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Built to yield: How infrastructure
powers portfolio income

If you only have a minute

Infrastructure is a high-yielding asset class, offering a yield materially above that of other equities
and comparable to low-risk debt.

=N

The yield is also sustainable, underpinned by the historical stability of infrastructure earnings — a function
of the asset class’'s compelling fundamentals.

B

Returns are not solely income driven. Alongside vield, infrastructure has historically benefited from steady
EBITDA growth, with limited reliance on multiple expansion.

E

For investors seeking yield and growth, infrastructure may present a uniquely attractive combination.

%
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Why yield matters for investors

For many investors, a high yield is an attractive investment characteristic.

e Yield is a powerful contributor to portfolio outcomes. Unlike capital appreciation, which depends on asset sales
and market timing, yield provides a bankable, upfront return that can be reinvested, spent or used to rebalance
portfolios through the cycle.

¢ In periods of market volatility or dislocation, this regular income stream becomes particularly valuable. Yielding
assets have historically helped smooth returns, reduce reliance on market timing, and support portfolio resilience
across a range of economic environments.

 What differentiates infrastructure is not just the level of yield it offers, but the consistency with which that yield
has been delivered through time.

e Where applicable, the benefits of infrastructure income may be further enhanced by favourable tax treatment,
reinforcing the role of yield as a durable contributor to portfolio outcomes.

Infrastructure’s yield compared with other
asset classes

Private infrastructure has historically generated a meaningful portion of its total return from income. Between
2014 and 2024, 3.8 percentage points of private infrastructure’s 10.3% annual return came from yield (Figure 1).
More than two-thirds of the remaining return came from EBITDA growth, with multiple expansion only a relatively
minor contributor.

This sets it apart from private equity and listed equities, where multiple expansion has accounted for a significantly
larger share of total return.! The return profile highlights infrastructure’s ability to generate cashflow-backed returns,
rather than relying on favourable market re-rating.

Moreover, infrastructure’s yield is high compared to other asset classes. Over the same period, average infrastructure
yields exceed those of listed equities and were broadly comparable to AAA-rated US corporate bonds (see figure2).
While government bonds yields have risen more recently, infrastructure continues to offer an attractive income profile
supported by long-duration assets and stable cashflows.

Figure 1: Figure 2:
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Infrastructure’s yield is also reliable, underpinned
by the stability of earnings

Sustainable yield requires earnings that are stable across economic conditions. This is exactly what
infrastructure provides.

Figure 3 below shows private infrastructure’s annual EBITDA growth from 2008-2024. Over this period, earnings
declined in only three years, with the largest decline limited to 8.7%, during the global financial crisis. By comparison,
The S&P500 experienced a far more severe contraction, in both EBITDA (25.2% decline) and net profits (65% decline)
in the same year.

Importantly, single-digit earnings declines are unlikely to threaten distributions, particularly for assets with
conservative payout policies and long-term financing structures.

Figure 3
Private infrastructure EBITDA growth over time
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’ Chart takeaway

@ Infrastructure’s earnings have remained resilient, even during major macroeconomic shocks.
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So, what drives this earnings resilience?

1 Essential services support demand through the cycle

Infrastructure assets provide essential services that are fundamental to daily economic and social activity.
Demand for water, electricity, transport, and digital connectivity tends to persist even during periods of weaker
economic growth. This essential-service nature helps insulate revenues (and by extension EBITDA) from cyclical
fluctuations in consumption and supports earnings stability when broader economic conditions deteriorate.

For example, during years when GDP growth was below its long-term average, infrastructure assets still achieved
roughly 4.4% average annual EBITDA growth (Figure 4), underscoring the resilience of infrastructure earnings even
in weaker macroeconomic environments.

2 Inflation protection supports earnings resilience
and yield durability

Infrastructure also has inbuilt mechanisms to protect against higher inflation. Many assets benefit from explicit
inflation indexation through regulatory frameworks, while others rely on pricing power derived from monopolistic
positions or contracted revenue arrangements. As a result, higher input costs are often offset by higher revenues,
supporting margin stability. Empirically, infrastructure EBITDA growth has historically been stronger during periods
of above average inflation than during low inflation environments (Figure 5).

For income focused investors, this inflation linkage is critical. It reduces the risk that distributions are eroded in real
terms and supports the durability of yield across different macro regimes.

