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Asia’s Infrastructure Competitiveness?
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Large variance in quality of infrastructure assets across Asia,
with greatest investment need in South and South East Asia
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Asian Infrastructure Market Qverview
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Strong growth in road density across developing Asia relative
to ROW and OECD, while rail density has stayed static
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Strong growth of 7% YoY in electricity generation capacity, but still notably lagging
behind OECD in terms of generation capacity, T&D losses, and outages
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Asian Infrastructure Market Overview

Maobile Cellular Phones and Annual Growth
Subscribers per 1,000 Population
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Rapid growth across Developing Asia in telecom services, especially in cellular use, although the
subscriber level still remains slightly lower than other developing countries and OECD
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Asian Infrastructure Market Overview

Access to improved Water Sources Access to Improved Sanitation Facilities
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Asia developing countries’ access to water and sanitation facilities are
growing at a faster rate than other developing countries and OECD
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Solving the Infrastructure Spending Gap

Global Infrastructure Ranking, 2015-2016 Projected Infrastructure Need, by Source
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Ample need for infrastructure investment in emerging Asia
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Solving the Infrastructure Spending Gap

Projected Infrastructure Investment Needs, 2016-2030
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Future spend largely driven by East, South / SE Asia in power and transport
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Solving the Infrastructure Spending Gap

Public and Private Infrastructure Investment, Estimated Investment Amounts Required
Selected Economies, 2010-2014 to Meet the Investment Gap, 2016-2020?
% of GDP Annual Averages, 5 Bifian in 1015 Prices | Climate-adjusted Estimates’
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Current infrastructure spend is predominately funded by public sources,
private sector must dramatically increase share to bridge current investment gap
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Solving the Infrastructure Spending Gap

Budget + PPl Infrastructure Average Investment Rate, Various Years
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The majority of Asia developing countries are currently
investing considerably less than 5% of GDP In infrastructure
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Solving the Infrastructure Spending Gap

Fiscal Space in Developing Asia

% of GDP
7 b
o P ial Spending Reorientation
J & Potential Revenue increase
5 @ Debt Sustainable Increase in Spending
4
3
2
1
0 L

East Asla Central Asia Southizast Asia South Asla The Pacific

Somwre retnng Aem's Wik o uctipd w3 Aaat [evrlegpioie 1o Sk 201 Tt ]

Opportunity for public sector to increase infrastructure spend through tax policy reform,
reorienting other budget expenditures and sustaining the right amount of debt
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Solving the Infrastructure Spending Gap

Tax Revenue Levels Across Asia
o of GDP
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However, narrow tax base threatens to constrain the public sector’s ability
to use tax revenues to fund infrastructure projects
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Solving the Infrastructure Spending Gap

Subscribed Capital MDB Lending Amount
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MDBs collectively represent a large pool of potential financing capital,
for energy and transportation projects in particular
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Players in Asia Infrastructure Financing

Early [ Late
Nols Stages? Challangen
+  Implement regulatory and Institutionsl refarms 1o attract
+  Governmenty and SOFs
+ Respaniible for tan and nontax revenues, borrowingvia bonds . s::".’ e
Public Sector ::::m::.::;;::‘d,:ﬁl’”ﬁ DEI A asststance from donor Early [ Late +  Generate s pipeline of bankable projects for Put;llc'PrNIu
= Currenily finances 9% of Asta's infrastruciure Investment® . m:l:p“t‘:l::nl::rr:?rk o
= Provide support for public seetor finance
+  Share expertise snd knowledgs to identify, detign and +  Relatlve Insignificont scale vs needs (balance sheet limits,
Implernent good prajests threshold ef countries abilny to gusrantee}
MDBs *  Promate Investment friendly policies and regularory and Early 8 d 1, ¢ products and | Ws for
ingtilutional relorms Inevatlons {nature of buslness mode), culture)
¢ Lon offerloan guarantces
= Privatefinanclslinitinutions that provide loans
+  Domestic private-secier banks play impartant role, given theit «  Less developed countries’ banks struggie 1o offer the leng
ability to assess kocal project and soveretgn risks and to provide tenors needed for sustainable-Infrastructure projects,
Commerclal lending In local currency Eatl whoia payback often comes later than Intradhicna
Banks + Abillly to closely monnor project status through the loan o profects
agreement = Pait-GLF regulastions impeds banks' abllity 1o provide fang-
= F larty b of f g In project develsament 1erm preject fimance
{greenfleid) chates
pevel . . E:;:;\l.v!ll:'l Iy or regh r", by developling
elopers an infrastrugture that supports other business lines ‘- . N
Operators + Can shape the amount and timing of capital expenditure and Early o equity it risky, exp and scarce
stsume construction sk
+  Get Involved early In the |ife cycle, often at conception
» Infrastructure invesions tend to invest (n thelr home region
Unlisted : :'mg?:m::;‘::‘ that invest in debt / equity Rarly/ Late {due 1o unfamiliatty with a region / geographic distance to
Infrastructure - Often panncr with eperatars / developers profects), tesuhting in skewed finsncing towards North
American projects
\nstitutional +  SWFS, Insurance companies, pension funds Tend 1o fnvest only when 2isels are operaling 10 ensurt
Investars = Tend 1o be brownfield levestors Late they meet biquidity needs
= Invest peimacily in telecorm / energy = Cften do not have the capital 10 take on construction risk
1 b, 35 A0l drveliping mathal bes wah mes abir that, Pubded wrcied wnl Avvrtment Lovers YOI by bk, Irboneus weud e P5E, Lat iy 100 ink In wies DML

TrY v SOMNCENTA, - WMITFIRIETR B TN

Assessing MDB’s Role in Infrastructure Financing

*  What are the MDB’s offering specifics?

—~  Mainly project-based lending (greenfield and upgrades), sovereign guarantee or
prefarred creditor status, some financing on project development expenses, certain
advisory on regulations, deeper involvement on project execution during the loan
tenor years

=  What are the MDB’s unique values?
-~ Name Recognition: ability to convene, ability to influence regulations, halo effect

= Project execution: comprehensive studies, environment impact assessment,
procurement

—~ Capital: longer tenor

= What are the issues of MDB’s business model?

— Relative insignificant scale vs needs (balance sheet limits, threshold of countries
abllity to guarantee)

— Traditional financing products and impediments for innovations (nature of business
model, culture}
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