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Editor-in-Chief, Macro Forum, Actis, London

ecameronwatt@act.is

Welcometo The Street View. Thisis
where we share withyouthe howand
why of theinvestment opportunities we
are prosecuting. Ourlong experience
asbuilders and operators meanswe go
beyond the macro headlines sobeloved
by Wall Street commentary. Our views
are fromadifferent, globally diverse
‘street’,as we seek to explore the myriad
of opportunitiesin hard assetinvesting
provided by energy transitionand
security, the fast digitalisingworld and
industrial change.

OurfocusinthisissueisonAsia-thelargest
continentingeography, populationand
contributiontoworld growth. Itisalso the
home toawiderange of opportunities for
Actis. Whetherit be buildingand developing
Lifescience facilitiesinIndia, windand
solarinVietnam, greenbuildingsin Korea
orapplyingnew technologiestodeliver
decarbonisationoutcomesacrossthe
region, all feature as current Actis projects.
We have sharpened our focus onthematic
investingratherthan pursuingapurely
geographicremit, recently committingover
US$500 millioninto Japanese renewables
overthe next 2-3 yearsand committingto
asimilarinvestment quantuminVietnam.
We arelongestablishedinIndiaandrecently
acquired US$800 million of solarassetsin
arecenttransaction, with severalhundred
milliondollars of furtherinvestment
plannedforlogistics and Lifesciencesreal
estate developmentprojects. OurLongLife
Infrastructural funds haverecently struck
interestingdeals with theinvestment
indistrict coolingassetsinthe Gulf,and
acquisition of nearly US$400 million of
operational tollroadslastyear.

Inthis editionthe ‘Big Opportunityin
Numbers', captures some of this exciting
opportunity. AUS$275 trillion global climate
transition spend - more thanathirdin
Asia-tomeet Net Zeroby 2050. 80GW of
new capacity willneed to be created this
decade, equivalent to the existingpower
fleet, costingover US$125 billion. Ajumpin
Japan’'srenewable power generation target
from 22% - 24%to 36% - 38% by 2030.
India’s Lifescience industry facility needs
realestate asthey seektobuild onthe 60%
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share of world vaccine production. These
arebigopportunities. Actis has delivered
c.31GW of generation capacity, developed
13 Greencertified buildings to date, with
moreinthepipeline. We areinvesting
heavilyininnovativereal estate solutions
forlogistics, datacentres and Lifesciences
facilities across Asia. Truly these are Big
Numbers.

Asiahasthefinancialdepthto finance
much of the development it needs through
onshore savings. Currency volatility has
beendecliningever since the 1997-98 crisis,
drivenby adesiretoreduce dependence
onvolatile shortterm portfolio flows.
Whilstthere have beeninflationaryrisks
inrecenttimes, theseare generally muted
when comparedtotherest of the world
givenAsia’'s productivity advantages and
relatively flexible economies. Ingeneral, we
seehelpfulregulatoryand governmental
frameworksintheregion.

Ontheflip side, Asiaremains home tomany
ofthelargest emitters of carboninthe
worldandboth climate and political risks
haveclearlyriseninrecent times. Several
locations have highdomestic debtburdens
and substantial fiscal deficits, which limit
newinvestment growth. Theregionis
particularly vulnerable to energy price
spikes,as most countries are substantial
netimporters ofenergy.

This editiondives deepinto the opportunity
set. Simon Ogus, CEO of DSG Asia based
inHongKong, draws on his 30 year-plus
experience analysing Asia's economies.

He concludes that productiveinvestment,
including material flows of foreign direct
investment, isanimportantbasis forlonger
term growth. Furthermore, he notes that
the muchdiscusseddiversification of
supply chains away from Chinawillbe a
multi-year process benefittingtherest of
theregion.

Mikael Karlssonand ShamiNissandiveinto
the challenges of climate changein Asia
and the wideningrange of solutions and
investment opportunities for thisissue -
some US$90 trillion of capital spend alone
isrequired for APAC between 2021 and
2050tomeet Net Zero. Much of this willbe
funded by private finance given that fiscal

prioritieslie elsewhere, butaccommodating
and supportiveregulatory frameworks are
vital.

YukariNiwa Yamashita, Managing Director
of Japan’'sInstitute of Energy Economics,
makes awelcome guest contribution
outlining the technological solutions for
addressingrenewablesinvestmentin Asia.
Shepredictsincreaseduse ofammoniaas
an additive toreduce emissions from coal-
firedand LNG generation plants, alongside
development of hydrogen powerand -in
Japan’'scase - arestart of nuclear power.
Thisisamust-readarticle remindingus
oftherole of technological development
indeliveringdecarbonisation. The same
themeis echoedby our own Marina Johnson
and Liam Smith, who track technology
solutions for tackling climate change and
how we are addressing sustainability in our
portfolios.

As previously mentioned, Actis has
entered new geographies pursuingour
coreinvestment themes. Rahul Agrawal
and Vinh-ThangHoangin Singapore track
energy transitionin Vietnamand profile
our plans tomeet the opportunities and
challengesinthe country. Jun Ohashiand
Tareq Sirhanfrom our newly established
Japan office, look at the path of energy
transitionandanopportunity setinwhatis
thefifthlargest energy marketinthe world.
Botharticles acknowledge theimportance
oflocalfactorsininvestment, alongside the
benefits of deployingourdeeplong-term
knowledge as builders and operators.

The sametheme - bringing operational
skills tobearin solving for changing
needsininfrastructure - underpins Brian
Chinappi's article examining our strategies
and opportunitiesin Asianreal estate.
HedefinesthefourD's -demographic
shift, digital disruption, deficientand
obsolescent stockand demand foryield. We
are backingclearlyidentifiable themesin
digitalisation, supply chain transformation
andthe growingimportance of healthand
wellbeing. This means greenbuildings and
logisticsin Chinaand Korea, data centres
across theregion, bespoke development
of Lifesciences facilitiesinIndiaanda
combination of many of these themes


https://protect-eu.mimecast.com/s/VogACzXXJhGRgY1ugHL4G

in Vietnam. No speculative office blocks

here -rather developments with specific
purpose and close attentiontoenduser

specification.

Ashish Singh from our Mumbai office
examines the returns availableinnon-
traditionalreal estate. Ashishdoes this
throughthelens of opportunities available
inIndia's burgeoningLifesciences sector.
In2022, as Ashishrecounts, we put our
capital behind this themeinaninitial
US$200 million buy-and-build portfolio
with our new partners, RXPropellant.
Non-corereal estate seemstobeless
competitive and more attractiverisk-return
characteristics than some of the more ‘old
economy’ sectors.

Actis derives greatinformationand
insights fromthe companies weinvest
in. Theironthe ground experience and
close partnershipsareinspirationaland
informational. The Street Viewis no
exception.

Inthis edition we hear from Sudhir Nunes,
CEO of Levanta Renewables, arenewable
power platformbasedin Vietham.Heis
interviewed by Rahul Agrawal of our Energy
Infrastructure team. Sudhir talks about
ambitious expansionplans as Levanta
Renewables gearsuptoa1l.5GW platform
and shares his views on sustainability and
energy transition.

Alsofrom Vietnam, Duong Pham, Chairman
of AnPhat Holdings, dialogues with Brian

Chinappiwholeads our Real Estate practice.

AnPhatHoldingsis partneringwith Actison
developingindustrialandlogistics facilities
withastrongemphasis on sustainability.

Finally, Gaurav Chaturvedi, Head of
Corporate Strategy at Walter,anew
tollroad platforminindia, talks with
Adrian Mucalov, Head of our Long Life
Infrastructure Fund. Actis has plans to own
and operate tollroads with aparticular
focus onimproving safety for users. This
isanapproachwhichresonates withusers
inacountry with one of the worstroad
safetyrecordsintheworldandasource of
competitive advantage.

