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Infrastructure: let’s get personal

Getting really close to assets and stakeholders increases the chances of

consistent returns

Key Takeaways:

- To keep delivering alpha,
infrastructure providers must be
cognisant of shifts in societal
attitudes. To gain legitimacy,
infrastructure must be beneficial,
inclusive, adaptive to technological
disruptions, and have a long-term
outlook.

- The keyto gaining legitimacy is to

reconcile all parties around a project.

Working in harmony with industrial
partners reduces costly disputes
and enables investor funds to be
deployed quicker, ensuring investors
receive steady returns.

- Getting really close to the asset, and
to all the stakeholders in the asset,
is a key differentiator for Vauban
Infrastructure Partners, an affiliate
of Natixis Investment Managers.
Vauban, which manages €2.8bn in
assets, was created by transplanting
the infrastructure team of Mirova,
another Natixis affiliate, into a
specialised infrastructure equity
affiliate.

- The proximity of Vauban's team
to the assets and stakeholders
facilitates unusual depth in its ESG
approach. Vauban issues a long
and detailed questionnaire to all its
industrial partners, in an effort to
find out exactly what the ESG risks
are, how each one is evaluated and
who has responsibility for each risk.
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Infrastructure is unlike other asset
classes. It has a direct impact

on people’s lives, facilitating the
functioning of critical activities without

which everyday life would grind to a halt.

The efficient building, maintaining
of roads, bridges, schools, hospitals,
energy supplies and digital networks is

vital to the development of communities.

This means infrastructure investing
cannot be viewed as transactional, as a
one-off event.

Its huge impact on society means
infrastructure, and those who create

it, assume substantial responsibilities.
Only by meeting these responsibilities
can infrastructure investments gain
legitimacy in the eyes of its users, of
stakeholders, and of society as a whole.

Gaining legitimacy is not a nicety — it
is essential to the investment strategy.
Gaining the trust of all stakeholders

is critical to sourcing deals, avoiding
overruns, minimising costs and,
ultimately, maximising returns.

Why legitimacy matters?

Historically, infrastructure has offered
an unparalleled risk-return profile.
Investors are attracted to the stable,
long-term income streams, derived from
tangible assets which have economic
and society utility. The decorrelation of
infrastructure from financial markets

is also appreciated by investors. As a
result, infrastructure fundraising and
deployment is booming.

e AR
Gwenola Chambon
CEO, Founding Partner
Vauban Infrastructure Partners

Mounir Corm
Deputy CEO, Founding Partner
Vauban Infrastructure Partners

But to keep delivering alpha,
infrastructure providers must be
cognisant of shifts in societal
attitudes. The growing role of
private infrastructure investment
in society is becoming widely
recognised by users and
stakeholders, and political classes
are increasingly keen to ensure
that value is shared, and that the
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long-term futures of communities are
secured. To gain legitimacy infrastructure
must be beneficial, it must be inclusive, it
must have a long-term outlook.

“Investing with a long-term view is a

key factor in aligning the interests of

all stakeholders — investors, industrial
companies, employees, public-sector
stakeholders and users — with the needs
of the real economy,” says Mounir Corm,
of Vauban Infrastructure Partners, a
specialist infrastructure investment firm.

Across Europe, the debate about

the legitimacy of private investment
companies building infrastructure for
public use is becoming louder. In some
countries, the regulators have started

to lay down ground rules about how
value and opportunity is shared between
investors and users. One-shot projects
are increasingly frowned upon and
providers of these strategies may be shut
out of future infrastructure deals.

“The key for infrastructure strategies is
to reconcile everyone around a project,’
says Corm. “We do everything in our
power to deliver on our commitments
and earn the trust of our clients and
partners. We put our best resources
and expertise to work on designing
strong, well-structured and equitable
agreements.”

Gaining stakeholder and societal
trust

Vauban, an affiliate of Natixis Investment
Managers, is a provider of essential
infrastructure. That is infrastructure which
will always be in demand no matter how
the economy is performing and no matter
how political priorities may change.

It builds and maintains projects in
transport, utilities, social infrastructure
such as schools and hospitals, and digital
infrastructure such as fibre networks.

