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SYNOPSIS 
Our analysts forecast a positive outlook for 
investment into the infrastructure market to 2020.  
Governments and the private markets are competing 
for institutional capital to fund infrastructure 
investment.  This pattern applies to both developed 
and emerging economies. This report provides a 
snapshot of key trends and information that will 
inform both project owners seeking investment 
and institutional investors of emerging themes and 
material developments in the global infrastructure 
market.

INFRASTRUCTURE MARKET 
Infrastructure encompasses numerous subsectors 
in over 190 countries globally. At the time of writing 
this report, there are over 270 infrastructure funds 
raising capital in the market, all of which offer 
various strategies. The selection from and diligence 
of all these funds is an important decision for any 
institutional investor. In addition to this, there is 
a separate sample of direct investors who have 
their own in-house management teams which are 
competing with asset managers to acquire and 
manage similar assets for predictable and stable 
returns. This makes the infrastructure market a more 
interesting and more dynamic market than many 
observers may understand or fully appreciate.

UNLOCKING THE BOTTLENECK 
One of the greatest challenges for infrastructure 
investors in 2017 was access to adequate deal flow. 
This is anticipated to be a recurring issue in the 
foreseeable future, as was shown in the 2017 Stirling 
Infrastructure survey of institutional investors. 
Compared to previous years, investors are increasing 
their allocations towards real assets globally and 
specifically into the infrastructure asset class. 
Legislation and approval mechanisms still inhibit a 
constant flow of bankable projects, but we have seen 
progress made in streamlining these processes.

US INFRASTRUCTURE 
Donald Trump’s campaign agenda promised to deliver 
a dramatic increase in US infrastructure spending. 
This would be paired with a legislative overhaul 
that would allow projects to progress through the 
approvals process quicker. Trump’s administration 
has taken the first steps to provide greater impetus 
to the oil and energy sectors and also to de-regulate 
financial institutions. At the same time, Trump has 
started to roll back the commitments made to climate 
change in Obama’s clean energy plan. Further details 
of the promised deregulation plan have recently 
been revealed.1 According to the Legislative Outline 
for Rebuilding Infrastructure in America that was 
released in mid-February 2018, the President sets 

out a framework to stimulate at least $1.5 trillion in 
new infrastructure investment over the next 10 years.
To fulfil this target, apart from providing $100 billion 
for the Incentives Program, the government will also 
improve the permitting process and empower state 
and local authorities to address the needs of bankable 
rural and transformative infrastructure projects. 
There are also new provisions to expand the funding 
eligibility and to remove barriers, particularly in 
transportation, water infrastructure, veterans affairs 
and land revitalisation sectors. 2. This could open up 
appealing investment opportunities for funds and 
asset managers, with some analysts placing realistic 
and achievable infrastructure expenditures at above 
$600billion to 2020.2

The greatest political risk affecting infrastructure 
projects in the US does not stem from the federal 
level, but from the state and municipal level. Private 
capital has not had consistent success in financing 
transport links, whether in California, Illinois, or 
Indiana. Many infrastructure projects in the United 
States using private capital have faced significant 
debt burdens or delays with regulators at the sub-
federal level. Investors will now assess whether 
this new regulatory environment will open up 
bottlenecks that have caused protracted delays in US 
infrastructure projects. 

NOTABLE EMERGING MARKETS
India’s Narendra Modi has made a considerable 
effort to deliver delayed infrastructure projects. As 
part of this process, the Indian government has been 
reviewing infrastructure projects to ease bottlenecks. 
Preliminary results suggest that these efforts to cut 
red tape are bearing fruit - delays are down 43% 
from two years earlier.3 This may unlock substantial 
opportunities for investors, given that the country’s 
project pipeline currently comprises 1,200 projects 
cumulatively valued at $262 billion.4 The number of 
projects running over budget has also declined; a 
necessity if the country’s infrastructure needs over 
the next 5 years, totaling $646 billion, are to be met. 5