We are very gratefulto these busy
executivesfor sharingtheirtime and
insights with you.

Concludingthis editionis anarticle from
Adrian Mucalovwhoisbasedin Singapore.
Adrianconsiders Asiatobeattheheart
ofany globalinfrastructureinvestment
strategy by virtue of size and breadth of
opportunity and fundamental drivers ofend
userneeds. Thereisnogreaterindicator
ofthis faiththanthe facthe hasrelocated
to Asiarecently with his family! Adrianalso
touches onourexperience ofembeddinga
core focus on sustainability, essentialboth
for societal needs and delivering the multi-
decade cash flows his team seeks.

We believe that Asia’s wealth of
opportunityin productiveinfrastructure,
new economy real estateand energy
transition provides a wealth of potential
for Actis. Asyouread thesearticles,
crossing from Mumbai to Tokyo and
Jakartato Seoul, we hope you enjoy this
investment journey.
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ASIAN OPPORTUNITY
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HOW ECONOMIES GROW

SIMON OGUS
Founder & CEO, DSG Asia
simon@dsgasia.com

Inprevious Actis articles, | have discussed
therolethat both mobilisingand then
enhancing the productivity of humanand
physical capital playsindriving sustained
economicdevelopment. Growingapoor
economy witharapidly growing
populationandalowinitial capital stockis,
intheory, relatively easy (though many
countries, sadly and serially, fail).
However, maintaining growth spurts
beyond middleincome status has
historically beenaratherharder
endeavour requiringinstitutional changes
conducive to sustainably boosting factor
productivity.

Nouniquerecipe hastodatebeen
discoveredthat guarantees economic
development. However, successful
transitioners have generally provided
sufficient macroeconomicandlegal
stability to mobilise both domesticand
longer-term foreign savings, whichin
turnfacilitatesincreasedinvestmentsin
human and physical capital. Anopenness
tointernational expertise, tradeand
more stable forms of capital suchas direct
investmentsintherealeconomyhasalso
invariably beenpart of the special sauce
(Countries thatbecome overlyreliant on
shorter-termforeign capital flows are more
vulnerable to swingsinrisks appetites
and sudden stops suchas occurredduring
Asia’'s 1997 collapse or the 1994 Mexican
TequilaCrisis).

“THE PLETHORA OF
DOMESTIC SAVINGS AND
FINANCIAL REPRESSION
CREATES POOLS OF
DOMESTIC FUNDED LONG
TERM CAPITAL. THIS IS
IDEAL FOR THE GREAT
ASTIAN INFRASTRUCTURE
SPEND."”
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Asian economies east of the Indus River
have accounted foradisproportionate
amountofthe successfultransitioners.
Theprocesswasled by post-WWIl Japan,
followed by the Newly Industrialised
Country grouping of South Korea, Taiwan
plusthecity entrepots of Hong Kongand
Singapore, and subsequently Chinaandthe
original ASEAN Tigers of Malaysia, Thailand,
Indonesiaandthe Philippines. More

recently, othereconomiesinthelocale
suchaslIndia, Bangladesh, Vietnamand
Cambodiahave alsojoined the party.

Onvariouslevels, the globalbackdrop
appearsincreasingly unfriendly and
unsupportive of further material gains.
Thedevelopedworldis grapplingwith
post-inflationary indigestion while aland
warisragingonthe European continent.

EXHIBIT 1: TOTAL FIXED CAPITAL FORMATION AS A % OF GDP
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EXHIBIT 2: INWARD FOREIGN DIRECT INVESTMENT AS A % OF GDP
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Meanwhile, US-Chinarelations remain
troubledand characterised by mutual
mistrustandalthoughthe People’s
Republic of China (PRC)islikelytoseea
decentrebound overthe comingquarters
asitexitsits pandemic-eraisolation,itis
strugglingwitharange of structural growth
impediments.

From adversity springs opportunity forthe

regionthough. The deteriorationin Sino-US

relations over the past decade hasdrivena
push for supply chainrecalibration, if not
quite afull-blown decoupling. This may
result—near-termatleast—inless efficient
and higher cost production, but the
countriesthat canattractsuchre-
locational capital stand to benefit.

Astheworld emerges fromthe pandemic,
pauseddomestic capexplanscanbe
resurrected and foreigninvestordue
diligence exercises completed. Economies
thatare abletoenhancetheirabsorptive
capacity capabilities, provide awelcoming
and predictableinvestment climate,
flexible labour markets andimproved
infrastructure shouldbe well-placed to
boost domesticinvestmentandtoalso
attract stronger flows ofinward Foreign
DirectInvestment (FDI).

The Asianeconomies surveyed here are,
arguably, particularly well-positioned.
Savingsrateshave been consistently
elevated overthe decades accommodating
ahigherrate ofinvestment thangenerally
recordedinother parts ofthe globe
(Exhibit 1). For sure, notallinvestments
have beennecessarily productive while
booms have given way to periodic
bustswhen capital allocation quality
hasdeteriorated. Nevertheless, the
region’'slonger-term productive capital
accumulationhasbeenfar from poor
overall.

Thisinvestment successhasbeenbased
onboth strongdomesticandforeign
capital mobilisation withannual FDI

flows consistently inthe 2-4% of GDP
range (Exhibit 2). Indeed, theregion has
traditionally attracted adisproportionate
share. Ofthe more than US$12 trillion stock
of FDIUNCTAD records as being deployed
todeveloping countries, developing Asia
hasaccounted foraroundthree-quarters,
half of which has gone to China.
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EXHIBIT 3: RECIPIENT FOREIGN DIRECT INVESTMENT SHARES
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The ASEANTigersinitially led the way
inthe 1980s accountingforaquarter of
disbursements to the region (Exhibit 3).
However, costsrose and excesses
increasingly accumulated during the
early-1990s atatime when Chinawas
acceleratingits ownreformand opening-
up processes and could start to offerreal
scale. Hence the centre of FDI gravity
shifted further north, albeit post the
1997 meltdown, ASEAN has once again
startedtoreceive sizeable foreign capital
disbursementsalongside Vietnamand
morerecently India.

It seems fair toassume that given the frigid
state of great power internationalrelations,
the burgeoningtrend ofthe past half-
decadetorecalibrate supply chains to make
themlessdependent onsingle suppliers
will only continue. Physicalresources can
be somewhat more fungible with a (painful)
lagbut disentangling highly-complicated
manufacturing supply chainsisacostlyand
far-fromimmediate endeavour. Moreover,
no other developing country can, at this
juncture, match China's sophisticationand
scale (northe attractions of itsinternal
market).

Nevertheless, ifevenatenthofthe
productive capacity ofthe PRC—anumber
consistent with various foreign chamber
of commerce surveys—seekstorelocate
over the next decade, thiswouldrepresent
ahuge amount of capital for smaller

economiestodigest.Hencetheneedto
concomitantly upgrade infrastructure,
logistics and energy capacities that donot
trashtheplanet. Needless to say, theseare
allareas of Actis expertise.

Moreimmediate cyclical challengesremain.
The PRC'sre-engagement with the outside
world should provide China’s neighbours
withadecentenough cyclicaldemand
boost—-trade, education, tourismand
commodities—which canhelptoputafloor
under analready contracting export growth
profile.

Furthermore, although fiscal deficits,
understandably, widened across theregion
inrecentyears, publicdebt metrics remain
almostuniversallymanageable, foreign
borrowingratios are well shy of their danger
zones, and currencies are generally cheap.
Finally, balance of payments stressesare
largely absenttoo, albeittheriseinenergy
costshasbeensomewhatuncomfortable.

Takentogether, Asia still has the potential
togrow fasterthantherest of theworld
evenif growthdifferentials narrowas
trade sharesrise. Equally the plethora of
domestic savings and financial repression
creates pools ofdomesticfundedlong-
term capital. Thisisideal for the great
Asianinfrastructure spend provided that
governmentallows the private sector
toearnadequatereturnsandcanabsorb
inflationaryrisks.



