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Demand for Infrastructure
Finance in Maldives

PSIP Allocations for Infrastructure projects 2018

Project Type No of Projects Value (Billions) Allocation (%)
Real Estate 19 0.80 11.4%
Port Construction 75 2.70 38%
Water & Sanitation 57 1.10 15.5%
Land Reclamation & Road Construction 28 0.43 6.1%

Source: Public Sector Investment Program, Budget 2018



So How Do Countries Finance Infrastructure

» Allocate funds from fiscal budgeting

»Pooled funds from user groups

»Funded by loans obtained by local & foreign banks
» DFIl & Multilateral Financial Institutions

»EXIM Bank Funding

» Institutional Investor Funding
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Let Us attempt to Understand How

Large the Institutional Fund Market is?

World’s Institutional Fund Market
is Estimated at USS 80 Trillion

The top 400 Funds Manage USS
63 Trillion of this

The top three of these
Institutions Manage about USS
14 Trillion of these Funds.




Understand Why Institutional Investors Consider Funding
Infrastructure

» Institutions Manager funds with long time
horizons

» The Success of the fund depends on the returns
generated compared to risk taken

» Fund Manages that invest pension funds have
Liability Driven Investment (LDI) Strategies
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Understanding LDI Strategies is Key to attracting
Institutional Money

An average 40 year old expects to live past 80 years in most
parts of the developing world. This is the typical profile of a
client of a Pension Fund

»They look at a return with purchasing power protected
» Capital Preservation

» Protection from business cycles
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Advantages for Pension Funds when Investing in
Infrastructure

As discussed earlier, long term opportunities
Inflation and currency protection

Significantly Lower Credit Default Risk

Cashflows of underlying asset backed by contractual
cashflows

Direct or indirect credit enhancements from
governments

» The asset funded is generally in high demand (e.g.
Road)
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So Where are these Institutions Seeing Deal Flow

Economic value created by linking physical and digital worlds

$US11tr p.a.

Infrastructure investment required globally

$US45tr

Investment in new power generation

~$US6tr
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Will Some of the Funds Operating look at Maldives?

AUM Infra Exposure | Geographical
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CHINA INVESTMENT CORPORATION

Lets take a glimpse at CIC’s Numbers

» AUM of USS 900 Bil gave a Net income of USS 75 billion
in 2016

» Investment income of USS 83 billion in 2016

» 4.76% CAGR

» 6.2% Net Return from Foreign Investments in 2016

» 14.35 Annualized Returns in 2017

» Currently 40% of the funds in overseas investments are
invested in US government and agency debt

» Plans to enter the US infrastructure space where
estimated investment required up to 2030 is USS 8
trillion
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OMERS

Lets take a glimpse of the Ontario Municipal
Employees Retirement System

» 11.5% Net Investment Return in 2017
» 16% Assets invested in Infrastructure
» Infrastructure provided a return of 12.3%
» Main Markets
o USA 39%
o Canada 36%
o Europe 16%
o Rest of the World 9%
» 7% Net Return over 20 years
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@ MACQUARIE

Lets take a glimpse of Macquarie

» One of the Largest infrastructure fund managers with
more than a quarter of AUM in Infrastructure

» Focus on
o Roads, Utilities, Air Ports, Energy, Ports

» ROE 14.7% in 2016
» 5year EPS CAGR 17%

» Funding Region
o US27%
o EMEA 27%
o Asia 25%
o Australia 21%
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How Should Maldives Set About Attracting
Institutional Capital to Infra?

1. Identify models that will create reasonable Interest From
Institutional Investors

2. Understand that what works for one sector may not work for
the other

3. Appreciate that the institutional investor is representing a
silent pensioner in another country

4. Understand that we have to attract these investor to our
country

5. Demonstrate good Corporate Governance and Fair Play

6. Undertake selective road shows to show case and
demonstrate the investment pipeline — understand that
institutional investors seek scale

Horizon
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Understanding the Stages of an Infrastructure Project

STAGE 1 STAGE 2 STAGE 3

E!

Start of Project Feasibility
/ Business Case

@ View Stage 3 projects

Initial Government
Announcement

Project Investigation

@ View Stage 2 projects

@ View Stage 1 projects

STAGE 5 STAGE 6

5

Successful / Preferred
Proponent

@ View Stage 6 projects

STAGE 7

Financial Close / Start of
Construction

@ View Stage 7 projects

Government Approval /
Procurement Stage

@ View Stage 5 projects

STAGE 4

Project Feasibility /
Business Case Complete

@ View Stage 4 projects

STAGE 8
4

Operations Phase /
Construction Complete

@ View Stage 8 projects

Source: Global Infrastructure Hub



So What Steps Should Maldives Take?

1. Identify the infrastructure needs for the countries growth
trajectory sector-wise

2. For each project/sector identify the technology type and
work on the specification

3. Work on the estimated revenue model and determine the
attractiveness for investors. Make an assessment on the
requirement of GAP Funding

4. Determine the ideal capital structure

5. Seek prospective developers/investors/operator level of
interest through road shows
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So What Model Should Maldives Use?

For Each Project/Sector determine the model that Maldives
should use to get the best win-win deal (for Maldives and the

investors)

o In water treatment for example as each project is on the smaller
side it may be better to consolidate developments to seek better
economies of scale. Chinese and European Interest is there for this
sector.

o In power, the straight forward, IPP model for BOT will generate
interest from vendors as well as institutional investors in Sri Lanka,
India and even Singapore

o For ports the GOM should look at two models, JV with GOM or
attracting a regional port operator to invest, develop and operate.
Here too a BOT model may be suited with interest from around
the world
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So how can Maldives attract Institutional Interest

» Demonstrate that Infrastructure Plans thought through and are
a pivotal to continued Economic Development

» Demonstrate that once implemented there will be a Tangible
Impact to the People of Maldives — This will reduces political
risk

» As much as possible — Build Bi-Partisan Plans

» Plan, Plan, Plan — Allow a certain amount of Public Debate

» Work on creating a certain amount of competition from
Investors

» Demonstrate Good Governance procedures in attracting
investors

» Understand that disputes will occur and that Maldives needs to
be fair by investors as well as its own population

» See How Local Institutions can Participate
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We have to find
ways 10

that gets it done fast
and

Gordon Brown
Chair, World Economic Forum Global Strategic Infrastructure Initiative /