4 KEY SECTORS

0 Transportation (tramways,
highways, parking lots and HS rail
lines)

402 km of motorways

More than 44,0000 road users per year
20,000 rail passengers per year
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9 Utilities (district heating networks,
water treatment, waste and power
grids)

More than 13,000 km of electric grid
554 GWh/year of electric grid

9 Social infrastructures (government
building, hospitals, schools,
universities, etc.)

2,000 hospital beds

98,000 places in educational
institutions

9 Digital infrastructures (optical fiber
networks, data centers, etc.)

15,000 km of optic fiber
+6m FTTH plugs in France

Source: Vauban brochure 2019

Its investments are deeply embedded

into the fabric of society so the legitimacy
challenge is all the greater. It seeks ways
to work successfully alongside industrial
partners, public clients and the general
public to find long-term solutions for
infrastructure gaps. “Working on essential
assets means both users and clients must
be satisfied with the asset performance
over the long term,” says Gwenola
Chambon, chief executive of Vauban
Infrastructure Partners. “Our key questions
to stakeholders are: how can we improve
things for you, how can we enhance
collective value?”

This approach, she says, represents

a different mindset from mainstream
infrastructure thinking. “Our whole team
has to keep these questions in mind,’
Chambon adds.

A team member is appointed to
standardise the monitoring of assets and
ensure best practice is always employed.
The team also makes sure it is always
visible — clients and users are reassured
when they feel they have someone to talk
in person. It demonstrates to stakeholders
that a project is long-term, that the strategy
is sustainable and the commitment
long-term.

Equally, working in harmony with industrial
partners enables funds to be deployed in a
timely manner, reducing costs to investors
and ensuring they receive returns earlier so
they can be reinvested. Good relationships

with industrial companies make resolution
of problems easier, and help create
sensible timelines and to find the right
balance in financial negotiations so neither
party feels it is being short-changed.

Although it takes time to develop local
industrial partnerships, once established
they become a great source of dealflow,
saving time and money compared with
sourcing deals through banks and other
intermediaries.

“Legitimacy is about accessing great
opportunities, repeat business, happy
stakeholders and fewer problems,” says
Chambon. “This, in turn, translates to lower
costs and greater returns’’

Overall, target yields from funds under
management are in the region of

8%-9% over 25 years for long-term core
investments. This compares to current
yields of around 1% for core European
sovereign bonds and 2.5%-3.5%' on senior
secured debt.

Vauban — what’s in a name?

Getting close not only to the asset, but to
all the stakeholders in the asset, is a key
differentiator for Vauban. The firm was
created by transplanting the infrastructure
team of Mirova, another Natixis affiliate,
into a specialised infrastructure equity
affiliate. Vauban, which manages

€2.8bn in assets, has already raised five
infrastructure funds as part of Mirova and
invested in more than 50 assets across
Europe.

The firm is named for Sébastien Le Prestre
de Vauban, a 17t" Century engineer whose
innovative ideas established him as a
pioneer of the Age of Enlightenment.
Vauban, the investment firm, believes

its combined analytical minds, attention
to detail and ability to anticipate future
trends justifies its borrowing of the
engineer's name.

Vauban's core infrastructure investments
are largely long-term, buy-and-hold

assets, with performance driven by regular
cashflows.

A long-term buy-and-hold strategy should
reduce infrastructure investment risk.
Buying and selling assets regularly can
expose investors to price and interest rate
volatility. Long-term core assets, on the

1. Source : Bloomberg
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other hand, offer investors security and
long-term yields, because their cash flow
are stable, diversified and predictable.

The other key plank of Vauban's strategy
is its focus on mid-market infrastructure
assets. A portfolio of smaller assets
requires diverse investment resources,
so this segment is less attractive to the
broader market which does not always
have the variety of skills required. As a
result, there is less demand for smaller
assets and the segment has not suffered
from the strong increase in pricing of
larger infrastructure assets.

Because the mid-market is smaller

and more niche, it requires resources,
expertise and commitment to tackle.
“Even if it's hard, we make sure it will
happen,” says Corm. “We are agile and
we like new ideas. We are also tenacious
and relentless, which is important when
dealing with so many parties.”

A new perspective on ESG

The proximity of Vauban's team to the
assets and stakeholders has a further
advantage: facilitating unusual depth in
its ESG approach.

Since the team was transferred from
Mirova, a sustainability specialist, it
is not surprising that ESG is a priority
in Vauban's infrastructure deals. In

~ MARKET INSIGHTS

fact, Vauban has been able to take

this ingrained expertise and take it a
step further in an infrastructure setting,
monitoring ESG impact on infrastructure
assets at a deep level.