FUNDING CLIMATE

MIKAEL KARLSSON

Partner, Chief Investment Officer, Actis, Luxembourg

mkarlsson@act.is

SHAMI NISSAN

Partner, Head of Sustainability, Actis, London

snissan@act.is

The past few years have demonstrated
that climate changeisalready uponus,as
temperatures continue tobreakrecords,
wildfiresincreaseinintensity, coral
bleaching events become more frequent
and moreregions endure flooding than
everbefore. Itisaworldwide problem, but
onethat affects Asiadisproportionately.

Areportby McKinsey Global Institute
foundthat between 600 millionand 1 billion
of Asia’'s population could be exposedto
annuallethalheatwaves by 2050—that's
out of aglobal total of 700 millionto 1.2
billion people affected. Thereportalso
states that 75% ofthe world's capital stock
that couldbe damagedbyriversflooding
isin Asiaand thatbetween US$2.8 trillion
andUS$4.7 trillion of theregion's GDPis

atriskannually as aresult oflowerlabour
productivity as extreme heat and humidity
prevent work outside.

“TRANSITIONING ASIAN
ECONOMIES TO NET ZERO
IS VITAL IF THE WORLD
IS TO ACHIEVE GLOBAL

CLIMATE TARGETS.”

Thefiguresare stark, particularly when Asia
ishometo 55% of the world's population
and accounted for approximately 40% of
global GDP growthin 2022.

The scale of the issue means that Asia will
need significantinvestment tomitigate
and adapt to climate change. We believe
that climate transition willrepresent the

EXHIBIT 1: ASIA'S CLIMATE CHANGE RISK
People, physicalassets,and GDP impacted by rising heat and humidity may be more atrisk from climate changein Asia than globally.
First-orderimpactonly, by 2050 (based on RCP 8.5)
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largestreallocation of capitalin history, with
estimates from McKinsey & Company of
US$275 trillion of capital spending needed
globally between2021and2050inthe

Net Zero scenario- of whichan estimated
US$90 trillion willneed to flow to APAC
countries. Thisrepresentsanannualrise to
about $3.1 trillionfromapproximately $2.1
trillionin 2020.

Thisinvestmentisclearlyineveryone's
interest, particularly given that
transitioning Asian economiestoNet Zero
isvitalifthe worldis toachieve global
climate targets. Deployment of this capital
willneedtobe broad-based, directed
atarange ofareasthatdecarbonise,
create climateresilienceand ensureajust
transitionthat protectsandimprovesthe
lives of vulnerable communities.

Food Natural
capital
Landareaprojected
to experiencebiome
shift, affecting
ecosystemsand
livelihoods %

~45
~40

Asia

Asia Global
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“CLIMATE TRANSITION
WILL REPRESENT THE
LARGEST REALLOCATION
OF CAPITAL IN
HISTORY, WITH
ESTIMATES OF US$275
TRILLION OF CAPITAL
SPEND NEEDED GLOBALLY
BETWEEN 2021 AND 2050
UNDER THE NET ZERO
2050 SCENARIO.”

The opportunityis here today

Wearealready startingto seeprivate
markets developinvestmentthemes
around climate transitionin Asia, withsome
focusingon early-stage climate-related
technologies, while others are followinga
strategy of buying coal-fired plants witha
viewtoaccelerating their closure.

At Actis, we see significant opportunity
inavariety ofareasrelatedto climate
transitionin Asia, particularly with afocus
onrealassets. We havebuilt 17 renewable
energy platformsacross our markets and
have c. 31GW of energy generation capacity
inour portfolio, equivalent to 28 million
tonnes of CO, avoided. This experience,
combinedwith ahistory of investingin
Asiafor over 70 years, makes us extremely
wellplacedtoidentify and create climate
transition solutions.

Thereisalotto playfor, startingwith
sustainable energyinvestments given
that APAC countries are expectedto build
1.6 TWofnewrenewable capacityinthe
nexttenyears.|nadditiontolarge-scale
renewable power platforminvestments,
we see potentialininvestingdirectlyin
renewable energy projects or developing
businesseswith strong growth profiles
within this space. Energy storage that helps
mitigaterenewableintermittencyisalsoa
vitalcomponent of decarbonisation, while
emergingfuelinfrastructure, suchas that
required for hydrogen orammoniacanbe
partoftheinvestmentuniverse.

Energy efficiency solutionsareasecond
key areafor Asia's climate transition.
Increasingly decentralisedandintermittent
power sources, alongwithincreased
electrification of transport and buildings,
will put pressure ongrids. Thismeans about
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US$13.3 trillionininvestmentisrequired
worldwide for upgrading, reinforcingand
installing power networks between 2022
and 2050, of which Asiawillaccount for
roughly 40%, according to Bloomberg NEF's
New Energy Outlook 2022. Smart meters,
micro-grids and heatingand cooling
infrastructure will present additional
opportunities. There areincreasingmoves
tocreatedistrict or centralised heatingand
cooling systemsthat are significantly more
energy efficient thanindividual units.

Thethird mainareawebelieveisattractive
is sustainable transportation, as countries
increasingly phase outinternal combustion
engine vehicles. Today, zero emission
vehiclesrepresent 6% of new passenger
vehicle sales globally; by 2040, thisis
expectedtoriseto 75%. Thiswilldrive the
need for new charginginfrastructure, with
more than 15 million charger connections
expectedin APACin 2040. We see
opportunitiesinfleet decarbonisation
andcharging, where thereis strong
potential for buildingeconomies of scale
and generating securerevenues. Yet there
isalsoneedforinvestmentto speedup
emergingcleantransportinareassuchas
aviationand shipping; new and alternative
fuels willrequire productionand supply
infrastructure.

Investors want to put capital behind
climate strategies

Theserealasset climateinvestments will
benefit frominfrastructurerisk-return
profiles, withlong-term, contracted cash
flows, inflation protectionandattractive
risk-adjustedreturns. Theyare allareas that
couldhaveasignificantimpact oncarbon
emissions and contribute toaddressing
climate change.

We continue to see undimmed demand for
investinginto the themes of transitionto
Net Zero. Asmoreinvestors set theirown
Net Zerotargetsandseekinvestmentsthat
contribute to decarbonisation, they are
increasingly concerned that the funds they
back meetnotonly their decarbonisation
objectives, butalsoaddressbroader
socialand environmentalissues. Therise
ofregulation to combat greenwashingis
helpingtodrive up standards acrossthe
investment community, with the European
Union's Sustainable Finance Disclosure

Regulation (SFDR) havingameaningful
impact. We are seeing someinvestors view
SFDR Article 9 funds asthe ‘gold standard'.

Thisis especiallyimportant for funds
targetingregions suchas Asia. The fact that
Asiaislikelytobe soimpacted by climate
change meansthatanyinvestmentsneed
totake aholisticapproach to sustainability
by ensuringthat environmentalissuesare
addressed at the same time as building
economic and socialresilienceamonglocal
populations.

At Actis, our core philosophy that

'Values Drive Value'informs our approach
toallourinvestments. Thisis why we have
developed proprietarytoolsto measure
anddriveresponsibleinvestmentpractices
acrossallaspects of ESGinourinvestments
andinourfirm.Webelieve thisis essential
tomaintainingourlicencetooperate, butit
isalsofundamental to the way we generate
returns. Ourinvestmentinpan-African
renewable platform Lekelademonstrates
this. Ratedasthe number 1 global utility
company by Sustainalytics ESG Risk Rating
assessments, Lekela's trackrecord for
sustainability made itamore valuable
businessduringthe sales process. Ourwork
with Indianrenewable business Sprngtells
asimilar story. Withindustry-leading ESG
standards embeddedinthe company, the
quality of the Sprng platformattracted
significant buyerinterest, includingfrom
non-traditionalrenewables buyers suchas
oilcompanies.

