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The Digital Infrastructure ecosystem

'+ Digital Infrastructure is 1 integrated system

+ Digital Infrastructure includes 2 categories:
. (hard) physical and (soft) non-physical

Connectivity
and

transportation

Storage and
processing

« Digital Infrastructure contains 4 components
. that work interactively

: i Terminals and Services and
.= Digital Infrastructure is the key foundation and CEVICES applications

enabler for the 215t century economy

Soft
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Digital Infrastructure supports nations full digital development

Just like roads and rails, Digital Infrastructure is the foundation of digital economic activities and technological applications

Smart Energy / Autonomous Smart Utilities / Digital Building Information ~ Many other applications in infra/ OPS...
Meters Twin Management

Predictive Smart City
Grid Vehicle

Applications in
|nfra/o PS maintenance
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Megatrends and the external environment in which AllIB operates

1. Increasing importance of Digital
Economy and emerging financing gap
in digital infrastructure

Investments in Digital infrastructure will lag
behind the needs, limiting growth

Inequality of capabilities and growth will
exacerbate and poorer countries miss the
opportunity to ‘leapfrog’

Three key 2. Digital divide between countries,

trends regions, demographics and access

Infrastructure sector will be costly and inefficient
to build or maintain, making it less attractive as
an asset class and increase debt burdens in the
long run

3. Divide of technological applications
between sectors: infrastructure sectors
are lagging

COVID accelerated everything and make digital transformation more thorough and more strategic
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2 focuses of AllB: Digital Infrastructure (DI) for Developmental Impacts (DI)

1. Hard Digital Infrastructure
invest and foster the development and

enhancement of hard digital infrastructure to
bridge the digital divide.

Connectivity
Elgle
transportation

Storage and
processing

Terminals and Services and
devices applications

2. Soft Digital Infrastructure

invest and foster the adoption of technology in

traditional infrastructure sectors, including
transport, energy, water and cities, and other
productive sectors, to increase efficiency and
sustainability.

Soft

~
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The digital landscape — key investible sectors

Connectivity and transportation Storage and processing Services and applications Terminals and devices

The interfaces between
users (human or
machines) and the digital
services and
appllcatlons
|
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Hard Digital Infrastructure

Develop the infrastructure that is foundational to digital economy
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Financing Landscape

Summary of financing landscape: investment needs / gaps by different institutions

Analyses consistently point to an emerging Digital Infrastructure funding gap for Asia

Investment Needs Investment Gaps
Institutions Datasets Definitions 2018 2030 2018 2030 Funding Source REINE
(USDbn)  (USDbn)  (USDbn) (USDbn)
-McKinsey IPAT .
(2011 onwards), 1, Clonmesiiyy -es USD207bn (of | P t0 USD500bN Private 72% o
1. AlIB and McKinsey . : 2. Storage - Yes ) (at least & - Private is dominating
. .7 -Expert interviews, IHS . . which USD127bn N/A N/A -PPP 18% L )
in-house analysis . 3. Devices - only related to infra ) - USD200bn from a0 - PPP is increasing
Markit ICT (Ovum), IDC, - . is connectivity) L -Public 9%
4. Applications - only related to infra connectivity)
Gartner, etc.
- Need forecast based on growing current
capex to match projected economic
1. Connectivity - Yes growth.
Ovum CSP Capex ) ) )
2.0vum  Tracker and other capex |2 Storage - Yes (datacenter only) USD193bn USD369bn N/A USD131bn IN/A r G ElClitEmes snEen preice
3. Devices - No need minus projected operator capacity
datasets C :
4. Applications - No for investment (based on Ovum revenue
growth forecast).
;' g&cgegﬂ_\/&}é- e Usioflan : \F/’vr(ii/zl;g}irfgrfce is increasin
3. ADB ADB's own study ' ag USD112bn usD218bn USD46bn  (connectivity N/A o 9 :
3. Devices - No - Identify investment gap to address climate
e only) .
4. Applications - No change related issues
- The gap will rise up to USD512B (in 2040)
_ Word Bank, ADB, Global 1. Connectivity - Yes A - Focused at connectivity and Internet-based
4. World Economic 2. Storage - Yes - Private sector infra
" ” Infrastructure Outlook, ) N/A N/A USD14bn USD241bn ) L ) .
Forum (“WEF") Oxford Economics 3. Devices - No dominant - Prevalent in middle to low income countries
4. Applications - No - Little investment in advanced digital infra and
infra-tech
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Source: AlIB, [JGlobal (2001-2019) datasets, WEF, OECD, World Bank, AD
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B, IFC, ITU, McKinsey IPAT, Ovum CSP Tracker, IHS Markit ICT (now Ovum), IDC, Gartner