One of the ways it does this is by issuing
a long and detailed questionnaire to all
its industrial partners, in an effort to

find out exactly what the ESG risks are,
how each one is evaluated and who has
responsibility for each risk.

“When we started doing this, it was not

as mainstream as today,” says Chambon.

“The industrial companies were, | admit,
not always delighted to do it because of
the time and effort. We had to help them
building their reportings and they are
now thankful and committed to it as ESG
has become a key concern for the whole
market”

But as the benefits of the outcome

of the questionnaires started to flow,
stakeholders bought into the concept.
Many of the companies appreciated
being able to benchmark themselves
against other projects across Europe
and strived to ensure they were ranked
among the best.

This improved their processes and led
to the creation of more value-added
services and strategies. A win for
industrial companies and a win for
Vauban's investors.

Conclusion — building for
generations

Successful infrastructure investing will
in the future be dependent on the ability
of the asset manager to understand and
satisfy the needs of all stakeholders.
Skill and profit motive alone are no
longer sufficient. This shift in approach
necessitates getting close to the asset,
and to the clients and users.

Vauban Infrastructure Partners has the
expertise and human resources to rise

to the challenge. Many of its deals are
bespoke and its innovative, hands-on
approach is essential for structuring
complex projects and realising maximum
value with minimum risk.

Its philosophy to operate public assets,
which are essential to local communities,
over the very long term is critical for
creating long-term value for investors.

After all, the essential infrastructure in
which it invests: schools, hospitals, roads,
trains, utilities, fibre networks will be the
building blocks of society for generations
to come.

Written on 30 September 2079
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ADDITIONAL NOTES

This material has been provided for information purposes only to investment service providers or other Professional Clients, Qualified or Institutional Investors and, when
required by local regulation, only at their written request. This material must not be used with Retail Investors. In the E.U. (outside of the UK and France): Provided by
Natixis Investment Managers S.A. or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg management company that is authorized
by the Commission de Surveillance du Secteur Financier and is incorporated under Luxembourg laws and registered under n. B 115843. Registered office of Natixis
Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of
Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San Clemente 1, 20122 Milan, Italy. Germany: Natixis Investment Managers S.A.,
Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany.
Netherlands: Natixis Investment Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 3521AZ Utrecht, the Netherlands. Sweden:
Natixis Investment Managers, Nordics Filial (Registration number 516405-9607 - Swedish Companies Registration Office). Registered office: Kungsgatan 48 5tr, Stockholm
111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en Espafia. Serrano n°90, 6th Floor, 28006, Madrid, Spain. In France: Provided by Natixis Investment
Managers International - a portfolio management company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority - AMF) under no. GP
90-009, and a public limited company (société anonyme) registered in the Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre
Mendes France, 75013 Paris. In Switzerland: Provided for information purposes only by Natixis Investment Managers, Switzerland Sarl, Rue du Vieux College 10, 1204
Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001 Ziirich. In the British Isles: Provided by Natixis Investment Managers UK Limited which is
authorised and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: Natixis Investment Managers UK Limited, One Carter Lane, London,
EC4V 5ER. When permitted, the distribution of this material is intended to be made to persons as described as follows: in the United Kingdom: this material is intended to be
communicated to and/or directed at investment professionals and professional investors only; in Ireland: this material is intended to be communicated to and/or directed
at professional investors only; in Guernsey: this material is intended to be communicated to and/or directed at only financial services providers which hold a license from
the Guernsey Financial Services Commission; in Jersey: this material is intended to be communicated to and/or directed at professional investors only; in the Isle of Man:
this material is intended to be communicated to and/or directed at only financial services providers which hold a license from the Isle of Man Financial Services Authority
or insurers authorised under section 8 of the Insurance Act 2008. In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers Middle East
(DIFC Branch) which is requlated by the DFSA. Related financial products or services are only available to persons who have sufficient financial experience and understanding
to participate in financial markets within the DIFC, and qualify as Professional Clients or Market Counterparties as defined by the DFSA. No other Person should act upon
this material. Registered office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates. In Japan: Provided by Natixis Investment
Managers Japan Co., Ltd., Registration No.: Director-General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company conducts discretionary
asset management business and investment advisory and agency business as a Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku,
Tokyo. In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) Co., Ltd., a Securities Investment Consulting Enterprise requlated by
the Financial Supervisory Commission of the R.0.C. Registered address: 34F, No. 68, Sec. 5, Zhongxiao East Road, Xinyi Dist., Taipei City 11065, Taiwan (R.0.C.), license
number 2018 FSC SICE No. 024, Tel. +886 2 8789 2788. In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 53102724D) to distributors
and institutional investors for informational purposes only. Natixis Investment Managers Singapore is a division of Ostrum Asset Management Asia Limited (company
registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 Shenton Way, #22-05 UIC Building, Singapore 068808. In Hong Kong:
Provided by Natixis Investment Managers Hong Kong Limited to institutional/ corporate professional investors only. In Australia: Provided by Natixis Investment Managers
Australia Pty Limited (ABN 60 088 786 289) (AFSL No. 246830) and is intended for the general information of financial advisers and wholesale clients only. In New Zealand:
This document is intended for the general information of New Zealand wholesale investors only and does not constitute financial advice. This is not a regulated offer for
the purposes of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand investors who have certified that they meet the requirements in the
FMCA for wholesale investors. Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in New Zealand. In Latin America: Provided
by Natixis Investment Managers S.A. In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment advisor, authorised and supervised by
the Central Bank of Uruguay. Office: San Lucar 1491, oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as a private placement
pursuant to section 2 of Uruguayan law 18,627. In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representacion (Colombia) to professional clients
for informational purposes only as permitted under Decree 2555 of 2010. Any products, services or investments referred to herein are rendered exclusively outside of
Colombia. This material does not constitute a public offering in Colombia and is addressed to less than 100 specifically identified investors. In Mexico: Provided by Natixis
IM Mexico, S. de R.L. de C.V.,, which is not a regulated financial entity, securities intermediary, or an investment manager in terms of the Mexican Securities Market Law (Ley
del Mercado de Valores) and is not registered with the Comisién Nacional Bancaria y de Valores (CNBV) or any other Mexican authority. Any products, services or investments
referred to herein that require authorization or license are rendered exclusively outside of Mexico. While shares of certain ETFs may be listed in the Sistema Internacional
de Cotizaciones (SIC), such listing does not represent a public offering of securities in Mexico, and therefore the accuracy of this information has not been confirmed by the
CNBV. Natixis Investment Managers is an entity organized under the laws of France and is not authorized by or registered with the CNBV or any other Mexican authority. Any
reference contained herein to “Investment Managers” is made to Natixis Investment Managers and/or any of its investment management subsidiaries, which are also not
authorized by or registered with the CNBV or any other Mexican authority.

