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Broadband lies at the core the
sustainable development
In September 2015, UN Member States and the
UN General Assembly agreed the ‘2030 Agenda
for Sustainable Development’, setting out a global
agenda for development based on economic
prosperity, social inclusion and environmental
sustainability.
The
Agenda
identifies
17
Sustainable Development Goals (SDG). Member
States acknowledged that the spread of
Information and Communication Technology (ICT)
and global interconnectedness has great potential
to achieve more inclusive and sustainable
development. Indeed, the power of broadband to
bolster development roadblocks and bring access
to education, healthcare and employment
opportunities has put high-speed ICT network
rollout at the top of every country’s SDG strategy.
Equally, Mirova is convinced that broadband, and
ICT more broadly, can play a key enabling role in
helping achieve the SDGs and committed to
contribute to the investment levels required for
the rollout of global broadband infrastructure that
connects everyone, everywhere.
Broadband technology has become an essential
part of modern life. As any other utility the
presence of a quality broadband network has an
impact on businesses, residential users but also
governments
as
it
transforms
how
we
communicate, shop and how services, including
public services are provided.
Policy makers across Europe have therefore a
strong interest in ensuring that quality broadband
is rolled out in all territories, including in rural
areas. In its Digital Agenda for Europe the
European Commission (EC) has also set ambitious
targets for the roll out of fast broadband by 2020
as EC considers broadband as an important
contributor to economic growth throughout the
European Union. EC has two targets: target 2
aims at broadband connection speeds of 30 Mbps
or higher available to all Europeans by 2022 and
target 3 aims at 50% of the population having
access to 100 Mbps to broadband connection
speeds of 100 Mbps or higher by 2020 too. Capex
investments needed to meet these targets are
high and will need to be split between private
investors and public subsidies; EIB estimated that
the around 93bn euros of investments would be
needed across Europe on the top of estimated
privates investments.

Incumbent operators have already started roll out
some of the networks in areas where such
investments are profitable; there are upgrading
their existing networks or building new ones in
high density areas and have announced around
46bn euros of investments between 2016 and
2020. However, in rural areas were incumbent
operators are not planning to invest as such a roll
out is not profitable, governments need to
support broadband roll out. For example, in
France, it is estimated that 43% of the population
lives in areas where the incumbents operators
have not planned to invest in the medium term.
Public subsidies will be necessary to attract
private investments to this infrastructure sector in
low density areas.

Public
policy
matters:
the
“French connection” example
In France, given the high capex investments
needed to meet targets which is estimated to be
over 20bn euros, the French government has
launched a specific plan called Plan France Très
Haut Debit. This plan is aiming at reaching full
very high speed broadband coverage in France,
by 2022, with priority given to fibber networks. In
order to avoid a new digital divide, as previously
observed in the generalization of the ADSL
technology usage in France, French politics and
the French Telecom Regulator (the “ARCEP”) have
put in place a regulatory framework in which they
have split the national territory between very
dense area and less dense density areas (Zone
Moins Dense). In the very dense area, the
principle of several very high speed broadband
networks competing with each other’s has been
hold. So, each internet service provider or private
operator rolls out its own broadband network at
its own cost. The cost of rolling out their own
broadband network is not high as there are many
end users which allow them to reach profitability
(without being granted subsidies). This area
represents 106 cities in France accounting for
20% of the French population. In the remaining
part of the territory, the less dense area, the
regulator has considered that it would not be
profitable for private operators to roll out several
broadband networks in parallel. In this area, the
regulator has distinguished on the one hand,
areas in which the rolling out of a broadband
network is profitable for a private operator at its
own cost and on the other hand areas in which it

Document intended for professional clients only in accordance with MIFID

2

October 2017

European Broadband Networks
The new infrastructure opportunity

would not be. In order to set up these areas, in
June 2010, the French government appealed to
investment intentions in direction of private
operators. Two of the main French retail
operators, Orange (the incumbent) and SFR have
declared to be interested in rolling out very high
speed broadband networks at their own cost in
3400 cities in France accounting for 37% of the
French population. The remaining part of the less
dense area accounting for 43% of the French
Population is the Public Initiative Network (the
“PIN”) area where Internet Service Providers and
other private actors did not manifested the
interest to invest and will then be the scope of
subsidized investments.