See appendix (p.11 for more
detailed sub-sector analysis)

Digital Infrastructure annual investment is on the rise

while the gap is also widening... 2018 annual 2030 annual Private | PPP |
Investment? Investment? Infrastructure project investment by
Definition $ billion, est. $ billion, est. CAGR 18-30 funding mode, 2011 onwards, %*

= Power: electricity, steam supply

* Qil and gas: downstream oil & gas, pipeline,
upstream oil & gas

= Coal

@ 48% 29% 23%

= Water infrastructure: water collection, treatment &
0 Water & supply, sewer system and treatment facilities
=2 waste * Waste infrastructure: waste collection, treatment & 439 @ 22% 55% 24%
disposal

* Roads, railways, airports, ports, public transport
Transport = Logistics and warehousing

I = Digital Infrastructure (Connectivity and Transport, g%%’;ﬁf
) ~: Data Storage and Processing) gap is up to
§ 1 Digital = Other “soft digital infrastructure”, e.g. digitization yesorzen W 12 9%) 18% I

on infrastructure Asia alone

= Schools
A Urban & * Hospitals 992 @ 44% 42% 14%
s gocial = Social housing

Municipal buildings

1 Investment data excludes waste infrastructure, municipal buildings, social housing; data center and “soft digital infrastructure” are high-level estimation (due to limited data availability)

V 2 Includes data on 24 out of the 44 AlIB regional members due to limited data availability; countries with missing data include: Iran, Afghanistan, Azerbaijan, Brunei Darussalam, Cambodia, Cyprus, Fiji, Georgia,
AI lB Kazakhstan, Kyrgyz Republic, Lao PDR, Maldives, Mongolia, Myanmar, Nepal, Samoa, Tajikistan, Timor-Leste, Uzbekistan, Vanuatu
3 Qualitative directional indication
4 Project-level data financing documented by McKinseyﬁfre_xgtruglure_ﬁrojegt_ Analytics TogI_(IPAT ) database; excludes non-project financing; uses expected funding mode 2HE)

SOURCE: AlIB; McKinsey; WEF; IHS Markit / Global Insight; International Transport Forum (OECD); MEED; G Global Water Institute; Iocal countn/ sources




There is a growing funding shortfall in emerging Asian markets

Market
archetypes’

Developed;
high quality
infrastructure

Developing;
high quality
infrastructure

Emerging;

low quality
infrastructure
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Representative Asian markets
(rank in descending order of quality score)

2024 annual
Investment?
USD billion,

est.

Market Insights

Source: ITU; Ovum; local country sources

= Singapore "
= South Korea .
= Japan

= China "
* |ndonesia "
= Vietnam "
= Philippines -
= Thailand "
= Pakistan =
* Bangladesh .
* Nepal "
* Myanmar "
= |ndia =
= Cambodia .

1 Developed / developing / emerging and least developed categorized by ITU classification based on the ICT Index; Hi

2018 annual
Investment?
USD billion,
est.

Australia

Malaysia

Tonga

Mongolia

Maldives

Sri Lanka

Bhutan

Vanuatu 8

Samoa

Timor-Leste

S000,.. 10000 15000 20000 25000

uqge'ess

30,000

50,000 0

m Macao

m singapore

= Australia

uqe6'6ts

. . -

New
Zealand
™ japan

10,000 20000 30000 40,000 50,000

® Indonesia
m Viet Nam
m Philippines

Maldives
m China

® Thailand
m Malaysia

20,000 40,000 60,000

= Pakistan
m Bangladesh
= Nepal

Lao P.DR.
W Myanmar
= India
m Cambodia
m Bhutan
mSri Lanka

) 5.000.

10000, 15,000

- _ :

60,000

80,000

- I

20,000,

2018 2018 CAGR
Population  Investment 18-24
(USDmillion) per capita,

(USD)

m Indonesia

mViet Nam

m Philippines
Maldives

= China

® Thailand

» Malaysia

= Pakistan

m Banglades
h

= Nepal
Lao P.D.R.

