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The views expressed in this document are those of the author, and do not necessarily reflect the views and policies of the Asian Development Bank (ADB), its Board
of Directors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this document, and accept no responsibility for any
consequence of their use. By making any designation or reference to a particular territory or geographical area, or by using the term “country” in this document, ADB
does not intend to make any judgments as to the legal or other status of any territory or area.



H =

Content
B b E R R R EEIR

Part one: the current situation of infrastructure finance
channel in China

BERr AR EE SRR ERE L Tt

Part two: infrastructure funds promote diverse
Infrastructure financing

BB bR SR B R £ e b KSR A

Part three: the importance of infrastructure funds for
promoting diverse infrastructure financing

s



B HEEMBERERREILR

Part one: the current situation of infrastructure finance channel in China #ZZ#=%
o  WEMNEHEINLTFIE KR EED) ), HPIUPIEMEER R R 2B E,

Urbanization, especially infrastructure construction, i1s an important engine of economic
growth.

o ZHEYBHETKAN T Rk TR RO UK E S RIS R, TSR
20137F~2030F WAL GFHE G, R BRELRIBfiI 05 R K 18FHIE5T JT1LE 0. %
Hrpshicin CER. Bkt BHAMIY) K. RAGE TR B 2R AR5 5%
McKinsey recently released a report on global trends in the field of infrastructure
development and the report pointed out that in order to support the anticipated economic
growth from 2013 to 2030, global infrastructure investment in the next 18 years will reach
$ 57 trillion. This figure includes needed investments in transportation (roads, railways,
ports and airports), water, electricity and communications infrastructure.

o EEBNRE B, 155 R E A KBRS R T R R b, xR
BRI B S B T 9 16 JTAL 3870, 20094 BRIL A it 1% B8 AU T A (L FRI28%
- “D\GDPIMERE, IXGTEH. MSEAMER, BIREREr. —BIEL
, XPEEREAC N, 2D AEGDP EAFRI2M5% M [E k. 7 McKinsey's report shows
that China's infrastructure investment is estimated at $ 16 trillion, about 28% of the total
estimated value of global infrastructure investment. "

o« S, ey EAER AL et T H T3k 2R E T AT HRF AR Y R B A RO PR AR IR
HEiflizg P E Z M@, However, how to find stable and sustainable financing
for huge infrastructure projects will become a priority problem during infrastructure
construction and operation period.
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Part one: the current situation of infrastructure finance channel in China #ZZ#=%
o FRE HET I BRSOy I R Y . A% G U Rk B A R T 3 A

.. Two categories of infrastructure financing model are mainly used in China : the
traditional government financing models and market financing.

o BUMFRRE EARCLBUR RIS H v ARal, DABCRM RS 7 o8, iz IR T
Bt TRETE . Government financing, based on government credit, is policy-based
financing, complemented by other means of financing.

o BESRIEIRE FEAWE: —RBUMMEBUE % R BUN SRl There are two
main funding sources: First, the government financial contribution; Second, the
government debt financing

o BUFRRSREE IO T B E RRs . &k, g =014, EaHK
I EBUR 2H 1 A 5t~ m) B, T2 5 — i A A i 2 DR ST FRR At e
W) EARKIL . Government financing models lies: investment, construction and
operation "Trinity* are completed by the government or government-owned company.

o DA RFEBURMEN RIFHIEH, POEFERERITE, BEREE, RisEER,
A] FEME K. Benefits: Relying on government finances and good credit, easy operation,
financing fast, reliable.

o BRE: i, NBURWEBGAL T, BURIM /A RESR Bt RIS FRERE IR f, mlet
BEAIAE; =&, AR TFANFAT 5 FAARZ TR o fill e, Se4T RvE Ay B
ARARMIE NVEPRE5 M) . Drawbacks: First, put pressure on government finances; second,
it 1s not conducive for investment diversification and joint-stock reform.
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Part one: the current situation of infrastructure finance channel in China ##=s

o IR TR AR BT o 9 AE R AN H @5 . Market-based financing is
divided into the main corporate credit financing and project finance.

o FHERITFIIEESA: Main financing channels are:

1. AEKEN RATHCEE S IGALA T ; private promoters, issuing shares and other
equity financing;

2. MKFEANLAE F ATt Relying on corporate credit issuing corporate bonds;
3. N AR T TR TR E;  commercial loans from domestic commercial banks;
4. ZEFANS Hah %R, ©HEBOT. BOOT. BOOM HAMPPPAE; A variety of
private sector participation in financing, including BOT, BOOT, BOO and other PPP;

o ARG RBIDE R P AR G| B2 R E 2 HIH i, Sl BUR I
HORCHT, Sl iRmiet R otk Hr, Fatishdt &iX — B AEA . the
biggest advantages of market-based financing is to attract more investors to participate in
projects to reduce dependence on government finances and achieve the diversification of
investment and financing.