“THESE REAL ASSET
CLIMATE INVESTMENTS
WILL BENEFIT FROM
INFRASTRUCTURE RISK-
RETURN PROFILES, WITH
LONG-TERM, CONTRACTED
CASH FLOWS, INFLATION
PROTECTION AND
ATTRACTIVE RISK-
ADJUSTED RETURNS.”

Webelieve that Asiahas the capacity to
addressandrespond to climate change.
With fast growingand dynamiceconomies,
supportive policy frameworks, astrong
pipeline of new projectsand technologies
—andwiththerightinvestors—Asiahas
the potentialto emerge fromtheclimate
emergency stronger than everbefore.



FUNDING CLIMATE



ACTIS IN ACTION: SPRNG

SprngEnergyisanIndianrenewable
energy platform focused on solar

and wind projects supplying power to
electricity distribution companies across
the country. Established by Actisin 2017
withaninitial seedasset of 330MW, it
grew toencompass more than 2.1GW of
operationalrenewable energy assets,
withafurther 7.5GWinthepipeline.In
2022, Actisagreed to sellthe company to
Shell.

Demand for electricity among residential
andbusinessusersacross Indiaisonthe
rise thanks tothe country’s growth, while
alack of domestic oiland gas supplies
coupled with concerns around the
environmentalimpact of adding further
coal-fired thermal plants tothe energy
mix has prompted the government to
press formore renewable power.

The government'’s plans aim to capitalise
onlIndia’s abundant sunshine and strong
winds. Meanwhilerenewable energy is
alsoanincreasingly affordable power
source: it can now produce electricity at
between 20% and 40% lower costthana
new thermalplantinIndia.

Drawing on our experience of
successfully creatingand building
renewable energy businesses globally,
we established anew platform. Our deep
localnetworks enabled us toidentify an
experienced executive tojoinas CEO.
This became the firstbuildingblockin
what was to be arapidtransformation
from start-up to a fully-functioning

and fast-growingbusiness. By the end
ofthe year, the company had grown to
encompass 30 employees. The following
year, werecruiteda ChiefFinancial
Officer,anew Head of Windand anew
Head of Operations and maintenance
tocomplete the senior hires, as wellas
addingto otherdepartments.

Sprng Energy, incommon withall our
portfolio companies, appointedaHead
of ESGwhowas directly accountable to
the board and who was responsible for
identifyingand managing any potential
ESGissues, whilealso developing
initiatives forcommunity engagement.
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With our guidance, the company putin
place best-in-class and award winning
health and safety governance across

all sites (achieving over 6.5 million man
safe hours during the lifetime of Actis’
investment)—amovethat helpedraise
benchmarks across the widerindustry.
SprngEnergy’'s employment terms were
amongthe best fortheindustryinindia,
offering fair wages and market-leading
working conditionsinamarket where
these are oftenfarfrom standard (e.g.
Sprngdeveloped IFC standards-aligned
guidelines for workers' accommodation).
Sprng’'s dedicated community
investment strategy (which, for example,
supported educationaland clean water
infrastructure) reached approximately
64,000 beneficiariesand generated
annual community earnings of US$ 2,500
through community training and skills
development.


https://sprngenergy.com/
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Asia Challenge

Asiaisattheforefront of the climate
change challenge. Theregionrepresents
the majority of global populationand
economicgrowthto2050, andis highly
vulnerable to climaticimpacts. At the
same timeitremainslargelyreliant onhigh
carbonintensity industriesand power
generationtechnologies. According to
McKinsey & Company (April 2022),
approximately US$90 trillionis required to
finance the energy transitiontoNet Zero
in Asiato 2050, notto mentionthehuman
capitalrequired. Thisrepresentsan
annualrisetoabout $3.1 trillion from
approximately $2.1 trillionin 2020. While
the energy transition value propositionis
clear, especiallyinaregion thirsting for
energy security atatime when net fossil
fuelimportsaresettorise200% by 2050
(IEA, October, 2022), challenges remain.
For many countries however, rollingout
renewables at the pacerequired tomeet
demand andreduce carbon emissions
quickly, while maintaining grid stability,
during atime of tighteningliquidity,
presentsachallenge whichlooks
insurmountable. New solutions are
required toreduce the costsandbarriers
todecarbonisation.

Pathtodecarbonisation Chinaand Vietnam have seenchallenges
deliveringacceleratedrenewables
programmes. Forinstance, transmission
line build-outhaslaggedrenewables
development, resultinginthe controlled
reductioninoutput ofrenewablesinorder
tobalance energy supply anddemand.
While these challenges canlargely be
mitigated through better planning,
regulation, and the use of private-public
partnershipstoharness more capital
and humanresources, itisunlikely tobe
sufficient.

Reducingthe underlying coal component
ofthe generation profile (Exhibit 1),
whilemeetingtherapid growthinenergy
demand, isthekeyissuetoresolvein Asia.
Coaland gas pricing volatility make the
commercial case foraccelerated growth
innew build renewables the obvious “low
hangingfruit”. However, keeping up with
thegrowthrateandpoortransmission
infrastructure betweenload centres
andwindy/ sunny areas has resultedin
continued build out of the thermal fleet.

EXHIBIT 1: APAC GENERATION BY TECHNOLOGY

15k

12k

9k

TWh

6k ...

3k

'06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21
I Coal 10il IGas

Nuclear BHydro BSolar I Wind §Other Renewables

Source: BloombergNEF, Capacity & Generation data
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“GAS HAS HALF THE
CARBON INTENSITY

OF COAL, HAS A MORE
FLEXIBLE DISPATCH,
AND HAS A LOWER
CAPITAL RECOVERY
COMPONENT TO THE
COST. THE RECENT
INCLUSION OF GAS

IN THE EUROPEAN
UNION’S GREEN
TAXONOMY SUPPORTS
THIS POSITION OF GAS
HAVING A PIVOTAL ROLE
AS A SUSTAINABLE FUEL
SOURCE IN THE ENERGY
TRANSITION."

Pricing of carbon and clearregulatory
approaches could certainly spark
accelerated deployment of technologiesto
tackle these challenges.

While some ofthese solutions are not
currently commercially viable, regulation
tointernalise the cost of carbonwould
rapidly change the paradigm. As with the
renewables sector, these technologies
would also subsequently benefit from
economies of scale andlearning curves.
However, over the mediumterm, Actis
doesn’t see aworld whereregulatory
change will be sufficient to cover the cost of
carbon-free firm power (i.e. H2,ammonia
and/or nuclear), which would require
carbon pricinginexcess of $100/tCO,). As
aresult, toprevent new coal beingadded
tothefuelmix, Actis believes that gasis
the only credible stop-gap. Gas has halfthe
carbonintensity of coal, has a more flexible
dispatch, and hasalower capitalrecovery
component to the cost. While gas pricing
onthe spot market was volatileacross the
2022 ontheback of Europe’'s pivot away

fromRussiangas, ithaslargely recovered
towardslongertermnorms, andis unlikely
topreventlongerterminvestment. The
recentinclusionof gasinthe European
Union's greentaxonomy supports this
position of gas havingapivotalroleas
asustainable fuel sourceinthe energy
transition.

Actisand the Energy Transition

Howdowe ensureinvestmentsinto
non-renewable power generationare well
alignedwithaNet Zero pathway? We have
developedanin-house Transition Tool with
consultants SYSTEMIQ, thatisrunas part
of our duediligence process. Itassesses
climate transitionrisk by analysing therole
ofanindividualassetinthelocalmarket
inrelationto national climate transition
and decarbonisation plans. Itidentifies
assetsas “green” (Paris/Net Zeroaligned),
“misaligned” (where Actis will notinvest)
orsomewhereinbetween which we call
“Smart Olive".