EUROPEAN OUTLOOK 
Globally, infrastructure project pipelines continue 
to be delayed because governments are struggling 
to decide on the funding format to pay for required 
assets and services. In Europe, while the political 
will for increased private financing is prevalent, 
the necessary regulatory framework to channel 
this capital into infrastructure assets has not been 
delivered.
Political will in Western Europe for greater 
infrastructure investment is driving changes in 
legislation. As such, this could offer attractive 
prospects for investors. In Germany, 60% of those 
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surveyed want the country’s budget surplus to be 
invested in infrastructure, compared with 19% who 
want it spent on tax cuts and 17% on reducing state 
debt.6 If politicians can deliver on the public’s spending 
preferences, Germany could offer attractive returns.
The IMF has likewise urged the German government 
to spend more on infrastructure, advocating more 
investment to reduce the country’s extensive current 
account surplus and attract private investors. In May 
2017, the IMF reported that “the available fiscal 
space should be used for initiatives that enhance the 
growth potential, such as investment in physical and 
digital infrastructure, childcare, refugee integration 
and relief of the tax burden on labour”.7 Infrastructure 
remains a priority of Germany’s new government and 
so investors should closely monitor developments as 
opportunities appear.
Switzerland, which already boasts some of the best 
infrastructure in the world, also illustrates this trend. 
The country’s sovereign infrastructure fund, which 
was established via a national referendum to support 
Switzerland’s infrastructure, has allowed the country 
to meet investment needs through special financing. 
The success of the fund has led to further funds being 
deployed. A recent example would be the February 
2017 referendum which expressed the approval by 
the majority to establish a new fund of three billion 
Swiss Francs for road infrastructure projects in the 
country.8 Given the political will to invest, the country 
also highlights that only incremental changes are 
needed for there to be an increase in deal flow and 
for the returns profile of projects to improve.
At the EU level, the Juncker plan and the European 
Fund for Strategic Investment (EFSI) also bolster 
the opportunities in Europe for infrastructure 
investments. The EFSI, made up of €16 billion from 
the European Commission and €6 billion from the 
European Investment Bank (EIB), is able to support 
projects based on their strategic value for Europe, 
offering up to 50% of a project’s costs. The EFSI 
also has the goal of attracting private capital to 
infrastructure projects.
The EFSI reported at the Stirling Infrastructure 2017 
Conference that the fund is supporting a visible, viable 
and financeable project pipeline in Europe. The fund 
is working to mitigate and manage risks on certain 
projects for investors and to improve the appeal of 
the region. This risk-sharing fund hopes to deploy 
capital strategically in the hope of attracting private 
capital to fill in the investment gap between the 
current and pre-crisis level. The funds have invested 
in Italy, Portugal, Spain, and Greece where increasing 
energy connectivity has been a focus. Transnational 
bodies have also continued to support these states 
to address the lack of fiscal capacity and the issues 
of uncertainties that have constrained infrastructure 

investments. Headway still needs to be made in order 
to unlock the funding paradigm for infrastructure 
projects in these countries and beyond.
Aside from EFSI, Europe’s investment environment 
looks increasingly promising given greater political 
stability following elections in France, Austria, and 
the Netherlands, where populist candidates largely 
failed to meet expectations. The same cannot be 
said of the United Kingdom where uncertainty has 
grown amid the political wrangling surrounding trade 
negotiations with the EU. The most important aspect 
remains investor confidence in the UK economy – 
there is huge demand for infrastructure funding 
as identified by the UK government to the tune of 
$23 billion annually. In light of Brexit, the long-term 
demand beyond 2-3 years is less clear.