= Myanmar

= india

m Cambodia

gh / low quality defined by WEF Global Competitiveness Report;

High / low quality defined by WEF Global Competitiveness Report: pillar 2 (infrastructure — 80% weight) and pillar 3 ( ICT adoption - 20% weight); score above 70 (on a scale of 0-
100) is defined as high quality infrastructure
2 Includes data on 24 out of the 55 Asian markets due to limited data availability; countries with missing data include: Pacific Islands; Afghanistan, Mongolia, and few Eurasian

markets.
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Market Insights

Asian markets are at different stages and have different infrastructure priorities

Key features

Policy

Connectivity

Data center

Investment
priorities

~~
AlIB
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Emerging

(e.g. India, Myanmar, Afghanistan,
Bangladesh)

National broadband plans are high
level only. Mobile technologies are
the policy focus.

Mobile coverage is expanding but
fixed broadband is neglected.
International connectivity is limited.

Not a current policy priority. Limited
data infrastructure and inadequate
international connectivity.

Capital for mobile coverage is the
priority.

Developing

(e.g. Indonesia, Philippines, Malaysia,
Kazakhstan)

National broadband plans are
clearer, but only Malaysia has seen
effective public investment

Focus is on universal mobile
coverage and urban fixed
broadband coverage

Efforts to attract data
infrastructure investment to
support economic growth.

Upgraded mobile network, fixed

broadband, and data infrastructure

are priorities.

Developed
(e.g. Singapore, Japan, South Korea)

Government has encouraged
mass fixed broadband rollout by
private investors

Focus on superfast broadband
with national coverage targets.

Data infrastructure extensively
used to collect and synthesize
information for policy making and
business.

Infrastructure spinoffs and sharing
will grow, driven by business needs

and regulation.



Finance Type % of Total |Transaction Value (USDm)| % of Total

Financing landscape — uses of funding

A preliminary overview of the types of Digital Infrastructure transactions

1. The preliminary analysis is done on 242 Digital Infrastructure transactions in Asia and AllB
member countries, from IJGlobal between 2001-2019

2. This is an incomplete dataset reflecting the total financing landscape as many capital
expenditure is financed by internal cashflows of the corporates or equity/debt finance
raised at the corporate level (hence, no explicit transaction records on each project).

3. According to the latest report, IFC has a Digital Infrastructure portfolio of USD1.5bn over
67 projects globally (~75% in mobile and towers)

Corporate Finance 40% 69,274 35%
Project Finance 131 54% 122,275 62%
Sovereign/Sovereign Guarantee 15 6% 5,120 3%
Total 242 100% 196,669 100%
______________________________________________________________ P EEEEEEEE
Types of Corporate Finance Types of Project Finance f//
> 1%

= Additional Facility « Additional Facility /
= Asset Acquisition = Asset Acquisition 22%
= Company acquisition

= Portfolio Financing
= Primary Financing

B
=

S = Primary Financing
m Privatisation

Refinancing Refinancing

Source: [JGlobal 2019, AlIB analysis

L

Financing Landscape

Transaction analysis by subsectors

Satellite 5%

Maobile 59%

Multiple 26%

B Mobile B Multiple B Satellite B Terrestrial

B Data Centres Internet B Co-Deployment

1

m Corporate Finance  mProject Finance H
1

1

(USDm)

Internet

|

1

1

1

1

|

| Data Centres @
1

: Terrestrial @
1

1

! Satelite @
1

' Multiple @
1

i Mobile @
1

1

: 0% 20% 40% 60% 80% 100%

' E Co-deployment with other infrastructure projects E

' i (mainly sovereign financing) | @




Financing Gap

Digital Infrastructure investment needs are rising, but the main current

funders are facing declining revenues and investment capacity
* Inrecent years, telecommunications has been under pressure from significant

declines in sales, coupled with new investment requirements in 5G and fiber. i
* Between 2005 and 2015, telecommunications providers’ revenues almost |
halved (a 46% drop, for example, in Austria). i -

(2% ) -w

» Gross capital formation fell by 13% over this period, lifting capital intensity. - .b

* The telecommunications industry — which is the main funder of 5G, fiber expansion,
and other Digital Infrastructure developments — cannot independently raise the
financial resources needed for network expansion over the next decade.