Broadband as an infrastructure
asset
The concept of PIN was established, in 2003, by
the French government in order to reduce the
digital divide which is the inequality mainly
between urban and rural areas in the access to
information and communication technologies: in
2004, more than half of the French population did
not have access to triple play offers. Indeed, in
the early 2000’s, national operators focused their
networks’ investment for DSL services on dense
and very dense areas where profitability was
achievable without being granted subsidies. The
cost of rolling out a broadband network (Capex
per subscriber) in rural areas is higher than the
one in densely populated areas and subsidies are
then required to attract operators. So, in 2004,
the law “article L 1425-1” of the “Code Général
des Collectivités Territoriales” was passed and
gave the opportunity to local authorities to be a
telecom operator and ensure broadband coverage
of their area. As local authorities generally do not
have the know – how required to Design, Build
and Operate broadband infrastructures, they use
the mechanism of the French “Délégation de
Service Public” (the “PSD Agreement”) to entrust
the realization and operation of their broadband
projects
to
specialized
private
wholesale
operators as the SPVs that are combined into
Axione Infrastructures company into which Mirova
has invested from 2009. Since 2004, more than
€3 billion of investment (about half from public
sector) has been deployed for alternative
broadband networks under this framework which
reveals the success of this scheme. The PIN area
is currently the one the funds managed by Mirova

are looking at in France, Ireland and Italy and the
PSD Agreement is the legal tool used by all the
local authorities that launch a project in the PIN
area.
Under these PSD Agreements, local authorities
can organize the open access to the broadband
network for all commercial operators and provides
a mechanism for exclusively subsidizing the
networks covering these areas. In these PIN
areas, as the private wholesale operators or
concessionaires have been granted exclusivity of
the public subsidy and of the PSD Agreement for
the design, build, finance maintain and operate of
the very high speed broadband networks, these
infrastructure networks have a de facto monopoly
once all the end-users have migrated from the
ADSL to the FttH . This infrastructure is indeed
the only one that let the retail operators sell their
services to end-users providing them with an
internet access that can meet the growing
bandwidth in France and elsewhere due to their
new usages (development of cloud services,
increasing use of IPTV and nonlinear videos
consumption triggered by internet video platform,
multiple screening, etc.). The copper loop based
DSL internet access has become insufficient to
meet this already existing demand and needs to
be replaced by another technology with a priority
usually given to optic fiber (as it is the case in
France but also in many other European
countries) as FttH is the fastest technology and
brings symmetric bandwidths and high capacity
regardless of the distance between the Incumbent
operator’s locale exchange and bit rates of end
users FttH services can be a hundred times higher
than those of DSL ones.
As a consequence, the final infrastructure network
operator in the PIN area have the obligation to
open their networks in a non-discriminatory and
transparent way to all commercial operators who
need to reach end users and access to this kind of
infrastructure is regulated by ARCEP.
A total of 3.3bn euros of subsidies will be
allocated by Fonds pour le Solidarité Numérique
(French State) to projects that developed very
high speed broadband infrastructures in the PIN
area in France in addition to long term financing
provided by Caisse des Dépôts et Consignations,
European Union and European Investment Bank.
This framework increases the financing capacity
of private players to invest in broadband and to
cover the financing needs expected in the rural
area broadband networks. Thanks to the French
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regulatory and legal framework of the PINs, all
the local governments have launched Public
Private Partnership contracts for the financing,
design,
construction
and
technical
and
commercial operations of very high-speed
telecommunications
networks
in
their
geographical area. As subsidies improve the
robustness of the project, they leverage further
investments from the private sector in broadband
projects structured as Public Private Partnership
and PIN projects have attracted investors.
These projects are greenfield operations that do
not generally generate yield for investors during
the construction period (generally ranging
between 3 and 6 years from the entry into force
of the PSD agreement depending on the size of
the broadband network roll out). Moody’s defines
infrastructure assets as being strategically
important, capital intensive assets, utilities,
services and primary industries, fulfilling major
economic and social needs ; the infrastructure
sector being characterized by inelastic demand for
outputs or services, potentially underpinned by
natural
monopoly
assets,
which
support
predictable and resilient long term revenue.
Broadband projects procured under PPP schemes
such as concessions or availability based payment
structures meet these criteria, and therefore can
definitely be considered as a new type of
infrastructure asset. Depending on the local
regulatory framework applied for these types of
projects in a given country, these projects can be
monopoly like and be regulated. Risks for these
projects typically depend on the specific
regulatory framework, the underlying contract
signed with the procuring public entity and how
fast the already existing subscriber’s base will
migrate from the ADSL to the FttH technology. At
Mirova, we manage several infrastructure equity
funds
that
have
invested
in
broadband
infrastructure, in France, since the inception of
this market. We are sponsor of a number of
broadband projects, in France, including the Nord
Pas de Calais THD Broadband Project, which aims
at bringing fibre to over 600,000 households,
upgrade ADSL sites with fibre connectivity and
provide fibre access to public and business sites,
all located in areas not covered by the commercial
operators. We are also sponsor of a number of
similar projects in France and won this projects
with our partners Axione and Caisse des Dépôts
et Consignation. Mirova has developed a strong
expertise in structuring broadband PPP Projects as

our knowledge of the broadband sector has been
built over years as we started to invest in the
sector almost 8 years ago when we invested into
Axione Infrastructures, a holding company that
owns 13 PIN projects that are in charge of the
financing of the roll out and operation of very
high speed (providing FttH services) and high
speed (providing ADSL services) broadband
networks.