Figure 4: Figure 5:
EBITDA and GDP growth EBITDA and inflation
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NP Chart takeaway
@ Infrastructure’s earnings performance is resilient to weaker GDP growth and high inflation.
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3 High margins and structural growth drivers reinforce
downside protection and growth

Infrastructure’s earnings resilience is further reinforced by its structurally high margins. At an asset-class level,
infrastructure margins are more than double those of global equities (Figure 6), reflecting regulated revenue models,
long-lived assets, and high barriers to entry.

These high margins can help insulate earnings from negative shocks, allowing assets to absorb revenue volatility or cost
pressures without jeopardising cashflow generation.

At the same time, the asset class has disproportionately high exposure to powerful structural growth trends, including
digitalisation, demographics, and the energy transition. Demand for data infrastructure, electricity networks and
essential transport continues to grow irrespective of short-term economic cycles.

This combination of high margins, essential demand and structural tailwinds allows infrastructure assets to ‘grow
through'’ periods of economic weakness, supporting both yield stability and long-term capital growth.

Figure 6
EBITDA margins: Private infrastructure versus global equities
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The bottom line:
Yield plus growth is an attractive combination

Infrastructure’s ability to delivery attractive yield is underpinned by stable, resilient earnings rather than financial
engineering or valuation expansion. Inflation-linked revenues, high margins, and exposure to long-term structural
growth trends support the sustainability of income through a range of economic environments.

For investors seeking reliable income with growth potential, infrastructure offers a differentiated return profile that
can play a valuable role in diversified portfolios.
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Endnotes

1. By listed US equities we are referring to the S&P500. For more details on the return breakdown of private equity and US listed equities see our paper “Private Infrastructure

performance: Uncovering the source of returns”.

Important information

The opinions expressed are those of the author(s) as of
the date indicated and may change based on market and
other conditions. The accuracy of the content and its
relevance to your client’s particular circumstances is not
guaranteed.

This market commentary has been prepared for general
informational purposes by the team, who are part

of Macquarie Asset Management (MAM), the asset
management business of Macquarie Group (Macquarie),
and is not a product of the Macquarie Research
Department. This market commentary reflects the views
of the team and statements in it may differ from the
views of others in MAM or of other Macquarie divisions
or groups, including Macquarie Research. This market
commentary has not been prepared to comply with
requirements designed to promote the independence of
investment research and is accordingly not subject to
any prohibition on dealing ahead of the dissemination of
investment research.

Nothing in this market commentary shall be construed
as a solicitation to buy or sell any security or other
product, or to engage in or refrain from engaging in any
transaction. Macquarie conducts a global full-service,
integrated investment banking, asset management,

and brokerage business. Macquarie may do, and seek

to do, business with any of the companies covered in
this market commentary. Macquarie has investment
banking and other business relationships with a
significant number of companies, which may include
companies that are discussed in this commentary, and
may have positions in financial instruments or other
financial interests in the subject matter of this market
commentary. As a result, investors should be aware that
Macquarie may have a conflict of interest that could
affect the objectivity of this market commentary. In
preparing this market commentary, we did not take into
account the investment objectives, financial situation

or needs of any particular client. You should not make
an investment decision on the basis of this market
commentary. Before making an investment decision you
need to consider, with or without the assistance of an
adviser, whether the investment is appropriate in light
of your particular investment needs, objectives and
financial circumstances.

Macquarie salespeople, traders and other professionals
may provide oral or written market commentary,
analysis, trading strategies or research products to
Macquarie’s clients that reflect opinions which are
different from or contrary to the opinions expressed

in this market commentary. Macquarie’s asset
management business (including MAM), principal trading
desks and investing businesses may make investment
decisions that are inconsistent with the views expressed
in this commentary. There are risks involved in investing.
The price of securities and other financial products can
and does fluctuate, and an individual security or financial
product may even become valueless. International
investors are reminded of the additional risks inherent in
international investments, such as currency fluctuations
and international or local financial, market, economic,
tax or regulatory conditions, which may adversely affect

the value of the investment. This market commentary
is based on information obtained from sources believed
to be reliable, but we do not make any representation
or warranty that it is accurate, complete or up to

date. We accept no obligation to correct or update the
information or opinions in this market commentary.
Opinions, information, and data in this market
commentary are as of the date indicated on the cover
and subject to change without notice. No member of
the Macquarie Group accepts any liability whatsoever for
any direct, indirect, consequential or other loss arising
from any use of this market commentary and/or further
communication in relation to this market commentary.
Some of the data in this market commentary may be
sourced from information and materials published by
government or industry bodies or agencies, however this
market commentary is neither endorsed or certified by
any such bodies or agencies. This market commentary
does not constitute legal, tax, accounting or investment
advice. Recipients should independently evaluate any
specific investment in consultation with their legal, tax,
accounting, and investment advisors. Past performance
is not indicative of future results.