Digital solutions |}

Production/Operations
o
L = A

As a result, the funding needed to achieve development goals will not be met solely by digital operator

investment. There is a Digital Infrastructure investment gap.

€bn Other ICT business Il Telacommunications 2. Ever-increasing usage but decreasing revenue is 3 S Esaiaieal
1. Share of annual 35 . - . : ommercializatio es
o limiting financial capacity to fund future CAPEX by the
income by 20 industry (currently the main funder). - +
Telecommunications o
25 o ) B lo internet internet only
players vs. other ICT Although Digital solutions, ecommerce, and digital 5
businesses 20 content achieved 9-19% CAGR in revenue over 2010- [ XX | Operating revenues CAGR 2010-2015
downstream digital i i “’
( ! . | gt d 15 15, telcos actually experienced a O!r?p in revenue of Sourcs: @UNGTAD, based on UNCTAD's FOIMNE database, company reports and data from Orbis BvD and Thomson ONE
SerV|CeS) In selecte around 2% g|0ba||y due to Competltlon, Note:  Positioning in the intemet intensity matrix is indicative and based on a qualitative assessment. The categories *Internet platforms”,
countries in Europe e . *Digital solutions”, “E-commarce” and “Digital content” include 92 companiss (of which 10 internet platorms, 14 e-commerce,
commoditization and consequent lower tariffs 23 digital solutions and 45 digital content) fram UNCTAD's ranking of the top 100 digital MNEs. The categories "IT" and *Telacom”
include 92 companies (of which 66 IT and 26 telecom) from UNCTAD's ranking of top 100 1CT MNEs. The category "Other” includes
SOUrCe: ADL Source' U NTCAD B0 companies operating in non-ICT industries from UNCTAD's overall list of tha top 100 MNEs.
T 2005 2015 -
AlIB e 14
e’



Financing Takeaway

Key takeaways on Digital Infrastructure financing

~~
AlIB
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MDBs could be a leader in this market. Digital divide, rising Digital Infrastructure gap,
weakening financial capabilities for Digital Infrastructure of the industry, are all contributing to
opportunities for AlIB’s involvement.

The industry and corporates are the main funding sources for Digital Infrastructure development,
despite their increasing pressures of financial performances. Digital Infrastructure is still not yet
mainstream for financial investors

While it is core to Digital Infrastructure, private capital alone does not solve every problem of the
digital divide and financing gap. However, MDB commitment in this sector is very low despite the
rise of digital divide and acknowledgement among the MDBs themselves that this is an
increasingly impactful sector.

The increasing Digital Infrastructure financing gap in Asia calls for new sources of financing: from
institutional / financial investors, or creating and spin-off of Digital Infrastructure assets into
shared “Infraco” or investment trust to reduce repetitive capex

15
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Soft Digital Infrastructure

Applying digital technologies to improve all traditional infrastructure sectors

A,ITB 1‘}\‘\ 16



See appendix (p.19-23 for
more detailed information)

Digital Technologies can create tremendous value to the economy

Digital technologies impact all sectors, but some sectors are more advanced while others like infrastructure construction is lagging behind

