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Investment Process
▪

Macroeconomic Research: Provided by Scott Minerd and his team of economists, and includes more than 70 variables including growth,
consumption, economic activity, employment levels, and inflation.

▪

Sector Allocation: Decisions are determined by the Portfolio Construction Group (“PCG”) and have constituted a significant driver
of return. Sector allocations are dynamic and change as relative value, economic drivers, and emerging opportunities are recognized.

▪

Credit Research: Screening for investment opportunities is done by the research analysts and sector specialists who specialize in different
market sectors.

▪

Portfolio Management: The primary task and responsibility of the portfolio manager is maintaining the portfolio’s strict adherence to the
guidelines and portfolio risk evaluation.

Macroeconomic Outlook

Sector Allocation

Credit Research
Gov’t & Agency

Mortgage-Backed

Security Identification and Monitoring
▪
▪

▪
▪
▪

Credit Analysis
Analyze Structure
Review Collateral
Assess Counter Party Risk
Evaluate Rating Agency Assessment

Asset Backed

Corporate Credit

Portfolio Management

Risk Management

Infrastructure

Issue Selection and Portfolio Construction
▪
▪

▪
▪
▪
▪

Decompose Spreads
Client Risk Preferences
Security Selection
Custom Monitoring Plans
Collateral Databases
Concentration and Correlation of Risk
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Investment Management Styles
Philosophically and strategically, income-oriented and benchmark strategies are very different

Maximizing Total Return

Maximizing Investment Income

Objective

Objective

Increase value of the portfolio
regardless of gains or losses or
level of turnover

Increase value of portfolio by managing interest
and dividend income while opportunistically
realizing gains while mitigating realized losses

Source: Guggenheim Investments
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Definition of Infrastructure
Facilities and structures that are essential for the orderly operation of the global economy.
Energy & Utility

▪
▪
▪
▪
▪

Transport

▪
▪
▪
▪

Communications

▪
▪
▪

Social Infrastructure/
Public Private Partnerships

▪
▪
▪

Water treatment
Water distribution
Oil and gas distribution
Oil and gas storage
Oil and gas pipelines

▪

Toll roads
Bridges and tunnels
Parking
Ports

▪

Telecom towers
Cable networks
Fiber optic networks

▪

Healthcare facilities
Educational facilities
Social housing

▪

▪
▪
▪

▪
▪

▪

▪

Electricity generation
Electricity transmission
Electricity distribution
Renewable energy

Ferries
Airports
Rail

TV and radio broadcasting towers
Data centers

Administrative buildings
Public transportation

Source: UBS Asset Management, Guggenheim Investments
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Opportunities Exist Throughout the Project Lifecycle
Project Lifecycle

Development

Construction

Operations

Characteristics

Generally the Potential for
High Returns with
Unforeseeable Risks

Construction and Operational
Risks Managed with Exit
Possible via Secondary Market

Lower Operational Risks with
Generally Lower Returns

Key Considerations

▪

Land Concerns

▪

Financial Close

▪

▪

Right of Way Acquisition

▪

Construction

Operations and
Management

▪

Permitting

▪

Execution

▪

Potential for redevelopment

▪

Monitoring

▪

Lifecycle Restarts

▪

Investment Thesis Validation

▪

Enter into Long Term
O&M Contract

Expected Equity Return

Capital Requirement

20-30%

$2.5-$20 million

Contracted: 13-15%
Merchant: 15-17%

Contracted: 9-11%

$50-$400 million

$100-$500 million

Merchant: 11-15%

Source: McKinsey Institute, Guggenheim Investments
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Infrastructure Investment Risk Management
While infrastructure projects often benefit from structural and regulatory protections, prudent risk management
remains crucial. Investment risks are often idiosyncratic given the breadth and diversity of the sector.

Common risks across asset types include:
Risk

Mitigating Response

Political, regulatory and
environmental challenges

▪
▪
▪

Multiple counterparties at each
stage of project life cycle

▪
▪
▪

Project and operating risk

▪
▪
▪
▪

Technology risk

▪
▪

Focus on sustainability as a key factor for investment selection
Disciplined deployment of capital to avoid sector concentration
Develop network with trusted, local decision-makers and influencers
Extensive due diligence on both credit and operational capability
Identify specific investment stages, including exit opportunities
Create appropriate goal alignment with key relationships
Select projects with high social benefits to reduce demand elasticity
Innovative transaction structuring
Work with experienced tier 1 partners
Seek contracts and hedges when appropriate to reduce market exposure
Avoid being a first mover in untested technology
Identify opportunities with low risks of creative destruction

Source: Guggenheim Investments
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Investment Thesis
The Business Case
for Sustainable Infrastructure

Infrastructure in the Global Landscape

The demand for infrastructure
investment, a supply of investable
capital and a global consensus for
sustainability makes private investment
in sustainable infrastructure a
compelling opportunity
Demand for
Infrastructure Investment
US$ 4.5 trillion annual global infrastructure
investment need and US$ 2.5 trillion annual
shortfall in infrastructure investment

Supply of
Investable Capital
Global Capital Markets estimated US$ 218 trillion
Persistent low yields cause capital to seek better
returns with a measure of inflation protection

Global Consensus for
Sustainability
The UN Sustainable Development Goals
embody a new social and political consensus

We believe infrastructure investment
can help institutional investors reach
their goals by:
▪

Attractive risk-adjusted returns

▪

Low correlation to other asset
classes

▪

Stable cash yield

▪

Long-lived physical assets

▪

Provision of essential services

▪

Barriers to entry for competitors

▪

A measure of inflation protection

Potential Models for
Sustainable Development Finance
▪

Permanent Capital Vehicles (PCVs)