THE FUNDING GAP AND FINANCING INNOVATIONS 
Under-investment across the globe has been 
systematic for decades and threatens to constrain 
growth, prosperity, and development. From 2016 
through to 2030, the world will need to invest 
approximately 4% of GDP8 into infrastructure each 
year in order to render forecasted economic growth 
rates viable. However, if the current trend of under-
investment persists, the world may face a shortfall 
of 11% or $350 billion a year from 2018 onwards.9 
This shortfall increases dramatically if we consider 
the investment needed for the UN Sustainable 
Development Goals, a target that will cost between 
$5 to $7 trillion a year.10

This shortfall offers significant opportunities for 
investors, as new projects have the potential to 
deliver considerable returns. In conjunction with 
previous trends identified by Stirling Infrastructure 
Partners, the feasibility of extracting premiums will 
depend on an increased deal flow.
Large opportunities are available for investors in 
emerging economies, which account for up to 50% 
of the global infrastructure need over the next 18 
years.11 The shift to emerging markets is highlighted 
by the infrastructure needs of Vietnam, one of the 
most exciting economies in the world. Subsequent to 
mass electrification funded by the World Bank, the 
country appears ready to offer investors an attractive 
environment to allocate capital. Only 20% of the 
country’s roads are paved, and an approved plan to 
build 1,372km of highway by 2030 is estimated to 
cost $14 billion.12 In addition, Hanoi and Ho Chi Minh 
have metro systems under construction while the 
country’s rising exports demand greater investment 
into sea ports.
The Asian Development Bank estimates that the 
country’s infrastructure needs will cost $480 billion in 
the period to 2030 with the country achieving a GDP 
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growth rate of 6% on average.13 Again, touching on 
trends identified in this report, the country will need 
to expand its use of PPPs but this will require both 
greater transparency for investors and fast-tracking 
mechanisms for project delivery. 
The underdeveloped legal system in the country 
causes a lack of fairness and transparency throughout 
the PPP procurement processes, which could deter 
private investment. Hence, there is a need for greater 
transparency to resolve these issues and therein 
provide investors with the confidence to invest. 
Despite these limitations, Vietnam currently spends 
5.7% of GDP on infrastructure, the second highest 
in Southeast Asia.14 Only China spends a greater 
proportion on infrastructure in Asia at 6.8%.

FINANCIAL MODELS
To meet Asia’s $26tn of investment needs over the 
next 13 years, there have been a variety of financing 
innovations.15 The model, known as “Rail plus 
Property” has been hugely successful and is now being 
partially implemented in Crossrail. Other regions 
are also producing innovative financing solutions to 
attract investors. In the Middle East, governments 
are stepping in and guaranteeing financing on 
completion and additional re-financing. In Australia, 
initiatives are recycling capital by financing the initial 
construction stage of projects before handing over 
further financing to the private sector. The Australian 
government finances greenfield projects, taking 
on the greatest construction risk at the earliest 
stage. Once these projects have reached certain 
milestones, private capital is introduced to complete 
the projects. The capital invested by the Australian 
government is then recovered through refinancing 
and is redeployed into more greenfield projects. 
This allows institutional investors to invest in stable 
brownfield projects. This recycling mechanism has 
been extremely effective and can offer attractive 
brownfield projects for investors.
Overall, the current funding gap, paired with 
financing innovation to fill this shortfall, offers 
investors attractive opportunities. There must be a 
willingness among investors to work with pragmatic 
funding options in order to deliver a clear pipeline of 
fundable projects. 

INCREASING USE OF PPP PROJECTS
Public Private Partnership (PPP) models have been 
used since the early 1990s and their implementation 
now spans the globe. The concept behind the model 
is to encourage collaborative risk-sharing between 
the public and private sectors and to develop 
innovative solutions and balanced incentives to 
improve operational and financial efficiencies. Stirling 
Infrastructure Partners has observed an end to the 

decline in Private Participation in Infrastructure (PPI) 
investment in 2017. Over the last 5 years, there has 
been a persistent decrease in PPP investment, with 
PPP use in developing countries declining by 37% in 
2016.16 However, we believe that trend is over. PPI 
investment in H1 2017 increased by 24% because of 
an increased appetite for PPI deals with large numbers 
of investors tendering for projects. As a firm, we see 
a strong outlook for PPI investment to 2020 as Asian 
and renewable markets continue to expand. The 
increased use of PPP could be a potential solution for 
the funding gaps now faced by a variety of nations.