[ . (E.g.
! Digital technologies provide both tran_sformatwe and progressive opportunities to all sectors. (E.g. fintech, | How Digitally Advanced Is Your Sector?
e-commerce, on-demand transportation, etc. An analysis of digital assets, usage, and labor.
I 1
1 The emergence of technology also evolves and blurs the traditional way of understanding different sectors. 1 e e .
1 (is Grab/Gojek/Uber a tech company or transportation company?) : ] N i vy
: *  However, not all sectors see the same level of developments; construction and infrastructure-enabling P g -
1 technologies are not as popular as the others for investments/applications due to the quasi-public/highly : S E £ £ 2 38 % ; £2
. . o o o = = @ Ao
! localized sector dynamics. o nformation s Knowledge-
1 I communications technology intensive
Media
1 ‘_ . Professional services 0 :?;I:T; Zit;iiitz:rde
1 D‘gltal TeChnO‘OgleS ! Finance & insurance across most
| e dimensions
1 T : T Wholesale trade
1 )
1 Advanced manufacturing
1 On-demand Payment - Virtual / oil& gas
1 transportation solutions Smjtrit“t? g'ses / InIrehrir;etSof Blockchain Augmented ! AHlities o= \?v?tsl'lstel'g‘;rosten
1 applications (fintech) 9 Reality 1 Chemicals & pharmaceuticals tial to digitally
| Basic goods manufacturing o engage and
1 1 Mining interact with
1 . atestat: their customers
: : Transportation & wareehousing ()
1 Education
: I Entertai t:mailuide ° o‘_l_ Labor-intensive
el ntertainmen recreation . h h
1 Utilities Energy S Healthcare : Personal & local services ;ii;rtsiaﬂz e
1 Government provide digital
. 1 i s to thei
! Government Real Estate Construction 1 Health care worktoree.
1 | Hospitality o
: Natural Transportation Agriculture | U - L)
ReSOUFCGS l ASSETS USAGE = LABOR g
1 < >
1 h . Lo . Lo . - ! Capital-intensive Service sectors Quasi-public/highly
Frontiers of digitization and Followers and laggards of digitization and 1 sectors with the poten-  with potentialto  localized sectors
1 rronuers or aig g
. . . . . . 1 tial to further digitize digitize customer that lag across most
1 technological applications technological applications " their physical assets  transactions dimensions
l' ________________________________________________________ SOURCE DATA ANALYSIS AND EXPERT INTERVIEWS CONDUCTED BY THE MCKINSEY GLOBAL INSTITUTE © HBR.ORG
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Why Infrastructure Technology (“Infratech™)?

What the infrastructure market stakeholders say?

¢ Construction sector is the only one that lags in terms of productivity growth; many
infrastructure sectors

¢ Only 16% of respondents believe the infrastructure industry is evolving fast enough
to meet society’s changing needs

¢ Better technology will reduce costs, waste and also improve sustainability

Why should we care: Transformative impacts and progressive opportunities

¢ More upsides: Infrastructure is treated as a passive income generating asset,
technology might change that

¢ More downsides: Infrastructure and related sectors are not so safe anymore and
do face disruption risks

¢ Predictive maintenance, digital twin and other technologies can provide
incremental opex saving up to 25% and improve performance which improve
asset return

¢ Digitalization within the power sector has the potential to save around USD80
billion per year globally, or about 5 percent of total annual power generation costs.

What the challenges?

¢ Top-down planning and restrictive procurement arrangements

lack of value capture in related economic activities of the infrastructure
Treat infrastructure as passive, stable income-generating assets

Lack of industry dialogue and partnerships

* & o o

Talent pool and culture

~~
AlIB
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I Unlearning by doing
United States, gross value-added*
Per hour worked, 1947=100

M
|

Wholesale and retail T#Ll
f
J pr

0

1947 60 70 80
Source: McKinsey Global Institute

90 2000 10

Economist.com

Economist

1 1,600
Agriculture

y 1,200
800

/
" Manufacturing
/\fﬁr

Overall 400

Construction

*At constant prices

The internet of things sensors and smart infrastructure rate in the top five, among 25
megatrends, for the opportunities they otter.

Urbanisation and population growth

Rise of loT, sensors and smart infrastructure

Private participation in infrastructure

Demand shift to emerging economies

Infrastructure financing gap

0 5 10 15

B % respondents (emerging markets) B % respondents (mature markets)

Source: Infrastructure Futures: The Impact of Megatrends on the Infrastructure Industry - report by Global Infrastructure Hub, World Ec

Forum, Boston Consulting Group

Infrastructure Investor Jul 2020 — Technology Report

Digital

Infrastructure

Examples of opportunities and newinfrastructure requirements

Adoption in different
infrastructure sectors

Examples

Highways

in transportations

Technc ical solutions

Big data and real-time
monitaring

Qutcomes

14% per annum
efficiency improvement

Railways

Real-time anomaly detection
via machine learning

20% reduction in
monitoring costs

Ports

Airports

@ Erewt ® «m;.....n.;@ ing)
: lechnology

Sustainable

AlIB Digital Infrastructure Sector Study, McKinsey, PwC

Connected ports, blockchain-

secured digital thread

Big data and analytics

Distribution automation

90% downtime reduced,
$200 M saved

vehicle)
Infrastructure

EV (Electrical-

Power station and
supercharger station

New high-voltage
terminals in cities

AV (Auto-
vehicle)
infrastructure

Self-driving passenger
vehicles, self-driving trucks

Mini-localized data
cenlres (data-edge)
required; different (often
less) demands for roads

Shared
vehicle
infrastructure

Shared mobility as a service
combined with self-driving
vehicles

Parking needs will
reduce




What are the solutions and AllB’s approach?