▪

Strategic Partnerships

▪

Innovative Financial Tools

▪

Flexible Investment Opportunities

Value and Sustainability converge in
the long-run. These factors may
improve investment performance by:
▪

License to Operate – cooperative
relationship with host nation
government and population

▪

Risk Mitigation – reduced likelihood
of environmental remediation and
excessive decommissioning costs

Source: UN, WEF
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Supply of Investable Capital
Private Capital Sources in Trillions USD

Sovereign
Wealth Funds

Institutional assets
can help cover the
infrastructure gap

6.3

Multinational
Corporations

25

Insurance
Companies

26

Pension
Funds

34

Bank Assets

121

0

50

100

150

Source: WEF
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Global Consensus for Sustainability

Infrastructure is key for every UN SDG
Today’s decisions will chart our course for decades

Infrastructure supports every
one of the UN Sustainable
Development Goals (SDGs)

Efficient investment can
improve the sustainability
of infrastructure. Historically,
60% of global greenhouse
gases can be attributed to
the development and use of
conventional infrastructure

Investment decisions will
determine a path towards a
sustainable future or lock-in
wasteful and polluting structures

Source: Fankhauser and Stern 2016
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Potential Model for Sustainable Development Finance
An enduring partnership backed by permanent capital which may create a repeatable project development process.

▪

Sponsors Permanent Capital Vehicles

Sustainable Development Finance

▪

Strategic partners contribute capital,
expertise and relationships

Partnership of Investors, Builders & NGOs
PCV Sponsor, Investor and Project Developer

▪

Investors allocate exposure
across geographies or sectors

▪

Limited opportunities for
co-investment at the project level

Geographic or
Sector PCV

Geographic or
Sector PCV

Geographic or
Sector PCV

Possible Investment Vehicle

Possible Investment Vehicle

Possible Investment Vehicle

Project

Project

Project

Project

Project

Project

Project

Project

Project

Please see disclosures and legal notice

10

Guggenheim in the Arctic
Arctic Investment Protocol 2016
▪

Build resilient societies through economic development

▪

Respect and include local communities and indigenous peoples

▪

Pursue measures to protect the environment of the Arctic

▪

Practice responsible and transparent business methods

▪

Consult and integrate science and traditional ecological knowledge

▪

Strengthen pan-Arctic collaboration and sharing of best practices

▪

Comprehensive database of every current and proposed project in the
Arctic Region

▪

Total investment need of $1 trillion over the next 15 years

▪

Proposed projects include:

▪

Renewable energy ($50 billion), rail ($23 billion ), maritime ($16 billion),
road ($13 billion), aviation ($3 billion), social infrastructure ($2 billion)
and many others

Arctic Project Inventory
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Disclosures and Legal Notice
Guggenheim Investments. Guggenheim Investments represents the following affiliated investment
management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC
(“GPIM”), Security Investors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Funds
Distributors, LLC, Guggenheim Real Estate, LLC, GS GAMMA Advisors, LLC, Guggenheim Partners Europe
Limited and Guggenheim Partners India Management.
General. This disclaimer applies to the entirety of this document and any attachments hereto. You are being
provided this information from GPIM for informational purposes only. By accepting receipt of this document
and reviewing the information herein (the “Confidential Information”), you agree to treat the material
confidentially and in keeping with any confidentiality agreement that you may have in place with GPIM, if
applicable. GPIM expressly prohibits redistribution of this document and any information contained herein
without prior written consent.
The information presented herein has been prepared for informational purposes only and is not an offer to buy
or sell, or a solicitation of an offer to buy or sell, any security or fund interest and may not be relied upon in
connection with the purchase or sale of any security.

Risks. Investing in infrastructure assets may be subject to a variety of risks, not all of which can be foreseen or
quantified, including operating, economic, environmental, commercial, currency, regulatory, political and
financial risks. There is no assurance that the investments will be profitable or generate cash flow sufficient to
provide a return. An investment in an infrastructure fund is subject to certain risks related with the ownership of
infrastructure and infrastructure-related assets in general, including: local, national and international economic
conditions; the supply and demand for services from and access to infrastructure. Although infrastructure may
generate some current income, they are expected to be generally illiquid. In addition, public sentiment and
political pressures may affect the ability of a fund to sell one or more of its infrastructure assets. As a result, it

may be difficult from time to time for the fund to realize, sell or dispose of an asset at an attractive price or at an
appropriate or in response to changing market condition. Sustainability requirements may limit available
investments, which could hinder performance when compared to strategies with no such requirements.
Use of information, no reliance. No representation or warranty is made by GPIM or any of their related
entities or affiliates as to the sufficiency, relevance, importance, appropriateness, completeness, or
comprehensiveness of the market data, information or summaries contained herein for any specific purpose.
GPIM does not guarantee the accuracy or completeness of such information, and we assume no liability for
damages resulting from or arising out of the use of such information. The views expressed herein are subject to
change based on market and other conditions and GPIM does not intend to update the information after its
distribution, even in the event that the information becomes materially inaccurate. Certain information contained
herein includes calculations or data that have been prepared internally and have not been audited or verified by
a third party, and material differences may result if using different methods for calculation or presenting
information. You may not rely on the information as the basis upon which to make an investment decision or to
enter into an advisory relationship with GPIM.
No tax, legal or accounting advice. The views and strategies described herein may not be suitable for all
investors. This material is provided with the understanding that it is not rendering accounting, legal or tax
advice. Please consult your legal or tax advisor concerning such matters.
©2017 Guggenheim Partners, LLC. All Rights Reserved. No part of this document may be reproduced, stored,
or transmitted by any means without the express written consent of Guggenheim Partners, LLC.
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