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Central Banks have become increasingly hawkish and markets are now expecting four to five rate hikes
from the Federal Reserve by the end of the year. CPI remains elevated and volatility has continued in
markets, particularly in equities that are characterised by their growth and income properties. Year to
date, infrastructure and real estate sectors have experienced downside pressures due to their duration
sensitivity; however, the fundamentals are yet to see the benefits from the inflation linkage which
should filter through to revenues and earnings. The sector remains a good substitute for cyclical equity
income or fixed income, providing investors with an alternative income and real returns.
Cordiant Digital Infrastructure (3.71% of the VAM Global Infrastructure Fund*), a UK-listed digital
infrastructure investment trust, successfully raised a further £200m from investors (including
the Fund). From a standing start in February 2021, it has scaled to a market cap north of £800m,
deploying capital into some high quality assets along the way.

.../continued

Canadian-listed Brookfield Renewable Partners (4.69% of the VAM Global Infrastructure Fund*),
announced that it has acquired US renewables developer Urban Grid.
• Whilst relatively small financially at c. $160m (BEP has a market cap of c. $20bn), the deal provides
it with a development pipeline of 13 GW of utility-scale
solar projects, and 7 GW of energy storage initiatives.
• This comes in addition to the existing 31 GW pipeline and
19 GW of operating assets it already owns.
• To put this c. 50 GW pipeline into context, the UK’s
installed renewable energy capacity is currently C. 50 GW.

Greencoat Renewables (“GRP”) (3.39% of the VAM Global Infrastructure Fund*), a renewable
energy infrastructure holding, reported its Q4 NAV and provided increased dividend guidance for the
year ahead.
• The benefits of higher-than-expected inflation and strong short-term power prices supported
the 3.65% increase in NAV over the quarter. Furthermore, if inflation remains above the 2%
assumption used by the Managers, further upside to NAV over the year is expected.
• The company also raised its dividend target by 2% for the year ahead while maintaining strong
cash cover.

.../continued

Some macro thoughts
Central Bank actions and guidance have become increasingly hawkish with the start of the year and
markets are now expecting four to five rate hikes from the Federal Reserve by the end of the year.
The Bank of England already raised rates once before the end of the previous year and markets
expect another hike at the meeting later this week. Monetary authorities have almost capitulated on
their previous views that inflation is transitory as CPI prints have remained elevated and above their
prescribed targets. As a result, volatility has continued in markets, particularly in equities that are
characterised by their growth and income properties. Year to date, infrastructure and real estate sectors
have experienced mark to market downside pressures due to their duration sensitivity (driven by their
long-dated cash flow); however, the fundamentals are yet to see the benefits from the inflation linkage
that is expected in arears and should filter through to revenues and earnings through the rest of the
year. This supports the outlook for dividend growth from real asset sectors and, as markets digest the
trajectory of interest rates, the focus on the sectors’ attractive valuations relative to other risk assets
should return. The real assets sector as a whole remains a good substitute for cyclical equity income
or risky fixed income as it continues to offer good inflation linkage and the prospects for uncorrelated
dividend growth, providing investors with an alternative income and real returns.
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