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Private renewable investments can offer appealing and diversifying returns tied to enduring trends like AI and the low-carbon transition. (UBS)

How private infrastructure assets
can help diversify portfolios
26 April 2024, 4:32 pm CEST, written by UBS Editorial Team

Renewable energy investments in listed stock markets have faced challenges from high borrowing costs and
inflation pressures. But unlisted investments in renewable energy infrastructure look increasingly appealing
for investors.

We like their potential to offer diversifying returns uncorrelated to other asset classes and inflation-linked cashflows that
can help build long-term wealth. Investors should be aware of the unique risks of private markets, including illiquidity
and long investment horizons.

Recent challenges have weighed on renewable energy investment.

• Concerns about higher-for-longer rates and cost pressures hurt public equity strategies in renewable energy.
• The MSCI Alternative Energy Index has fallen 32% over the five quarters to end March 2024, compared to an 8.2%

climb in the MSCI World Energy index.

But large investment gaps, corporate investment, and government policy are turning more supportive.

• The Global Infrastructure Hub expects the world's infrastructure investment gap will widen to USD 15tr by 2040,
presenting considerable untapped opportunity.

• Global annual renewables capacity additions increased by almost 50% in 2023, the fastest growth rate in two decades
according to the International Energy Agency.

• Government policies like the Inflation Reduction Act in the US and the European Green Deal provide a favorable
landscape for private investments in renewables, in our view.
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So, private infrastructure can augment and diversify returns in long-term portfolios.

• Renewable power asset returns could range between 8% and 13%, based on GSAM data.
• More broadly, infrastructure assets can help diversify portfolios, with correlations of between –0.2 and 0.6 to other

asset classes between 2005 and 2022, according to Cambridge Infrastructure Index data.

Did you know?
• The International Energy Agency (IEA) estimates that achieving net-zero objectives by 2050 will need roughly USD

2.6tr of annual investments in green infrastructure.
• Digitalization and the growth of AI can underpin renewable energy demand. The IEA estimates that global energy

consumption of AI and data-centers could exceed 1,000 TWh by 2026 - about the same amount of energy that Japan
consumes today.

Investment view
We believe private infrastructure investments in renewables can help diversify portfolios due to their low correlation to
other asset classes and provision of alternative, stable income streams that are often tied to inflation. This approach may
also help investors achieve their sustainability and impact goals. However, investors should consider the risks inherent to
private markets before investing, including illiquidity, long lockup periods, leverage, and over-concentration.
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Original report - Why look at private investment in renewables?, 26 April 2024.

Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-
dealer, offering both investment advisory and brokerage services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and
separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about the products or services offered. For more information, please visit our website at
www.ubs.com/workingwithus.
© UBS 2023. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for individual investors and are produced by UBS Global Wealth Management
(which includes UBS Financial Services Inc. and UBS International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The two sources operate
independently and may therefore have different recommendations. The various research content provided does not take into account the unique investment objectives, financial situation or particular
needs of any specific individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG and an affiliate of UBS International Inc.

https://secure.ubs.com/public/api/v2/investment-content/documents/O-DLp4oG4sxHuEGq_nG1DQ?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m

	Important Disclosures