Europe: The promised land of
broadband
Our experience is that under a regulatory
framework that provides long-term visibility and
stability ensuring the economic equilibrium of the
PIN, over the long term, private investors can
actively contribute to the roll out of broadband
networks
across
Europe.
The
regulatory
framework set up by ARCEP, in France, is a good
example of how regulating the price of access to
very high-speed fiber optic networks deployed by
under public initiative helps bringing investors to
this sector. Private investors can contribute to
finance the capex requirements, particularly in
countries where the coverage gap is high such as
France, Germany, Ireland and Italy for example.
Mirova is actively looking at current developments
in Europe. In Ireland, the goal of the government
is to have 100% coverage with 30Mbps and
100Mps for 50% of households by 2020. The Irish
Department of Communication, Energy and
Natural
Resources
committed to
facilitate
investments
in
broadband
networks
with
legislative and regulatory support as well as
grants. It has launched a procurement process to
award one contract to finance, build and operate
the broadband infrastructure covering the
Northern and Southern rural areas in Ireland and
that won’t be covered by the private operators on
a commercial basis without being granted public
subsidies (approximately 900,000 addresses,
represents the target for the proposed State
intervention). With only c.67 people per km,
Ireland has one of the lowest population densities
in Europe. Some counties in Ireland have a
population density as low as 19 people per km.
This low population density, coupled with a thinly
distributed
rural
population
makes
the
deployment of a high speed broadband network
infrastructure difficult and costly on a commercial
basis. Italy has also adopted a national
broadband plan with an aid scheme composed of
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national and regional funds to support roll out in
market failure areas; the plan is to bring
connectivity with a minimum of 100Mbps for up to
85% of the population and coverage of at least 30
Mbps for all. Two tenders have already been
published and one was awarded this year,
covering the Abruzzo, Molise, Emilia Romagna,
Lombardia, Toscana and Venetia regions.
At Mirova, we are convinced that the rollout of
broadband networks will have a great deal of

impact on the economic competitiveness, social
cohesion and quality of life of local communities
across Europe, nevertheless these projects have
to gather the very key features of infrastructure
in order to qualify as such and for that reason we
will only invest in broadband networks in rural
areas under long term concession schemes in
order to invest in sustainable projects serving the
general interest.

