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Infrastructure debt-fund market shrinks
Only two infrastructure debt funds have finalized YTD 2018

of debt funds versus equity funds

D uring the past four years, the percentage
reaching a final close has seen its ups

and downs. First it crept up from 8.8 percent
in 2014 to 16.0 percent in 2016. The number of

* Debt funds responsible
for 6.3% of capital
closed 2015-2018

¢ Debt fund market share
trending down

* Average debt fund
smaller than average
equity fund

debt funds then fell in 2017, to
just 6.7 percent of the total. Year-
to-date 2018, 8.3 percent of the
infrastructure funds reaching a
final close have been focused

on debt. The percentage of
capital raised by these funds

has followed a similar pattern —
starting at 7.2 percent in 2014,
rising to 7.3 percent in 2015 and
then 8.4 percent in 2016. The
market then turned, with only 5.0
percent of the capital raised in
2017 going to debt funds, and
only 3.2 percent so far in 2018.

Debt funds are certainly playing an important
role in the infrastructure landscape, but | think
everyone thought they would account for a
larger percentage of the capital raised. After
the recession, when large banks pulled back
from financing real estate and infrastructure
projects, debt funds seemed like the perfect
vehicle to fill the gap. And they have filled some
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of it. But in the United States, governments are
still relying on bonds and taxpayers to finance
most of their projects. Recent headlines note
that the state of lllinois has approved an $11.6
billion infrastructure plan. New York State has
added $150 billion to their current $100 billion
plan. The lowa Transportation Commission has
approved $3.54 billion and the Northern Virginia
Transportation Authority has approved $1.2 billion
for infrastructure. While a bit of the financing

for these projects could conceivably come from
private investment, such as debt funds, nearly
all is projected to come from public sources. For
all everyone insists that the governments can't
do this themselves, local and state governments
seem intent on doing just that.

Debt funds are struggling to keep up with
their more robust equity brethren when it comes
to average size. Although the average size has
gone up and down over the years, debt funds
have consistently come in smaller, on average,
than equity funds.

We have long noted that infrastructure
capital is being concentrated in the hands of a
few mega-managers. But not debt funds. Ten
different managers were responsible for the 11
infrastructure debt funds that closed since 2015.
Only Macquarie saw more than one fund close.
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