Chart above 20

The use of private sector capital and expertise has 
helped to fund many high-quality infrastructure 
assets. As such, PPP use is growing in a number 
of economies, growing by 43% in East Asia, and 
significantly within the energy sector.17 More capital 
is flowing into East Asia and the Pacific Region18 

and significant amounts of capital continue to be 
deployed throughout Latin America, the Caribbean 
and other emerging markets. 
Conversely, other emerging markets over 2016 saw a 
decline in PPP use as the infrastructure environment 
may not offer the secure profile for successful 
partnership. This trend may also reverse, as it has in 
developed economies. By sector, there is an increase 
in PPP use in the energy sector, notably related to 
renewable energy. The US has the potential to offer 
substantial PPP deal flow, given current trends in 
public policy, regardless of funding issues and the 
previous political unpopularity of PPP projects. An 
increase in investment is a much-needed change; 
2016 US infrastructure investment commitments 
totalled $71 billion, a substantial decrease from the 
$121 billion annual average between 2011 and 2015.19 
This decline in investment will inhibit US economic 
growth and productivity gains if the disparity between 
the country’s needs and commitments persists.
The current shortfall has not been without effect. The 
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World Economic Forum ranks US infrastructure quality 
behind that of most other comparable advanced 
nations such as Singapore, Germany, and the United 
Kingdom.21 In addition to the decline in investment, 
the US PPP market has also slowed. In 2015, the US 
accounted for 18% of global construction spending 
but just 9% of the world’s nominal total costs of PPP 
infrastructure in the same time period.22 However, 
the US PPP market is expected to bounce back from 
2018 to 2021.
President Donald Trump’s ambition of creating a 
$1tn building boom must be supported by PPP for it 
to be attainable. A reliance on private capital alone 
or on privatisation will not deliver his spending plans 
as private investment in US infrastructure fell sharply 
in President Trump’s first year in office. In addition, 
Republican tax plans will bolster the necessity for 
PPP projects because the plans will make it harder to 
raise finance for private construction by taking away 
the tax-privileged status of private activity bonds. This 
will affect airport, dock, railway, and water treatment 
plant construction.
Previously, the US saw a decline in PPP activity 
because the funding model was associated with 
inefficient and overpaid privatisation projects. In 
addition, state and municipal governments also 
preferred to issue their own debts to take advantage 
of tax exemptions. These obstacles explained the low 
level of PPP deal flows in the US, compared to some 
of the major economies in the world.
However, Trump’s administration has raised the 
profile of PPP projects and thrust successful projects 
into the national spotlight. This is because they will 
be pivotal for Congress to introduce revenue-neutral 
legislation to stimulate $1tn in public and private 
infrastructure spending.23 Yet, the expansion of PPP 
use in the US is also contingent on governor elections 
as infrastructure spending decisions are made at the 
state level. If elected officials accept federal initiatives 
for PPP, the US market looks promising.
These factors highlight the opportunities in the US 
and especially in the transportation sector. The 
recent successes of PPP projects are mostly found 
within the transportation sector, supported by the 
Transportation Infrastructure Finance and Innovation 
Act (TIFIA) program. This program provides federal 
credit assistance to improve the profitability of PPP 
projects for lenders and equity. Its lending capacity is 
considered to be one of the key factors to affect the 
trend in the PPP market.
In 2016, owner and concessionaire interviews 
conducted by Syracuse University highlighted that 
there is a significantly higher likelihood of meeting cost 
and schedule objectives under PPP models compared 
to traditional, solely public, project delivery.24 This is 

because a strategic PPP approach can mitigate risks 
that inhibit traditional infrastructure project delivery 
by clearly delineating governance, allocating shared 
risk, integrating resources, applying private sector 
efficiency, and establishing a long-term perspective 
of costs and accountability. Notable successes 
have been the George Deukmejian Courthouse in 
Long Beach, California – in this instance, the PPP 
framework accelerated the overhaul of a poorly 
functioning facility. The building was completed, 
on time and within budget, as part of a 35-year 
project agreement.25 Other recent projects, including 
NYNJ Port Authority Goethals Bridge Replacement 
and Florida’s Port Miami Tunnel, also highlighted 
that the majority of PPP projects were able to 
transfer risks to the private sector. While there are 
considerable benefits to PPP implementation, their 
proposed use cannot be seen as a panacea for the 
US’s infrastructure woes. For benefits to be viable, 
Federal and State governments need to work in 
tandem to address financial and regulatory hurdles 
in order to attract private investors. If such barriers 
were removed, there may be the potential for PPP 
to rectify the construction industry’s slow pursuit 
of innovation globally. Data from IHS Global Insight 
indicates that construction productivity in many 
areas has worsened over the past decade.26