Applyingthe Transitiontooltothe seed
asset of our Bridgin Power platformin
Bangladesh enabled aninformed view prior
toinvestment, andfedinto the transition
alignment strategyimplemented duringour
ownership.

“HOW DO WE ENSURE
INVESTMENTS INTO
NON-RENEWABLE POWER
GENERATION ARE

WELL ALIGNED WITH A
NET ZERO PATHWAY? WE
HAVE DEVELOPED AN
IN-HOUSE TRANSITION
TOOL WITH CONSULTANTS
SYSTEMIQ, THAT IS RUN
AS PART OF OUR DUE
DILIGENCE PROCESS.”
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“FOR MANY COUNTRIES,
ROLLING OUT
RENEWABLES AT THE
PACE REQUIRED TO MEET
DEMAND AND REDUCE
CARBON EMISSIONS,
WHILE MAINTAINING
GRID STABILITY,

AND AT A TIME OF
TIGHTENING LIQUIDITY
IS UNAFFORDABLE.

NEW SOLUTIONS

ARE REQUIRED TO
REDUCE THE COSTS

AND BARRIERS TO
DECARBONISATION.”

Actisalso continuestoleverageits
deepindustrialinsight to ensure that
capital allocationis efficiently targeted
to defensive positions with intrinsic
upside associated with operational
improvementsand/orregulatory
changes. Actis’ trackrecordindelivering
operationalimprovements with the
likes of Al based predictive maintenance
(EchoEnergia) and drone based equipment
surveys (Atlas, Pelicano, Sprng &
EchoEnergia) while also positioned to
captureregulatory upside, with thelikes
of Sprng successfully marketing carbon
credits,demonstratingthe value that
canbe gained from such forwardlooking
strategies. The true valuehoweverislikely
topresentitselfmoving forward, inthe
form of risk mitigationtoanevermore
volatile macro-economicandregulatory
environment.


https://www.act.is/media-centre/insights/road-to-smart-olive/
https://www.act.is/the-street-view/article/measuring-transition-the-actis-tool/

TRANSMISSION
BOTTLENECKS AND
DAILY RENEWABLES
INTERMITTENCY

Demand Side Management / Energy as a Service: Therise of bigdata, and
anincreasingly digitised consumption base provides the opportunity for
efficiencyimprovements and demand shifting to better utilise transmission
infrastructure. To date, this has been designed to deal withinstantaneous,
rather than periodic capacity peaks. Interestingadvancesin newbusiness
models with “energy asaservice" provide apathto spreadthe peak overlonger
durations, inturnreducing the capacity needed.

Batteries: Batteries are wellknown for providingload shifting services, but
lessadvertisedis the benefit that they can offerinterms of maximising the
utilisation of transmission assets. They achieve this by “shaving the peaks”

of generation, which come with the likes of solar. Transmission costs can
therefore be amortised over more energy. Batteries are currently very
competitive, howeverinmostinstancesthisis overarelatively short duration
(i.e.<4hrs).

SEASONAL RENEWABLES
INTERMITTENCY

LARGE INCUMBENT COAL
FLEET

H2 and Ammonia: The much-reportedhydrogenstoryisfirstly settobe

one aboutdisplacement of ‘grey’ hydrogen (which uses carbonintensive
production techniques), and use in hard-to-abate sectors (e.g. steel
production, fertiliser). However, it offers aninteresting potential in firing either
gas or coal assets. Initial uses of excess or expansion capacity from hydrogen
infrastructure could also be monetised directly inthe thermal fleet, initially
usedasa "blendfuel” toreduce carbonintensity, but eventually as a total
replacement, much as gasreplaced coalinthe US market (noting this is likely to
be only for seasonal peaking considering high associated cost).

LACK OF LAND
AVAILABILITY

Source: Actis
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Landavailability forrenewables developmentin Asiaremains low, and insome
areas has already slowed deployment. Various options associated with semi-
transparent solar, high frame solar, and floating solar offer an option for mixed
land use. This allows access to high energy yield areas whilst not displacing
localland use, which canbe costly both economically and socially.

To this end, optimising the currentasset baseinterms of both carbon
intensity and cost willalso have an outsized payback. Theincreasing use of
drone based equipment and surveys (for methane detection and wind turbine
blade surveys), and the use of Al analytics offer compelling paths forward to
optimise.



Actis portfoliocompany,
Bridgin Power, South East Asia
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GUEST VIEW:

JAPAN UNLOCKS ASIAN TRANSITION

YUKARI NIWA YAMASHITA

Managing Director, Institute of Energy Economics, Japan

JapanisseekingaleadingroleinAsia’'s
pathtoenergy transitionandinhelping
theregionachieve more secure energy
supplies. Thisinvolvementisimportant
andbased onthe view that what happens
in Asiawill be critical to the successor
otherwise of the global push towards
carbon neutrality. Theregionis home

to 55% ofthe world’'s populationandits
demographics and development path
place many of its countriesontrackto
becomeleading economic powerhouses.

Fundedby governmentbodies, suchas the
Japanese Ministry of Economy Trade and
Industry (METI), and by energy producing
and consuming companies, the Institute
of Energy Economics of Japan (IEEJ),
isuniquely well placed to support the
Japanese effortsto collaborate onenergy
policy andinitiatives across Asia. As such,
the Japaneseleadershipincreatingthe
Asian Zero Emission Community (AZEC)
iswelcome. Thisinitiative, launched by
Japan'’s prime minister Fumio Kishida,
promotes the objective of reducing
greenhouse gas emissionsin Asiawhile
supporting sound economic growthfor
theregion. Welook forward to seeingthe
outcomes of discussions between Asian
ministersatthe AZEC meetinginearly
March 2023. Tokyowas also thelocation
forthelaunch of the GX Week, anannual
series of international conferences focused
ongreentransformationledby METI. The
latest set of conferencestookplacein
October2022.Importantly, Japanwilluse
its G7 presidency this year to emphasise
Asia' prioritiesintheir transition efforts
towards decarbonisationand ensuring
energy security.

“JAPAN IS ONE OF

THE MOST ADVANCED
COUNTRIES IN THE
DEVELOPMENT OF
HYDROGEN POWER
TECHNOLOGY, BEING
ALMOST THE ONLY
COUNTRY IN THE WORLD
TO HAVE KEPT THIS
OPTION OPEN FOR THE
PAST THREE DECADES.
AS A RESULT, HYDROGEN
IS AN IMPORTANT
PART OF ITS ENERGY
TRANSITION PLANS.”

Different transition paths

Many different transition pathsare
necessary because each country hasunique
national circumstances. Forinstance,
thereare often some misperceptions

about the extent of Asia’'s commitmentsto
decarbonise. Thefactisthatthereare some
significant differencesin the availability of
renewable energy between Europe (which

is pushingforafaster transition) and Asia’s
potentialtodo sothatis oftennotwell
understood.

The potential, for solar power,ismore
limitedin Asiathanin Europe because of
higherrainfall. Unlike Europe, whichcan
connecttothe North African market, where
solarirradianceis high, itis challenging
tointer-connect Asian markets. Thisis
aparticularissue where populations are
denseandlimiting the availableland space
orwheretheyare scatteredacrosslarge
areas, suchas the thousands ofislands
that make up Indonesia. Wind potentialis
alsoinsufficient orunstablein many parts
of Asia, where weather patterns suchas
typhoonsdisrupt supply.

Furthermore, many of the existing coal-
firedfleets have only recently beenbuilt,
which makes the phase-out of these plants

20 TheStreetView | GUEST VIEW: JAPAN UNLOCKS ASTAN TRANSITION

uneconomic. Asthereareno pipelines
totransportnaturalgasasanalternative
fuelto coal, Asiamustimport LNG. While
we view LNG as avital transitionalenergy
resource, it presents energy securityissues
for Asia. Theseissues haveincreased

as prices haverisen over the pastyear.
It'sworth notingthat because of recent
decarbonisationmovementinupstream
developments, there may not be sufficient
natural gasresources developed globally
toreplaceallthe coal capacity, evenif Asia
weretophase outor shelve planned coal
plants.