What can be done?

¢ Top-down planning and restrictive procurement
arrangements

& Promote collaboration and reduce frictions.

¢ Find ways to properly structure and layer infrastructure.

¢ Create experimental test beds and a fertile enabling
ecosystem.

¢ Create attractions and incentives for the right talents.

& Take advantage of windows of opportunity for change.

QinfraVia The (ARG G roup

InfraVia Growth Fund and hired three new  Focusing on technology that improve
team members with backgrounds in climate resilience of different sectors
growth eauity and VC — target EUR300m like energy, transport and etc.

Koru. 7@ Sk ARDIAN

PENSION PLAN
Has a digital team dedicated
for new technologies to
infrastructure
Clearvision is a
CLEARVISION venture firm focusing
on Infratech based in
Silicon Valley

OTPP sets up incubator for healthcare,
utilities and transportation.

620 Infrastructure Weorking Group
MACQUARIE

G20 Riyadh InfraTech Agendan gedicated department to look at
BACKGROUND emerging technologies and applications
to create value for portfolio

e’

~
AlIB

AlIB’s approach

¢ Industry Engagement:
Connecting infra / tech
companies and foster
partnerships

¢ Knowledge Leadership:
Mapping technologies,
identifying opportunities

¢ Infratech investments:
Investing into funds /
platforms that focus on
infrastructure-related
technologies

¢ Smart Infrastructure
Investments: Investing
into projects and provide
facilities for technology
components

¢ Ecosystem building:
Develop better innovation
ecosystem: roundtables,
exhibitions, incubators

¢ International
Collaboration: Working
with international
organizations to set
agenda, have policy
dialogues, discuss

*STRICTLY CONFIDENTIAL

Investment spending
USD billion
3 18 27
8 1 T
B —
9 1 - =
2008-12 Debt Early Late M&A IPO Other 2013-18  Total

stage stage 2008-
venture venture 18

Transactions capital capital

number

1,154

2013-18

2008-12

AlIB, McKinsey, Pitchbook Data

New digital applications are emerging in all infrastructure sectors
And digitalization is creating new targets for investment that cross traditional infrastructure sector boundaries

Productivity
opportunities

Power & Energy

+ Smart meters * Intelligent traffic lights = Water quality monitoring

Investment
opportunities
in
infrastructure
digitization
(construction
phase)

* Real-time air quality information

« Smart grids and smart load
management

* Gas leak detection

= Fuel efficiency

* Predictive maintenance

+ Gnd outage response
automation

« Real-time road navigation

* Public transit information and
management

« Digital public transit payment

+ Dynamic speed limits

* AV remote control centers

Progressive and
Incremental
opportunities

* Driverless trains & trucks

= Water storage monitoring
* Leakage detection and control
* Predictive maintenance

= Behavior-based water

tracking and

* Predictive

* Dynamic smart parking

« Dynamic congestion pricing

= Shared and autonomous riding
= Mobility as a service (multimodal

= Dynamic wholesale and retail

pricing
= Energy storage management
= Industry structural reform &

markets for local generation
* “Digital twin" simulation for public transit)

generation and grid = “Digital twin" for transport
= New structural o il lion and

promote competition = Digital construction practices
* Digital construction practices

Transformation
opportunities

New investment
targets

~
AllIB
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AllB;-McKinsey, Pitchbook Data

=

pricing
* Long and short term water

market trading

* Smart drainage & stormwater

management for grey water
recycling

= “Digital twin" simulation for

exireme events prediction

= Digital construction practices

platform providers

« Smart streetiights
« Smartbins
- Waste collection route

optirization

= Digital tracking and payment for

waste disposal

* Building energy management

systems and dynamic pricing

* Home energy consumption

tracking and environmental
Services

* “Digital twin” city simulation
= New structural arrangements to

promote third-party access to
city data for applications
development

* Digital construction practices
Datacenters and cloud services providers, Big data platform providers, Al-based analylics providers, IoT and sensor platform providers,
S s



*STRICTLY CONFIDENTIAL

What does technology mean for AlIB?