The IHS Herold Global Projects Database estimates 
that large infrastructure projects have run, on 
average, more than 80% over-budget and 20 months 
late.27 Our analysis shows that the industry’s local 
monopolies cause a lack of innovation, paired with 
a persistent lack of a clear deal flow. Companies 
view projects as unique, instead of as part of a 
great pipeline, meaning that innovations are not 
transferred across projects and subsequently R&D 
expenditure is reduced.

CHINA 
PPP projects are also central to the world’s second 
largest economy. President Xi Jinping’s “Belt and 
Road Initiative” (BRI) will rely upon public private 
partnerships to deliver a vision of connecting 65 
countries which account for 40% of world trade with 
strategic infrastructure investment. In terms of scale, 
the BRI is 12x the size of the Marshall Plan and as 
such PPP is showing considerable growth with the 
State Council indicating that it would encourage 
‘capable enterprise’ to invest in the BRI.28

BRI has offered great PPP potential, although several 
projects also highlight the drawbacks of the model. 
One high speed rail project has been completed but 
5 projects have been discontinued at an estimated 
cost of $47.5 billion.29 The total estimated value 
of 18 Chinese overseas high-speed rail schemes 
amount to $143 billion as estimated by the Centre 
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for Strategic and International Studies and the FT. 
However, project failures may indicate that China’s 
authoritarian methodology and debt reliance may be 
incompatible with the performance and governance 
standards of certain firms. These issues may also 
be compounded by operational differences, as 
illustrated by XpressWest’s decision to cancel its line 
from LA to Las Vegas partially based on China Railway 
International’s “difficulties associated with timely 
performance”.30

THE CHALLENGES AND OPPORTUNITIES OF PPP 
As the most active and mature PPP markets in the 
world, Canada and the UK show a positive trend 
in providing strong PPP project pipelines, owing 
to the support from governments and their well-
established PPP frameworks. Meanwhile, China and 
some of the East Asian developing countries have the 
potential to offer substantial PPP project deal flow 
if current challenges are mitigated. The favourable 
macroeconomic environment in the US could also 
bring sizable growth in its PPP market that is gradually 
building. The uses of the PPP model range from 
conventional infrastructure projects to investments 
in the renewable energy sector. 
Infrastructure is a major pillar supporting the 
Canadian economy and has been improved constantly 
through the use of PPP models. The current Canadian 
government has promised to double the country’s 
infrastructure investments. In 2017, Canada 
Infrastructure Bank was established with the mission 
of attracting capital from institutional investors to 
invest in large infrastructure projects. Given the 
government’s estimates that the total domestic 
infrastructure investments would be doubled by 
2028,31 the new institution is supported by the vast 
interest of Canadian institutional investors, mainly 
the pension funds and life insurance companies and 
is anticipated to further boost the PPP market in the 
country.
Similarly, the UK has relied on PPP projects to fund 
infrastructure. The use of PPP in the UK spans a wide 
range from large road and rail projects, to service 
contracts which keep local street lights on. However, 
the reliance on PPP attracted political hostility and as 
such its use had fallen out of favour. This was caused 
by a small number of PPP project failures.
One example is PFI, which ran into trouble on London 
Underground when Metronet – responsible for 
modernising two-thirds of the Tube lines – went into 
administration after costs spiraled. It was taken back 
into public hands by Transport for London. Some 
schemes, like the £3.4 billion program to expand the 
M25, have been criticised for being poor value for 
money. However, these critics did not cease the PPP 
activities in the UK. Other schemes such as Crossrail, 