Theroleofnuclear

Allthismeans that we must consider
allsources of energy and ways of
decarbonising our economies to design
each country’s portfolio. Thisincludes
nuclear power. In Japan, the Fukushima
accidentin 2011 forcedreactors to stop
andtheir safety tobere-examinedto

meet anew safety standard beforere-
starting operations. Moreover, nuclear still
face publicopposition because of safety
concerns. Thegovernment hasrecently
announcedplanstoaccelerate therestart
ofreactors, extend thelife of existing plants
andbuildnewonesasitsetsouttoreach
a20%-22% target for nuclear power by
2030thengoforwardtoachieve carbon
neutrality targetby 2050. Technologies
suchaslight waterandhightemperature
reactorsaswellas smallmodularreactors
arelikely tobe considered for new projects.

“CAPITAL WILL

CLEARLY BE NEEDED TO
SUPPORT A NEW AND
UPGRADED TRANSMISSION
INFRASTRUCTURE TO
MEET AN INCREASING
DEMAND WITH NEW
RENEWABLE PROJECTS
AND EXPANDED
CAPACITY.”



Hydrogen’s potential

Japanis one of the mostadvanced
countriesinthe development of hydrogen
power technology, beingalmosttheonly
countryinthe world to have kept this
optionopenforthe pastthree decades. As
aresult, hydrogenisanimportant part of
itsenergy transition plans, withambitions
toestablishaninternationalhydrogen
supply chainto cut production costs. This
willrequire working with the Middle East,
Australiaand North America, wherelarge
quantities of hydrogen couldbe produced
usingfossil fuelsand where the prospects
for blue hydrogen seem promisingbecause
oftheregions’' carbon sequestration
capabilities. While we are stillawaiting
clarity around what the threshold for “blue”
classification willbe and how well carbon can
be sequestered, we see carbon captureas
playinganimportantroleindecarbonising
the hydrogen production process. Efforts
are alsounderway to findideal carbon
capturesitesinJapan, whileinlndonesia
and Malaysia, projects todemonstrate the
technology are already underway, witha
new offshore project, off the Malaysian
coastline, settobecome operationalin
2025.

“ASTAN COUNTRIES
MUST RESPOND TO THE
UNIQUE CONDITIONS
THEY EACH FACE AND
KEEP ALL OPTIONS OPEN
TO MAINTAIN SECURITY
OF SUPPLY AND MEET
RISING DEMAND.”

Building technological solutions

There are other mitigation options.
Ammonia, while an expensive substance,
may present alow-cost solutionrelative

to coalfleet closures—itcanbeadded
tofuel at adapted coal-fired plants and
reduce carbondioxidelevels tothe same

as those emitted by natural gas plants.

The otherbenefits of ammoniaare that we
already have the know-how to controlits
toxicity and thereis already amarket for
the substanceasaningredient for fertiliser,
thus creatingamarket for fuelammoniacan
be donebased onsuchexperiences.

“THE REGION IS
HOME TO MORE THAN
HALF OF THE WORLD’S
POPULATION (55%) AND
ITS DEMOGRAPHICS
AND DEVELOPMENT
PATH PLACE MANY OF
ITS COUNTRIES ON
TRACK TO BECOME
LEADING ECONOMIC
POWERHOUSES."”

New technologieswillalso come online
inthe future. Japanese carmakers, for
example, areinvestinginareas suchas
solid-state batteries that could achieve
greater energy density thantoday’s lithium-
ionbatteriesandbefastertocharge. These
electric vehicles could serve as energy
storagetobeusedbyhouseholdersthrough
vehicle-to-grid processes. Researchers

at Tokyo University and a Japanese oil
company are also making headway on
developingartificialphotosynthesis—this
hasthe potential to be ahighly efficientand
cost-effective way of producing hydrogen.
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Areasforinvestment

Theneedforenergy decarbonisation
andtheriseindemandfor poweracross
Asiapresentsignificantinvestment
opportunity. Capital willclearly be
neededto supportanewandupgraded
transmissioninfrastructure tomeetan
increasingdemand withnewrenewable
projects and expanded capacity. Energy
efficiency measures and optimising existing
assetsisanother key area—forexample by
connecting small-scale solar projectsto
create virtual power plants and by reducing
the carbon emissions of coal-firedand gas
plants.

Deployed carefully, thisinvestment can
also ensureajust transitionfor Asian
populations, particularly as many countries
intheregionare emergingeconomies
thatrely ondevelopmentto solve social
problems. Evenin more developed
economies, suchas Japan, new energy
systems canimprove thelives of its people.
Anancillary social benefit of creating closed
energy systemsinrural communities would
be tobringback populationsand economic
activity. The pandemichastaughtusthat
many people canworkremotely, and this
insightisallowingadult childrentoreturn
toareas wheretheir parentslive torebuild
vibrant, ruralcommunities.

As Asia'sroleinthe globaleconomy
continues to strengthen,itsenergy
needs will only grow. Theregionis making
rapid progressinthe move towards
decarbonisingits power sources, but

the growing countries oftheregionalso
needto address the decarbonisation
challengeinthe non-power sectors, such
as manufacturingand transport. Asian
countries mustrespondto theunique
conditions they eachfaceandkeepall
options opento maintain security of
supply and meetrisingdemand. We

will continue to work with our Institute
members toincrease collaboration
between nations and supportingenuity
andinnovation tohelp smooththe paths
for Asia’s energy transition journey.

FormoreinformationonIEEJ’s thinking
andresearchonglobaland Asian energy
trends, please see https://eneken.ieej.

or.jp/data/8122.pdf
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Astheworld’'s thirdlargest economy and
fifthlargest energy market—-three times
largerthanthe UKand four times thessize
of Australia—-Japan offers significant
opportunities for experiencedinvestors.
That'strueoverthe short, medium
andlongtermasthe country’sstable
government has set out anambitious
roadmap to tackle climate change while
alsohelping tobolster energy security
forthenation-in2021 it wastheworld’s
secondlargestimporter of LNG and third-
largestimporter of coal.

Withacommitmenttoreduce greenhouse
gas emissions by 46% from 2013 levels

by 2030, andits Net Zero by 2050 pledge,
Japanrecentlyreviseditstarget forenergy
fromrenewable sourcesinits power mix
tobetween 36% and 38% by 2030 (up from
22%t0 24%).

The energy mix

Renewable capacityis settocomefroma
variety of technologies, including rooftop,
floatingand utility-scale solar, where the
targetisforanadditional 50GW of capacity
by 2030, and onshore wind, where the
targetisfor 19GW. Alittle furtherout,
offshore wind (including the potential for
floating offshore wind, given that the seas
around Japanare deep)isalsoapromising
areaforinvestment, wheretheaimisto
have between ~31GW and 45GW of capacity
by 2040. Itis generally viewed that these
targetsarealittleambitious but thereis still
roomto expand quickly because ofthefact
that, by theend of 2021, Japan hadinstalled
74GW of solar capacity, havingmade great
strides overthe pasttenyears.

Energy transition willrequire the
construction of new gas-fired power
plantsaswellasinvestmentsinenergy
efficiency. The country willneedinvestment
inthe grid, whichis a current constraint
onnew solarand wind projects, while the
development of batteries and storage
willhelp mitigate intermittencyissues.

Japanalsoseeslongerterm potentialin
developinghydrogen,ammoniaand carbon
capture. Finally,itisaimingtoincrease
nuclear production. Thereismuchmore
focus onthis given high fuel prices, although
thiswillneed to be carefully managed given
public sensitivities followingthe 2011
Fukushimadisaster.