Disclaimer
This document is for information purpose only and intended for investment professionals in accordance
with MIFID. If no and you receive this document sent in error, please destroy it and indicate this
breach to Mirova. Mirova will not be held liable for any financial loss or decision taken or not taken on
the basis of the information disclosed in this document, nor for any use that a third party might make
of this information. This Presentation in no way constitutes an advice service, in particular an
investment advice. This document is a non-contractual document and serves for information purpose
only. This document may not be used for any purpose other than that for which it was conceived and
may not be copied, distributed or communicated to third parties, in part or in whole, without the prior
written consent of Mirova.
No information contained in this document may be interpreted as being contractual in any way.
Information contained in this document is based on present circumstances, intentions and beliefs and
may require subsequent modifications. No responsibility or liability is accepted by Mirova towards any
person for errors, misstatements or omissions in this document or, concerning any other such
information or materials, for the adequacy, accuracy, completeness or reasonableness of such
information. While the information contained in this document is believed to be accurate, Mirova
expressly disclaims any and all liability for any representations, expressed or implied, with respect to
this document or any other written or oral communication to any interested party in the course of the
preparation of information concerning the subject matter. Mirova reserves the right to modify any
information contained in this document at any time without notice. More generally, Mirova, its parents,
its subsidiaries, its reference shareholders, the funds Mirova manages and its directors, its officers and
partners, its employees, its representative, its agents or its relevant boards will not be held liable on
the basis of the information disclosed in this document, nor for any use that a third party might make
of this information. This document consists of an article created and prepared by Mirova based on
sources it considers to be reliable. However, Mirova does not guarantee the accuracy, adequacy or
completeness of information obtained from external sources included in this document.
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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.
In the E.U. (outside of the UK): Provided by NGAM S.A. or one of its branch offices listed below.
NGAM 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 NGAM S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand Duchy of
Luxembourg. France: NGAM Distribution (n.509 471 173 RCS Paris). Registered office: 21 quai
d'Austerlitz, 75013 Paris. Italy: NGAM S.A., Succursale Italiana (Bank of Italy Register of Italian Asset
Management Companies no 23458.3). Registered office: Via Larga, 2 - 20122, Milan, Italy. Germany:
NGAM S.A., Zweigniederlassung Deutschland (Registration number: HRB 88541). Registered office:
Im Trutz Frankfurt 55, Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands:
NGAM, Nederlands filiaal (Registration number 50774670). Registered office: World Trade Center
Amsterdam, Strawinskylaan 1259, D-Tower, Floor 12, 1077 XX Amsterdam, the Netherlands. Sweden:
NGAM, Nordics Filial (Registration number 516405-9601 - Swedish Companies Registration Office).
Registered office: Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: NGAM, Sucursal en España.
Registered office: Torre Colon II - Plaza Colon, 2 - 28046 Madrid, Spain.
In Switzerland: Provided for information purposes only by NGAM, Switzerland Sàrl, Rue du Vieux
Collège 10, 1204 Geneva, Switzerland or its representative office in Zurich, Schweizergasse 6, 8001
Zürich.
In the U.K.: Provided by NGAM UK Limited which is authorised and regulated by the UK Financial
Conduct Authority (register no. 190258). This material is intended to be communicated to and/or
directed at persons (1) in the United Kingdom, and should not to be regarded as an offer to buy or
sell, or the solicitation of any offer to buy or sell securities in any other jurisdiction than the United
Kingdom; and (2) who are authorised under the Financial Services and Markets Act 2000 (FSMA
2000); or are high net worth businesses with called up share capital or net assets of at least £5
million or in the case of a trust assets of at least £10 million; or any other person to whom the
material may otherwise lawfully be distributed in accordance with the FSMA 2000 (Financial
Promotion) Order 2005 or the FSMA 2000 (Promotion of Collective Investment Schemes)
(Exemptions) Order 2001 (the "Intended Recipients"). The fund, services or opinions referred to in
this material are only available to the Intended Recipients and this material must not be relied nor
acted upon by any other persons. Registered Office: NGAM UK Limited, One Carter Lane, London,
EC4V 5ER.
In the DIFC: Provided in and from the DIFC financial district by NGAM Middle East, a branch of NGAM
UK Limited, which is regulated 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 as defined by the DFSA. Registered office:
Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United Arab Emirates.
In Japan: Provided by Natixis Asset Management Japan Co., 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: 2-2-3 Uchisaiwaicho, Chiyoda-ku, Tokyo.
In Taiwan: Provided by NGAM Securities Investment Consulting Co., Ltd., a Securities Investment
Consulting Enterprise regulated by the Financial Supervisory Commission of the R.O.C . Registered
address: 16F-1, No. 76, Section 2, Tun Hwa South Road, Taipei, Taiwan, Da-An District, 106 (Ruentex
Financial Building I), R.O.C., license number 2012 FSC SICE No. 039, Tel. +886 2 2784 5777.
In Singapore: Provided by NGAM Singapore (name registration no. 53102724D) to distributors and
institutional investors for informational purposes only. NGAM Singapore is a division of Natixis Asset
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Management Asia Limited (company registration no. 199801044D). Registered address of NGAM
Singapore: 10 Collyer Quay, #14-07/08 Ocean Financial Centre, Singapore 049315.
In Hong Kong: Provided by NGAM Hong Kong Limited to institutional/ corporate professional
investors only.
In Australia: Provided by NGAM 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. NGAM Australia
Pty Limited is not a registered financial service provider in New Zealand.
In Latin America: Provided by NGAM S.A.
In Chile: Esta oferta privada se acoge a la Norma de Carácter General N°336 de la SVS de Chile.
In Uruguay: Provided by NGAM 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 NGAM S.A. Oficina de Representación (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 NGAM Mexico, S. de R.L. de C.V., which is not a regulated financial entity
with the Comisión Nacional Bancaria y de Valores or any other Mexican authority. Any products,
services or investments referred to herein are rendered exclusively outside of Mexico.
The above referenced entities are business development units of Natixis Global Asset Management,
the holding company of a diverse line-up of specialised investment management and distribution
entities worldwide. The investment management subsidiaries of Natixis Global Asset Management
conduct any regulated activities only in and from the jurisdictions in which they are licensed or
authorized. Their services and the products they manage are not available to all investors in all
jurisdictions. It is 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 Global Asset Management 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.
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