The above referenced entities are business development units of Natixis Investment Managers, the holding company of a diverse line-up of specialised investment
management and distribution entities worldwide. The investment management subsidiaries of Natixis Investment Managers conduct any regulated activities only in and from
thejurisdictions in which they are licensed or authorized. Their services and the products they manage are not available to all investors in all jurisdictions. Itis the responsibility
of each investment service provider to ensure that the offering or sale of fund shares or third party investment services to its clients complies with the relevant national law.
The provision of this material and/or reference to specific securities, sectors, or markets within this material does not constitute investment advice, or a recommendation or
an offer to buy or to sell any security, or an offer of any regulated financial activity. Investors should consider the investment objectives, risks and expenses of any investment
carefully before investing. The analyses, opinions, and certain of the investment themes and processes referenced herein represent the views of the portfolio manager(s) as
of the date indicated. These, as well as the portfolio holdings and characteristics shown, are subject to change. There can be no assurance that developments will transpire
as may be forecasted in this material. Past performance information presented is not indicative of future performance.

Although Natixis Investment Managers believes the information provided in this material to be reliable, including that from third party sources, it does not guarantee the
accuracy, adequacy, or completeness of such information. This material may not be distributed, published, or reproduced, in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.

Vauban Infrastructure Partners Natixis Investment Managers
Vauban Infrastructure Partners has not yet been approved by the AMF to act as management RCS Paris 453 952 631
company and/or alternative investment fund manager. The Core Infrastructure team that Share Capital: €178 257 690
will make up Vauban Infrastructure Partners currently is a part of Mirova, a limited liability 43 avenue Pierre Mendes-France

company with a share capital of €8,322,790. RCS Paris no. 394 648 216. Regulated by AMF 75013 Paris

under no. GP 02-014. 59 Avenue Pierre Mendes-France, 75013 Paris. www.im.natixis.com
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