The4Ds

These shiftsaredrivenby “4D".Under
Deregulation, the power market has
undergone far-reachingreforms, moving
fromaregulatedintegrated utilities
model to embrace the unbundling of
power generationand transmission
anddistribution, while Decentralisation

is seeingapushformorepowertobe
generatedlocally. Digitalisation, as
elsewhere, istransformingbusiness,
connectivityanddatausage, and
Decarbonisationisdrivingthe move
torenewablesand putting pressure on
corporates touse cleanenergy sources for
allactivities, but especially for high energy
manufacturing, suchasauto production.

Recent changesto the pricingregime, which
saw feed-intariffsreplaced by anew feed-in
premium, are driving demand for corporate
PPAs and we see significant opportunity

for development here. These willlead
toinstallations of rooftop solarinsome
instances, but we believe most willresult
inutility-scale projects. As experienced
investorsin other nascent PPAmarkets,

we have the expertise andrelationships
neededto securetherightcontractsand
webelieve we havearoletoplayinproviding
access for smallerrenewable energy
providerstolarger corporatesonattractive
terms.

Our strategyin Japanreflectsthe way we
workinother markets.Inrenewables, we
are seekingtoinvestinsmaller platforms
with the aim of building scale through
bothtargetedacquisitionsand organic
growth. Highdemand from corporates
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forgreenenergy willbe a particular focus
for expansion, since supplyis currently
limiteddue toland and grid constraints,
makinglarge scale onshorerenewables
deploymentin Japandifficult. We canapply
our experience of structuringandbuilding
new projects tofill this gap and help shape
themarketasitdevelops.

Some ofthese opportunities may stem
from optimising existing projects that
would benefit from operating expertise and
acapacity toimprove efficiency, investin
upgrades, putin place appropriate funding,
and build scale among smaller, fragmented
players. The marketalso hasanumber of
approvedprojectsthat have stalledandwe
canaddsignificant value by investing to take
these developments forward to completion
andoperation.

“WITH A COMMITMENT TO
REDUCE GREENHOUSE GAS
EMISSIONS BY 46% FROM
2013 LEVELS BY 2030,
AND ITS NET ZERO BY
2050 PLEDGE, JAPAN
RECENTLY REVISED ITS
TARGET FOR ENERGY
FROM RENEWABLE
SOURCES IN ITS POWER
MIX TO BETWEEN 36%
AND 38% BY 2030."

Otherswillbe new projects. Japan benefits
fromlow-cost finance and highliquidity
amongthe nation’slarge pension funds
andinsurance companies. However, much
ofthis capitalhasarisk/return profile
whichisbetter suited to operational
assets, withless willingnesstotakeon
development or constructionrisks. With
many of the more straightforward projects
havingalready been completed, and with
tariffsreducingcomparedto theinitial


https://protect-eu.mimecast.com/s/f0SoCyXXGh7NXP1cMie1u

years of feed-intariffs, Japan willneed
experiencedbuildersand operatorsable
tomeet more challengingbriefsifitisto
meetitsdecarbonisationgoals. We can
provide much needed capital, onthe ground
presence combined with globalreach, and
knowledge of different pricingmodels to
build greenfield projects and create energy
businesses that willbe highly attractive to
investors at exit.

“ACTIS PLANS TO
INVEST US$500 MILLION
IN JAPAN OVER THE
COMING FEW YEARS,
WITH AN INITIAL FOCUS
ON ONSHORE WIND AND
SOLAR."”

We are excitedabout theinvestment
potentialinthe Japanese energy market.
Actis planstoinvest US$500 millionin
Japanoverthe comingfewyears, withan
initialfocus on onshore windand solar.

Thereisasignificantre-ratingopportunity
available by de-risking projects through
developmentand construction, and this
combined with our ability to scale up
businesses, acquire underperforming
operational assets and portfolios and make
operationalimprovements, anddeliver
value through our global procurement
capability, willenable us to achieve
attractivereturns forourinvestors.

Wearealsokeento supportgovernment
decarbonisation and energy transition
policy throughinvestmentin offshore
wind, new gas-fired plants, battery
storageand grid stabilisation. Abright
future beckons forrenewable energy
projectsin Japan.
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TRANSITIONING VIETNAM
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With afast-expandingdomestic
market, favourable demographics and
agrowingreputationasanexport-

led manufacturing base, Vietnamhas
ambitionstobecome one of Asia’s major 100%
economic powerhouses. GDP growth

last year of 8% madeit one of the world’s

fastest growing economies evenagainst
abackdrop of heightened geopolitical

tensionsand monetary policy tightening

inmany key markets.

Yetasthe nationgearsupforfurther 80%
growth, Vietnam faces massive
requirements for new electricity. Itis
estimatedthat power demand grew by 6%
in2022, and the country willneed toadd
between 70GW and 80GW of new capacity
by 2030, meaningthatinjusteightyears,
Vietnamwillneed tobuild the equivalent
ofthe entire power generationfleetit
hastoday. The magnitude of this taskis
representedin Exhibit 1.

60%

“WE ARE WORKING

CLOSELY WITH OUR
INVESTMENT TEAMS IN 40%
OTHER SECTORS, SUCH

AS INDUSTRIAL REAL

ESTATE, WHERE WE

CAN NOT ONLY CREATE
ADDITIONAL VALUE BUT

ALSO HELP ACCELERATE 20%
VIETNAM’S CLEAN

ENERGY TRANSITION.

LEVANTA RENEWABLES,

FOR INSTANCE, AIMS TO
SUPPLY GREEN POWER TO
ACTIS REAL ESTATE'S 0%
EXISTING INDUSTRIAL

78GW

2022

2022

2.1x

2030

@ WATCH VIDEQ

EXHIBIT 1: VIETNAM'S ENERGY TRANSITION

156GW
by 2030

445GW NET ZERO

2.8x by 2045 by 2050

By 2050, most coal
and gas-fired plants
converted to
ammonia- and
hydrogen-fired

2045

PARKS" I Hydropower B Coal & AmmoniaConv 1 Gas & Hydrogen Conv
Wind (On-/Near-shore) 1 Wind (Offshore)

I Solar 1 Others(import, WtE, biomass etc.)

Source: Draft PDP8 as of Dec’'22, as summarised by Baker McKenzie
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Both governmentandthe private sector
bearahugeresponsibility in developing
andimplementingasustainable and cost-
effective energy policy. Vietnam must
strike a careful balance: achieve growth
andenergy security atthe sametimeas
decarbonisingthe entire energy system,
givenithas committedtoNet Zeroby 2050.

This willbe challenging, but there are
encouraging developments. Already ahead
ofits South East Asianeighboursinterms
ofinstalledrenewable energy capacity,
Vietnam’'s governmentis about toapprove
the country’'smostambitious power
development master planto date, knownas
PDP 8. Thisincludesthe goal of generating
about 60% of its energy fromrenewable
sources by 2045, notincluding converting
its existing fleetto hydrogenand ammonia.
Theplanexploits Vietham's geographical
advantages, suchasitslongcoastline
thatis well suited to offshore wind power
generationandits goodsolarresources.

Vietnam’'s ambitious energy goals, which
willrequire an estimated US$128 billion
ofinvestment this decade alone, present
attractive opportunities thatalign

with Actis’ focus on sustainabilityanda
justtransition.We areinvestinginthe
development of Vietnam's power sector
inline with government policy and based
onthethesisthatitneedsadiversified
generation mix thatleveragesthe country’s
domesticenergyresources. Thisincludes
significant potential for wind and solar
power, while cleanthermal energy through
gasprojectswillalso be essential to provide
adequatebaseload generationandallow
equitable energy access to power the
country's fast-growing economy.
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InVietnam, we are focused onrenewable
energy sources, suchas onshore/offshore
windand solar, as well as efficient LNG-
fired plants that canbe convertedto

use hydrogenat alaterdate. One of our
flagship platformsin South East Asia,
Levanta Renewables, is developingastrong
wind project pipelinelocatedin Vietham,
andis currently reviewing several M&A
opportunities toacquire operating grid-
connectedassetsinthecountry. Levanta
Renewablesis alsoworking towards
developingaportfolio of projects providing
green power tocommercialandindustrial
consumersin Vietnam. Another of Actis’
platformsin South East Asia, Bridgin Power,
is fully focused on gas power;andin Vietnam
Bridgin Power is partneringwith strategic
investorstobuildlarge-scale baseload

gas power projects. Inaddition, weare
evaluatinginvestment opportunitiesinthe
high growth offshore wind sectorin country
too.