currently Europe’s largest infrastructure project at 
a cost of £14.8 billion, is a success. The rail line is 
running on time and to budget.
The UK government continues to provide support 
for adopting the PPP model and is determined to 
push for a significant increase in private sector 
investment, shown by its commitment to both the 
budget and industrial  strategy.32 This trend is echoed 
in continental Europe where PPP faced criticisms and 
subsequently its use declined in 2015 & 2016, but it 
is now experiencing a revival. This revival has been 
driven by a number of PPP successes such as Nord-
Pas-deCalais’ broadband network roll-out.33 Whilst 
private sector involvement is crucial for the future 
of British infrastructure, the use of private firms has 
faced criticism following the collapse and liquidation 
of Carillion. Carillion built and maintained military 
bases, infrastructure projects, hospitals and schools 
in the UK. The company was driven into liquidation 
because margins were too low to cover its ever-
growing liabilities. Carillion was unable to sustain 
margins because of competition and because of its low 
bidding strategy. The company’s collapse highlights 
two areas that must be improved for private sector 
involvement to grow; firstly, government vetting 
processes need to monitor for dire profit levels and 
unsustainable leverage. Despite issuing an ominous 
profit warning, Carillion was subsequently awarded 
over £2bn worth of government contracts. These 
contracts were for HS2, the Ministry of Defence and 
Network Rail. The inability of the British government 
to predict a collapse illustrates the low levels of 
monitoring which must be improved. Additionally, 
governments must be wary of indiscriminately 
accepting the lowest bids on contracts as this practice 
increases the risk profile of outsourcing by reducing 
profits to dangerously low levels.
The purpose of private sector involvement in 
infrastructure maintenance and development is 
to reduce government debt and to transfer risk to 
private sector operators. In this sense, Carillion’s 
collapse is in no way indicative of an inherent 
problem with private sector involvement or PPPs. 
Instead, company failures should be expected as 
a part of market functioning and subsequently 
governments must ensure that individual company 
failures do not significantly damage venture partners 
or government projects. The success of certain PPP 
projects is informed by clear performance standards, 
risk-allocation mechanisms, and transparent rewards 
and penalty criteria. With these factors in place, 
PPP projects can support innovation by encouraging 
problem solving throughout the bidding, design, 
construction, and long-term operational phases of 
the project. This framework is crucial for a project’s 
ultimate success and, by extension, the return profile 
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for investors.
An adequate bidding mechanism can also ensure that 
the full cost of life cycle Operation and Maintenance 
(O&M) is considered in tandem with construction 
costs. The UK National Audit Office finds that the 
PPP approach reduces life cycle costs by up to 20% 
compared to traditional approaches, maximising the 
gain for investors.34 Additionally, an Australian study 
of 54 projects showed that only 1% went over budget 
and projects beat the scheduled delivery by 3% on 
average, while projects using traditional approaches 
were, on average, late 24% of the time.35  Overall, by 
enabling cost reductions, industry innovation, and 
risk management PPP projects can offer investors an 
attractive opportunity moving forward (provided the 
framework is favourable).
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ABOUT STIRLING INFRASTRUCTURE 
Stirling Infrastructure Partners advises institutional 
investors on the due diligence and selection of 
infrastructure assets. The firm has expertise in the 
acquisition and disposal of both infrastructure assets 
and funds. The firm is experienced in project finance 
and raising capital for infrastructure funds. With a 
global network of over 1200 institutional investors 
and market participants, the firm is well placed to 
advise on fund manager selection, asset valuations 
and M&A transactions. 

PURPOSE OF DOCUMENT
We have prepared this document for our clients and 
key relationships to present some of the key themes 
and data sets that this firm believes our clients should 
consider in order to more effectively invest into this 
asset class. If you would like to obtain advice from 
either our investment fund advisory or our M&A 
professionals, please contact us on the details below.

Stirling Infrastructure Partners Limited
84 Brook Street
London
W1K 5EH

Tel: +44 (0)20 7629 3030
contact@stirlinginfrastructure.com
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