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• Risk and Returns in Infrastructure 

• Diversifying source of Finance & 
Addressing risks in Infrastructure 
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Summary 



TRENDS IN FINANCING 
SUSTAINABLE 

INFRASTRUCTURE 
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Transactions Trends 
Project Activity from 2010 to date 

Source: IJ Global 
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Transactions Trends 
Project Finance Funding mix - From 2010 to date 

 

Source: IJ Global 
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Transactions Trends 
Corporate Finance Funding mix - From 2010 to date 

 

Source: IJ Global 
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Transactions Trends 
Funding mix - From 2010 to date – Renewables, Power and Transport 

Source: IJ Global 



RISK AND RETURNS IN 
INFRASTRUCTURE 
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Risk and Returns 
Mapping risks in Infrastructure 
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Risk Categories Development Phase Construction Phase Operation Phase 
Termination 

Phase 

Political and 
regulatory 

Environmental 
review 

Cancellation of permits 
Change in tariff 

regulation 

Contract duration 

Rise in pre-
construction costs 
(longer permitting 

process) 

Contract renegotiation 

Decommission 

Asset transfer 

Currency convertibility 

Change in taxation 

Social acceptance 

Change in regulatory or legal environment 

Enforceability of contracts, collateral and security 

Macroeconomic 
and business 

Prefunding Default of counterparty 

Financing availability 

Refinancing risk 

Liquidity 

Volatility of demand/market risk 

Inflation 

Real interest rates 

Exchange rate fluctuation 

Technical 

Governance and management of the project 

Termination value  
different from 

expected 

Environmental 

Project feasibility  Reliability of forecasts for 
construction costs and 

delivery time 

Qualitative deficit 
of the physical 

structure/ service Archaeological 

Technology and obsolescence 

Force Majeure 

 

Public 
Sector 

Private 
Sector 

Source: OECD Taxonomy  

http://www.oecd.org/daf/fin/private-pensions/Infrastructure-Financing-Instruments-and-Incentives.pdf


Risk and Returns 
Expected Returns 

Target Net IRRs  

10 

Source:Probitas Partners’ Infrastructure International Survey 



Impact of financing costs on wind and 

gas power generation costs 

Source UNDP Derisking Renewable Energy Investment  



DIVERSIFYING SOURCES 
OF FINANCE AND 

ADDRESSING RISKS IN 
INFRASTRUCTURE 
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Diversifying Sources of Infrastructure Finance 
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Source: G20/OECD Guidance Note –Report to 
Leaders September 2016 
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Financial instruments 

Source: EIB (2015): EIB’s Debt Financial Instruments under the 
Connecting Europe Facility 
 



Leveraging Capital for Sustainable 

Infrastructure 

Source: Bhattacharya et al., 2016 



OECD GREEN SURVEY 
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Green Infrastructure Survey Design 

Part I: General questions 

 

-Current and future demand for infrastructure and renewable energy investment 

-Required ROE matrix of infrastructure sectors 

-Identify major climate change risks for infrastructure assets 

-Identify gaps in information to assess climate change risks 

-Policy support and actions needed to make investment attractive 

Institutional 

Investors 

 

-Lending capacities  

-ESG 

-Sustainable 

Banking  

-Disclosure  

-Impact of Basel III 

 

-Investment 

priorities  

-Utility business 

models  

-ESG  

-Disclosure 

-Cost of equity 

 

-Investment 

products  

-Financial 

instruments  

-ESG  

-Investment pipeline  

-Portfolio allocations 

-Financial 

instruments  

-ESG  

-Climate change 

strategy 

-Disclosure 

-Investment pipeline 

Banks 
Utilities and 

Corporates 
Asset Managers 



• Analyse profitability and risk premiums of 
infrastructure projects 
– Project finance presents a more accurate picture of 

expected returns compared to analysing public corporate 
returns 

• Develop a matrix to analyse: 
– Risk premiums between developed and emerging markets  

– Risk premiums between greenfield and brownfield assets 

– Compare returns of low-carbon sectors to carbon-intensive 
sectors 
• Renewable energy, conventional energy 

– Risk premiums of higher risk technologies with 
commercialised technologies in renewable energy sectors 

• Required returns on equity to describe the cost of 
equity for projects 

 

Part I – Returns Analysis 



Returns Matrix - Example 



• Infrastructure investment pipelines 
– Understanding investor preferences and priorities 

• Including sustainability analysis of infrastructure assets 

• Design and build 

• Characteristics of climate-resilient assets 

• Availability of information and due diligence 

• Public sector role to build climate-resilient infrastructure pipelines ? 

– Not all projects may provide investment opportunities 
• Commercial viability, PPPs, concessions 

• Transportation sectors 
– Rail and urban transit 

– Climate resilient characteristics of other sectors 

• Water and sanitation 

• Natural infrastructure 
 

Low-carbon and Climate Resilient 

Infrastructure 



• Identify which risks are 
most important to investors 

– Compared across 
institutional investors, 
banks, utilities, etc. 

• Identify areas where 
information is lacking to 
properly evaluate risks 

– Quality and availability 
of information 

• Coordinate with other 
initiatives on disclosure 

– FSB Task Force 

Analysing Climate Change Risks in 

Infrastructure 



• Institutional investors 

– Understanding infrastructure investment allocations, including target allocations 

– Preferred financial instruments  

– Infrastructure as an asset class, sustainability 

• Banking 

– Capacities to lend long-term to infrastructure sectors 

– Secondary market transactions for loans 

– Sustainable banking practices, credit risk and climate change 

• Utilities and Corporates 

– Utility investment priorities to reduce GHG emissions 

– Strategic plan for adapting to climate change risks and its impact on the traditional business model 
of utilities 

– The role of other corporates in the low-carbon economy 

• Asset Management 

– Investment product solutions and services, financial instruments 

• ESG and investment decision making processes and climate risk disclosure and 
transparency are cross-cutting topics  

• Top policy and regulatory actions needed to encourage investment 

 

Part II – Targeted Questions 