This market commentary may include forward-looking
statements, forecasts, estimates, projections, opinions
and investment theses, which may be identified by

the use of terminology such as “anticipate”, “believe”,
“estimate”, “expect”, “intend”, “may”, “can”, “plan”,
“will”, “would”, “should”, “seek”, “project”, “continue”,
“target” and similar expressions. No representation

is made or will be made that any forward-looking
statements will be achieved or will prove to be correct or
that any assumptions on which such statements may be
based are reasonable. A number of factors could cause
actual future results and operations to vary materially
and adversely from the forward-looking statements.
Qualitative statements regarding political, regulatory,
market and economic environments and opportunities
are based on the team'’s opinion, belief and judgment.
Other than Macquarie Bank Limited ABN 46 008

583 542 (“Macquarie Bank”), any Macquarie Group
entity noted in this document is not an authorised
deposit-taking institution for the purposes of the
Banking Act 1959 (Commonwealth of Australia). The
obligations of these other Macquarie Group entities
do not represent deposits or other liabilities of
Macquarie Bank. Macquarie Bank does not guarantee
or otherwise provide assurance in respect of the
obligations of these other Macquarie Group entities.
In addition, if this document relates to an investment,
(a) the investor is subject to investment risk including
possible delays in repayment and loss of income and
principal invested and (b) none of Macquarie Bank

or any other Macquarie Group entity guarantees any
particular rate of return on or the performance of
the investment, nor do they guarantee repayment of
capital in respect of the investment.

Past performance does not guarantee future results.
Diversification may not protect against market risk.

Market risk is the risk that all or a majority of the
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securities in a certain market - like the stock market or
bond market - will decline in value because of factors
such as adverse political or economic conditions, future
expectations, investor confidence, or heavy institutional
selling.

International investments entail risks including
fluctuation in currency values, differences in accounting
principles, or economic or political instability. Investing
in emerging markets can be riskier than investing in
established foreign markets due to increased volatility,
lower trading volume, and higher risk of market closures.
In many emerging markets, there is substantially

less publicly available information and the available
information may be incomplete or misleading. Legal
claims are generally more difficult to pursue.

Currency risk is the risk that fluctuations in exchange
rates between the US dollar and foreign currencies and
between various foreign currencies may cause the value
of an investment to decline. The market for some (or
all) currencies may from time to time have low trading
volume and become illiquid, which may prevent an
investment from effecting positions or from promptly
liquidating unfavourable positions in such markets, thus
subjecting the investment to substantial losses.

Credit risk is the risk of loss of principal or loss of a
financial reward stemming from a borrower’s failure to
repay a loan or otherwise meet a contractual obligation.
Credit risk arises whenever a borrower expects to

use future cash flows to pay a current debt. Investors
are compensated for assuming credit risk by way of
interest payments from the borrower or issuer of a debt
obligation. Credit risk is closely tied to the potential
return of an investment, the most notable being that
the yields on bonds correlate strongly to their perceived
credit risk.

Index performance returns do not reflect any
management fees, transaction costs or expenses.
Indices are unmanaged and one cannot invest directly in
an index.

Macquarie Group, its employees and officers may act

in different, potentially conflicting, roles in providing
the financial services referred to in this document. The
Macquarie Group entities may from time to time act as
trustee, administrator, registrar, custodian, investment
manager or investment advisor, representative or
otherwise for a product or may be otherwise involved

in or with other products and clients which have similar
investment objectives to those of the products described
herein. Due to the conflicting nature of these roles, the
interests of Macquarie Group may from time to time be
inconsistent with the interests of investors. Macquarie
Group entities may receive remuneration as a result

of acting in these roles. Macquarie Group has conflict

of interest policies which aim to manage conflicts of
interest.

All third-party marks cited are the property of their
respective owners.
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Why Macquarie
Asset Management?

When you invest with Macquarie, you harness
worldwide expertise, discipline and proven
end-to-end deal sourcing, optimisation and value
creation. With over three decades of experience
investing in real assets powering progress, we
help prepare societies and portfolios for what
comes next.

macquarie.com/mam/wealth
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