Technology is a broad space and impactful in many ways, finding the right strategic focus within
technologies is essential to maximize financial and strategic impacts of the Bank (infrastructure is
our core mandate and infrastructure-enabling technologies (“infra-tech”) could be a focus).

Infrastructure investors should be aware of transformative changes brought by technology
innovation to seize emerging opportunities (investment thesis) and avoid investing in stranded
assets (risk management).

There are progressive value-adds and opportunities from technologies that could be readily
incorporated in existing infrastructure sectors and improve efficiency (portfolio value creation)
and E&S performances (sustainability).

Most MDBs are aware of the importance of technology and digital components for development
and are developing different facilities / initiatives to support.

AlIB needs to be measurably agile and innovative to become a 21st century development bank
for infrastructure — technology and innovation is an important cross-cutting priority for
clients/projects, as well as drivers for internal efficiency.

AIITB =~ 20
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Annex: What are other MDB peers doing in Digital?

~~
AlIB
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Financing Gap

Challenges for public sectors: MDBs have low commitments in Digital
Infrastructure, despite recognizing its importance

Water,
Sanitation,
Flood

Protection

Finance

Transportation =
P Agriculture,

Fishing and
Forestry

Public Admin, Law

Energy and Mining and Justice Education

Based on data from 9 MDBs (IBRD, IDA, IFC, AFDB, ADB, |aDB, EIB, AlIB and NDB);
Sources: MDBs, Xalam Analytics Research

1. Most institutions believe the proportion of investments into Digital
Infrastructure will increase and think that digital integration in
traditional infrastructure projects is a key step to increase digital
investment share of MDB and impacts of commitment.

. Despite the increasing importance, MDB’s commitment to the digital
sector is very low. Just 1% of MDB commitments are in digital
projects. The last ICT strategy by ADB, for example, was done in
November 2003.
Investment in the digital sector is perceived as a private sector
activity — this is fostering a “middle class-centric” view of digital
markets, whereby capital investments are primarily focused on the
needs of the growing urban middle class, leading to a deepening of
the digital divide, between rich and poor countries and between
urban and rural areas.

Key recommendations from the World Wide Web Foundation and Alliance for affordable internet:
»  Change the investment narrative within and outside of MDBs to re-establish the ICT sector as a priority.

+  Develop innovative financing solutions for rural area projects.
* Increase investments in the development of enabling policy frameworks.

Source: World Wide Web Foundation, Alliance for affordable internet
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Other MDB’s Moves

What do other MDBs do in applying soft Digital Infrastructure in development work?

Most MDBs agree and realize the importance of digital technology to infrastructure

All MDBs have expressed the importance of digital
technologies and set up dedicated units, funds,
facilities, initiatives, events or publications to raise the

awareness and facilitate adaptations of technologies
and innovations for development and infrastructure.

What do other MDBs think about technology? :

1
* 75% of MDB expects the proportion of investments in ICT will increase. |
* 75% of MDBs believe that integration of ICT component in traditional:
infrastructure projects is the key to increase impact of MDB’s commitments. I

|

In the next two years, you expect the proportion (%) of your institution’s i thatis  what type of steps/actions can be taken to increase ICT share of MDB infrastructure
allocated to the ICT sector to: investments and/or the impact of MDB commitments in the ICT sector?
0% % 5%

80% % -

70% i

60%

S0%

40%

30% 5%

Decrease Stayabout thesame

Increase

Sources: World Wide Web
Foundation, Alliance for
Affordable Internet

+ World Bank have set up Digital Development Program (DDP) and InfoDev.

+ ADB has set up the Digital Technology for Development Unit in March 2018,
held ADB Digital Development Forum and set up ADB Venture Facilities.

» |FC has a dedicated Venture Capital team focusing on cleantech, fintech and
etc. (with 20+ investment professionals, portfolio of ~USD500m)

* |[FC AMC published an article and recommended investors should actively
cultivate an innovation network to stay abreast of new developments.

Infrastructure disrupted:
investing in the age of
‘unknown unknowns’

Viktor Kats, co-fund head of the IFC Global Infrastructure Fund, and Deepali Bahl, principal at the
fund, arguc investors need structured frameworks to be able to deal with the impact of technology

THE CHANGING NATURE OF INFRASTRUCTURE ASSETS
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