. ST el P O i3 T oy an 1 3O NP 1 P G R G B2 i 7 B S M N 7
s AP B I < 5 1) W] DA SE B A et T H A R B i) it B 2 TRl AR B . 5 LA
I5f, SINE TR IR UE SRR SR A ANAEBE RS 70 5 S U At 38 Be 3R 15 5T H 5 2R
7. International experience shows that the development of infrastructure funds have
great development potential.



B

R EalREEeREEEME S T T

Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

FFR AL R4 (Private Equity Fund) Fi+Z4FERT7EE fr EXE, fHibE-HHEEE
N Rl T R IAE R TR . (HAE, KB4 PER: & B M At % 5t T-9E |k
T AME AL, #t BT, FHWEE R E RIS T, HERR L oA,
7'7%3 %ﬂ?ﬂ%lﬁlﬂi

S

B EHI—#, HS5 KB 2PEREAFE,
ﬁéflig'@ﬂﬁﬁ [E4% . Infrastructure Fund is a special
PE fund alternative fund but it returns on investment mainly through long-
term stable cash dividend, which is different from most of the PE fund.

— R BB EE R A ,

iji]

[.:[GBEIJ‘ General features of private equity 2l B R R £
items funds Infrastructure Fund Features

%R Investment targets  JE TP AL Ak b7 B R BRI H 23 7] AL
% L5l Investment ratio DB — WA I A I
% WIBRtime period — M N3 —54F — N0 B E K
$ 2 K Investment risk ML ) B AR AT 8, WBhEeK J& T HE A K ) 5 FE 1 B 2, AR ARG
X FERIIPO EHTEE 5B HSEHURAL) BRI Rl KR E e, w
FIf7TARetums approach gy or - g — K AT o R /b B PO B B 2 A H
EA PN % Suitable investor  BEA 52— & RS AR B FE 1 R 7R B2 ARG XU B B AR ME 358
4i4t 52K Detailed B AV RTIA, 5 v XU e U 2 3 R4 FE A it AT ML AS [F BT PAZHAL AN [F) 4T
classification WHAVC, BEE] XWPEJEHEW MU PP FE Al 5 I 2 4
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Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

o« H HITH R PN A A S B B AR S S L R currently facing major infrastructure
investment in the Fund is as follows:

FROLF 8]
Estatl?ruzhed Fund name # A IR Characteristics and Present Situation

JEEAR = PH ) A TR L Al B0 5 <6 FEHIA01L5ET0, HP IR X IHRIBCE20% 4 . L 3E A M TTIHIRER,

Zgngiégf Morgan Stanley TR E . A ROK AT NS, RARFIE RO R B AT, 2010456 b I
’ Global Infrastructure Fund B H T ) A ] R B 3 4 5l 5%
201046 /] K —ZF R PR R it S BEIEAN60G I AR M. RAMOLE T PTG S —, FEEFFIRAK. Pl
S, 606 Everbright - Macquarie Y. WrReIR. J5KARER . MR AR BREEATILEE, 2011 T N — S A BRI E R
' Greater China Infrastructure Fund  f%, 20124F9H A S A& 1225 0T A H— & AN I E ST .
200847 HEEIKG R TR S L3002 e NR T, EHIHRIZEEZL N60/ZT AR, 201053 B #i+H7 fEsE
Jul. 2008 Huayu Water Industry Investment IZ]LIéCFl’ATJ, W RN RE. MR FRelRAEREFE L, EaEH#H— PRI ERE
! Fund )I/ﬂlllno
200847 /1 PRI LU 4 A MB001Z I AR T, 201264:3 7 fi2), B WISE425(LTE AR T, 201245 A 1
Jul, 2008 ST S R I E I .

Industry Investment Fund

o PRFEESRIEFTIARE, EEIFK T The fund acts less than expected, mainly due to:
(1) XFEANTH B8 = B S K I ;. has special requirement for the asset size of individual projects;
(2) <eimuAa g B R B At et = EA U S EA V2B, 530 & 2R I m] $B is B0 0 2
the proper investment targets are less than normal large infrastructure projects having stable cash flow are
monopolied by the government and state-owned enterprises

(3) (B LAt it e A AL SR, S5 B8 3 1 XU 2 BTk /=75 investors judge the risk too high due to
the vague of the Chinese infrastructure pricing mechanism;

(4) ZHFEEU TR RAIGE . AR e 200 )y EZ ERALH], 0 15 55U o 28 B K M 5
For most funds, capital appreciation, rather than cash dividends in return, is the main mechanism, which
requires the high investment rate of return. .
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Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

