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Incentivising the private sector is key —
We need standardization

Infrastructure financing needs until 2030: USD 43trn

I Advanced economy debt to GDP ratio: 111%

Long-term investor asset base: USD 75trn

Capital market share of infrastructure debt

i . ~15%
financing:
ESG assets available for investments: ~10%
Source: McKinsey, OECD, S&P, Preqin, WEF and IIF. Numbers based on latest available data
Note: McKinsey estimates infrastructure financing needs at USD 3.3trn/year to support expected
@ Swiss Re economic growth rates. ESG assets available for investments is relative to available pool of

investments across asset classes



Infrastructure as an asset class: 3 policy wishes

. #1: Strengthen private capital market

\‘ intermediation

#2: Unlock the large asset base of long-term
institutional investors

#3: Support the development of a tradable
infrastructure asset class and strengthen
investor rights

@ Swiss Re



Fact #1: Infrastructure debt tradability needs to be
Improved
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Fact #2: Standardization was key to ILS" success and
would allow infrastructure to grow in size and depth

Fig 1: Yearly issuance and outstanding ILS bonds
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Source: Swiss Re Capital Markets, As of June 30, 2017
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Fact #3: Standardization to strengthen investor rights

Fig 1: ICSID* arbitration cases by industry,
new cases 2013-14
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Source: WEF (2014)
*International Centre for Settlement of Investment Disputes
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Our call for action (I/11):

Implement an universally applicable template to standardise
Infrastructure debt documentation and disclosure

Swiss Re co-chaired the European
Financial Services Roundtable (EFR)
initiative on “Best Practices towards
Standardisation and Harmonisation” for
infrastructure debt

The framework is the most advanced
template for documentation and
disclosure and could be translated into
commonly agreed public/private “best
practices”

MDBs and private sector should work
on “best practice” pilot benchmark
transation

The strategic paper is available here:

The EFR framework, published as a strategic paper
includes four key elements:

iv.

Disclosure and reporting requirements: an
industry standard template has been developed

Debt terms and documentation: a common
governing standard would represent a good
step towards harmonising contract terms
across jurisdictions

Administration and arbitration: information on
administrative responsibilities, e.g. cash flow
and collateral management, and a commonly
agreed dispute resolution mechanism

Third party advisors: clear guidelines for the
interaction and disclosure related to third party
advisors such as technical advisors,
consultants and auditors

http://www.efr.be/documents/news/86.02.03.2015%20EFR%20Expanded%200n%20Infrastructure%202015.pdf

@ Swiss Re



http://www.efr.be/documents/news/86.02.03.2015 EFR Expanded on Infrastructure 2015.pdf
http://www.efr.be/documents/news/86.02.03.2015 EFR Expanded on Infrastructure 2015.pdf

Our call for action (lI/11)
A “best practices” Public Private Partnership benchmark

transaction is crucial

ldea Public and private sector to combine Key benefits 1:3 economic output multiplier*
resources to enhance and finance . . i
Efficiency gains and well-

productive capacities [] designed risk-sharing
Make project loans more accessible to Contributes to addressing the
capital markets emerging global infrastructure
- Institutionalize the multilateral agency financing gap

credit enhancement support Benchmark transaction to guide

Have a “best practice” benchmark markets and help establish a
transaction tradable asset class

Figure 1. lllustrative PPP structure

Public sector

I Concession agreement

Equity | ‘ Project Company Lenders, Multilateral Development
SR IR (SPV) Banks and Re/insurers
Building contractor Operating contractor
@ Swiss Re Source: Swiss Re 8

*A PPP that invests USD 1 in infrastructure would return USD 3 in GDP output in a low growth environment according to the IMF




To summarize: Three key points

®

1. Incentivizing the private sector is key: More
standardization is needed

2. Implement a universally accepted template to
standardize debt documentation and disclosure

3. A “best practices” benchmark Public-Private
Partnerships transactions would help much
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Market view

Policy view

Appendix (I/1V):

The Swiss Re “Wish List” on removing infrastructure
Investment obstacles

Today’s challenges

“Wish list”

Progress so far

Mo standardisation, mostly
non-marketable securities
(bank loans)

s Resource intensive investments

No benchmark

= Weak project pipeline

Global tradable infrastructure debt asset
class

Standardised debt reporting and
documentation, benchmarks

Effective risk mitigation strategies, e.qg.
harmonised credit enhancements
Bonds to be issued on a pool of projects,
not on a deal-by-deal basis

Recognition at national and
supra-national level (i.e. G20)
“Juncker Plan”: Private sector
involvement and standardisation
element is missing

= Punitive capital charges

Weak investors’ rights, political
risks

No commonly applied best
practices

Review regulatory capital charges and tax
treatment

Common dispute resolution practices
Enhance information sharing/disclosure
National governments and multilateral
development banks to establish best
practices together with the private sector

Insurance regulator has
adjusted Solvency |l standard
formula charges

No progress on dispute
resolution and information
disclosure

No application of best practices

Source: Swiss Re
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Appendix (lI/1V):
Standardization would also provide a push to ESG
Investing

Our Swiss Re
experience and
process in
integrating ESG:

Enhancement Inclusion Exclusion

Monitoring/
reporting

5 D é [
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Our call for action (ll1/1V):
ESG investing is a must and should be supported with a
comprehensive policy approach

Define sustainable investing

ID
1 53

Establish consistent and standardized ESG
K reporting at company level

Inteqgrate ESG consideration into the
regulatory capital framework
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Appendix (IV/IV):
We want to shape the policy agenda to improve resilience

* Long-term investors are key for the financial intermediation channel, supporting economic growth
and financial stability

* Swiss Re actively contributes to the global financial policy dialogue to improve resilience

IIF — long term

: Financial
investors (2013) Swiss Re Yl Repression (2015)

Responsible
investments (2017)
Strengthening the role

6 Swiss Re
of long-term investors

The crucial role of long-term investors is at risk -
Eight fact sheets on issues and challenges
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ance of long-trm investing and
then the role of institutional investors

Responsible investments
Shaping the future of investing

Il
- - =
Growth recipes =5 F
The need to strengthen private capital markets e -
Several recipes for growih are proposad from the parspectiva of a long-erm. 3 Z

orlented investor. Strengthening privata capital markats is cructal for financial
market resllience and growth.

Infrastructure o Growth

i - 1B i) ecipes
@ swissRe " investments (2014) (2016)
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Legal notice

©2017 Swiss Re. All rights reserved. You are not permitted to create any modifications
or derivative works of this presentation or to use it for commercial or other public purposes
without the prior written permission of Swiss Re.

The information and opinions contained in the presentation are provided as at the date of

the presentation and are subject to change without notice. Although the information used
was taken from reliable sources, Swiss Re does not accept any responsibility for the accuracy
or comprehensiveness of the details given. All liability for the accuracy and completeness
thereof or for any damage or loss resulting from the use of the information contained in this
presentation is expressly excluded. Under no circumstances shall Swiss Re or its Group
companies be liable for any financial or consequential loss relating to this presentation.
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