobs Act was passed, which provided a significant source of capital for
deployment.
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Modern Opportunities

While power generation, transportation, and social infrastructure such as school and
hospital investments remain attractive today, the digital infrastructure space has seen
significant growth and includes opportunities such as telecom towers, fiber-optic and
wireless network development, data centers, or cloud computing services. While this is
not an exhaustive list and the industry is experiencing ongoing development, digital
infrastructure investment will be crucial for supporting the global digital economy over
time. Per Pitchbook, digital infrastructure-investing funds raised $103.3 billion from
2021 to 2023, following an average of $89.3 billion from 2018 to 2020, and $53.4 billion
from 2015 to 2017.

Role in Portfolio

As with all asset classes, risk and return levels will differ across the broader
infrastructure industry based on underlying investments, however, there are three
distinct project stages that will drive most of the long-term return potential:

« Greenfield: An asset or structure that does not currently exist and needs to be
designed and constructed.

« Brownfield: An existing asset or structure that requires improvements, repairs, or
expansion and is most often a lower risk than greenfield projects.

 Secondary Stage: A fully operational asset or structure that requires no
investment for development and is less risky than both greenfield and brownfield
projects.

Within a traditional portfolio, an allocation to infrastructure has historically provided
several positive features for investors, including diversification benefits, drawdown
protection, and a more consistent risk-return profile given the industry’s exposure to
cash-flow-generating investments. Select sectors such as regulated utilities, toll roads
with inflation-linked contracts, or gas and electric investments have also provided a
natural inflation hedge over time. However, it should be noted that depending on how
you access the asset class, you may be subject to the existing volatility of public
markets if invested in a mutual fund or the lock-ups and lack of liquidity in a private
vehicle.

Since inception in November 2003, the MSCI World Core Infrastructure Index has
returned 8.7%, outperforming the 8.6% return of the MSCI World, with a beta of only
0.78. Downside protection was on display in 2022, with the MSCI World Core
Infrastructure Index down only 7.9%, while the MSCI World declined 18.1%.



IMPORTANT DISCLOSURES

This material is for general information only and is not intended to
provide specific advice or recommendations for any individual. There is
no assurance that the views or strategies discussed are suitable for all
investors. To determine which investment(s) may be appropriate for you,
please consult your financial professional prior to investing.

Investing involves risks including possible loss of principal. No
investment strategy or risk management technique can guarantee return
or eliminate risk.

Indexes are unmanaged and cannot be invested into directly. Index
performance is not indicative of the performance of any investment and
does not reflect fees, expenses, or sales charges. All performance
referenced is historical and is no guarantee of future results.

This material was prepared by LPL Financial, LLC. All information is
believed to be from reliable sources; however LPL Financial makes no
representation as to its completeness or accuracy.

Unless otherwise stated LPL Financial and the third party persons and
firms mentioned are not affiliates of each other and make no
representation with respect to each other. Any company names noted
herein are for educational purposes only and not an indication of trading
intent or a solicitation of their products or services.

Asset Class Disclosures -

International investing involves special risks such as currency fluctuation
and political instability and may not be suitable for all investors. These
risks are often heightened for investments in emerging markets.

Bonds are subject to market and interest rate risk if sold prior to
maturity.

Municipal bonds are subject and market and interest rate risk and
potentially capital gains tax if sold prior to maturity. Interest income may
be subject to the alternative minimum tax. Municipal bonds are federally
tax-free but other state and local taxes may apply.

Preferred stock dividends are paid at the discretion of the issuing
company. Preferred stocks are subject to interest rate and credit risk.
They may be subject to a call features.

Alternative investments may not be suitable for all investors and involve
special risks such as leveraging the investment, potential adverse
market forces, regulatory changes and potentially illiquidity. The



strategies employed in the management of alternative investments may
accelerate the velocity of potential losses.

Mortgage backed securities are subject to credit, default, prepayment,
extension, market and interest rate risk.

High yield/junk bonds (grade BB or below) are below investment grade
securities, and are subject to higher interest rate, credit, and liquidity
risks than those graded BBB and above. They generally should be part of
a diversified portfolio for sophisticated investors.

Precious metal investing involves greater fluctuation and potential for
losses.

The fast price swings of commodities will result in significant volatility in
an investor's holdings.

Securities and advisory services offered through LPL Financial, a
registered investment advisor and broker-dealer. Member FINRA/SIPC.

Not Insured by FDIC/NCUA or Any Other Government Agency | Not
Bank/Credit Union Deposits or Obligations | Not Bank/Credit Union
Guaranteed | May Lose Value
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