5] )5 E R R S AYE:  Return to the origin of the International Infrastructure Fund:
B R R R % 77;  Direct investment holding infrastructure assets;

%% AR E B FEFL 420 41; ROl mainly rely on cash dividends;
R T2 %E;  Moderate stable investment income;
MR HLE 58 R 2K H:4;  Price mechanism indexed to inflation:;

Ao ] [ 1
Combined with China's national conditions

Bl b B E R EE LS B ER: Create a new model of China Infrastructure Fund:

o HPEIRIERA;  Invest medium-scale infrastructure projects;

o JURFERHLAT; Holding position shall be maintained;

o IRNBRARFE T XS, B R In-depth understanding and control of investment
risk, reduce risk premium;

o I SSFAT O RN . Make full use of financial leverage amplification.
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Part two: infrastructure funds promote diverse infrastructure financing  z#==

1. EAHB RS HEAS I T PR:

determine the fund name, type, size, duration, minimum subscription for new shares, etc.,
the basic design structure:

i tnfor example:
Investor A | Investor B |
Investment Management Company  d====
General
Partner Limited

Partner

Commercial
. »
bank Custodian )

‘ Investment

Infrastructure such as transportation, energy, environment, water, pension ‘
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Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

2. BAHAEE R M clear investment principles
18] fmFor example -

o HUBTEALEI R REIR . AZIE . THBOAMR. BT energy, transportation,
municipal environmental protection, social infrastructure assets which has clear pricing
mechanism

- SrhEMagmARNES GHT. 2RI NEIE R AV & B 23117
infrastructure sub-sectors which coincide with Chinese social structure trends (consumption,
aging) and urbanization development

o JE B EE B AMEEF50% In principle, holding not less than 50%

o Hi@EfksmEICEE. ST EUR{E 85 55EE Strong correlation with inflation, weak association
with the local government credit

o FENIEEPHIERIBOE DT D T R BSOS Y /R Rt it Mainly for
infrastructure under asset operations, also select a small amount of infrastructure which are
under construction or renovation and expansion.

10
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Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

3. RITEEEBFER design fund profit model
{5l 20For example :
« IR ZESEE Investment scope

o BAINIGAZNIndividual investment

]

. ¥EHINEKControl requirements
- Il AiCash Flow
. EIETHAU ER ZMinimum expected rate of return

- FIRAMBIAT - A=ESEIE - oS 1EUse of financial leverage, improve
management, value creation

11



BoER EMiiaE SRR ik _ga=

Part two: infrastructure funds promote diverse infrastructure financing  ##=%*

4. PlERKIBHEEE the proposed investment exit strategy

40 For example:

o B HE, WA XERE B2 Investment after the expiration of a X-year grace
period asset disposal

o BT AT ER =
There are three main ways to exit:
1) K& H % 7= A2 55 1B Hisale of project assets transaction
2) FH 4L 48 RN VT 13 3L 45 7K 2 undertaken by the new fund established by the manager
3) AR A AT, HESNEE 4 E Tl AC 5 promote exchange-traded fund when conditions are

ripe in the future

12
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Part three: the importance of infrastructure funds for promoting diverse %%z
Infrastructure financing

o IRTTERAR B BUR B e TR KRG R B T 1 S m B EOR,  [RIIE 4 h T
Rt R ARG T 2R EN S, EEESRE 2 oo, AR
RRTEAR 28, A A] LAMAR A ok v 560 v SR bt 5 it 7 15 Py T M ) 5 < ) 77
DR T R VA it JE U P PR U Jre Dk AT

« The huge demand of funds for infrastructure construction puts forward higher
financing requirements and provides more opportunities for urban infrastructure
financing mode development. By promoting diversification of financing, and
constantly improve the financing system, we can fundamentally solve the financial
pressure and contribute to the rapid urban infrastructure development.

o LA Il I SR A A I B O A T H SR K e, e EE
BF K Je KAIAEAL R e S X TR AR, BRAE T — Rt B SRR e
e BRI T XS BEBTE . A HCAEE G K XSS 4 5 A, T
DU AR 03 ) — PP B B P2 L B, W g | ko B Ak N A A it A2 140 4
i, M HES R R % % Joib.

« Infrastructure Funds provide long-term funding by providing equity investment for
infrastructure projects, which matches with China's economic development and
urbanization trends; For investors, it provides a steady investment product, with
moderate income, low investment risk and investment transparent, which can
withstand inflation risk. It can become an important asset allocation for long-term
investors, to attract social capital to enter the infrastructure construction field, thus
to promote the diversification of infrastructure financing. 13
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