The scale and speed of transitionand
energydemandgrowthinVietnam
requires ajoined-up approach. Weare
working closely with ourinvestment
teamsinothersectors, suchasindustrial
realestate, where we cannotonly create
additional value but also help accelerate
Vietnam'’s clean energy transition. Levanta
Renewables, forinstance, aims to supply
greenpower to Actis Real Estate’s existing
industrial parksinvestmentsand to future
projects, suchasthose plannedinthe
power-hungry data centre segment.

With aglobalfootprintandlongexperience
ofinvestingin other emergingmarkets’
energy transition, weare committed to
helping the Vietnamese government by
sharingknowledge andlessons we have
learned from other geographies. Having
investedinmarkets such asIndia, Brazil,
Mexico, Chile, Egyptand South Africa, we
understandwhatittakestosmooththe
energy transitionjourneyandare holding
workshopswith avariety of stakeholders,
including energy regulators and major
banks.

This experience meanswe are wellversed
intherisks and barriersthat canhold up

the energytransitionprocess.InVietnam,
theseincludealack of capacity among
localbanking and capital markets to
finance projects, the bankability of project
structuresand PPAs andthe build-out of
transmissioninfrastructure. Vietnam faces
challengesinfinancinglong-termgrowth,
given the majority of its domestic deposits
are of three months orless duration
anditremainsresistant tofollowingthe
external portfolio finance route that has
causedissues elsewhere since 1997. Other
issuesinclude the needtoacquirelandfor
projects, potential decision-making delays
andthe extenttowhichrenewableand LNG
power willbe affordable.

Yet despite these potential barriers, Actis
has “seen this movie before” inother
markets andis well positioned to mitigate
thesechallenges by supportinginnovative
financing tools suchas Development
FinanceInstitutionsand Export Credit
Agency (DFI/ECA)financings; commercial
USD financing onthe back of localbank
guarantee structures andturnkey
contracting structures. Wealso prioritise
community engagementinitiatives to
mitigate developmentand construction
risksand to share best practices from other
markets with government stakeholders.
Actis professionals, who hail from Vietnam
itself, understandthelocalnuancesandare
ableto supportourrespective portfolio
companies.

Allthis provides us with a clear view of
what the country willneed to achieve

its energy transition goals, where the
opportunity lies for Actisand how we
should continue to build onourlicence to
operate with all stakeholdersincluding
through job creationand community
supportinitiatives. In conjunction, we
believe our deep experienceinthe energy
sector spanning morethan 120 power
projects, withatotalinstalled capacity
of c.31GWand with the trackrecord

of opening severalnew marketsand
delivering pioneering and path breaking
energy transitionprojectsinthese
markets positions us wellto help Vietham
inits energy transition journey.
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CEO, LevantaRenewables

Energy Infrastructure, Actis, Singapore

ragrawal@act.is

Rahul:

Sudhir: LevantaRenewablesisa
utility-scale energy developerand
independent power producer based

inDaNang, a coastal city in central Vietnam.
Our founding team has over 30 years of wind
industry experience with a successful track
record of developinga pipeline of 2GW of
renewable powerinIndia. In partnership
with Actis, weaimto playacriticalrolein
energy transition by helping South East
Asian countries move towardsamore
sustainable energy system and meet their
NetZero goals.

We currently have 300MW of onshore wind
power projectsinadvanced development
inVietnamandour planisto createa
1.5GW renewable power platforminthe
region. Thiswillalsoinclude solar parks and
contracts withcommercialandindustrial
off-takers throughout South East Asia,
tappinginto growingdemand for clean
sources of energy fromindustrialand IT
parks we seein Vietnamand beyond.

Rahul:

Sudhir: We play avitalrolein helping
countries develop theirenergy
infrastructureintheface ofrrising

demand. Alongside Actis, we planto hold
workshopswiththe Vietnamese
governmentandare activelyinvolvedin
industry bodies, sharing experience of
developing energy systemsinother
markets and finding ways of unblocking
potential challenges toimplementing
policiesandbuildingrenewable energy
markets. We are supplementing public
resources with private capitalto ensure that
people have accessto cleanand affordable
electricity.

The Ukraine conflicthas also given our work
anewpurposeasweare helping countries
tapintotheirindigenous sources of energy
sotheirelectricity supply remainsin their
handsratherthanthose of aforeign power.

Rahul:

Sudhir: Our core purposeis creating
sustainable energy systems, and so
we emphasise sustainability across

allouractivities. Thatincludes detailed
environmentaland socialimpact
assessments forall our prospective
projects—wedonotwanttoendanger
valuable and biodiverse habitats or thelives
orlivelihoods of local communities. We are
also seeking to develop skillsamonglocal
communities to provide employment
opportunitiesinwhat are oftenremote
locations, while we arelooking at partnering
withlocaluniversities for training. Further,
we are proud that our foundingteam
consists ofadiverse group of people from
different countries and ethnicities and with
agoodgenderbalance, amix that we will
continue to foster through our recruitment
practices.

Rahul:

Sudhir: Actis was anatural partner
forus because we share the same
valuesandbeliefs. Thefirmhasa

strong convictionandtrackrecord of
driving sustainableinvestments and taking
action towards a carbon-free world. Actis
has provided much more than financial
supportandwe are tappingintothefirm’s
deep expertiseindeveloping, constructing
andoperatingrenewable energy projects,
aswellasintoits networks, whichare
assistingusin originatingandacquiring
assetsfromothersintheindustryto create
abusiness of scale.
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BRIAN CHINAPPI

Partner,Head of Real Estate, Actis, HongKong

bchinappi®act.is

Actis’ approachtoreal estateinvestment
centres ondevelopingandrepositioning
assets that enable the new economy. For
Actis, the “"new economy” refers to
segments of the economy where growthis
drivenby several globalthemes:
digitalisation -innovationand the
adoption of new technology, climate
transitionand the needtodecarbonise the
built environment, supply chain
transformationdriven by diversifying
manufacturinglocationsand changing
consumer preferences, and theincreased
importance of healthand wellbeing arising
from growing middle classes, ageing
populations andlonger life expectancy.

Thematic Opportunity

These globalthemes are welldocumented
andarecommontomarketsaroundthe
world, both developed and developing.
However, whatis unique about the markets
where Actisis focused—notably in Asia
—isthatthesethemesaremore strongly
underpinnedby a series of secular trends.

Actis hasidentified four seculartrends
in particular - whichwerefertoas “the
fourDs":

DEMOGRAPHIC SHIFTS

Urbanisation, middle class growth and,
moreimportantly, the densification of
wealthincities.

DIGITAL DISRUPTION

Boththe positive and negativeimpacts of
digitalisation onthe use ofand needforreal
estate.

DEFICIENT SUPPLY

Shortage of stock, obsolescence of stock
and/oramismatchbetweenendusers’
needs and affordability.

DEMAND FOR YIELD

Frominstitutionalinvestors, increasingly
domesticones, who are seeking stable,
long-termcash flows fromreal estate
assets.

Collectively, theseregional seculartrends
are accentuating the globalthemesin

our markets. This providesinvestment
opportunities within new economy real
estatethataremorerobust, moreresilient
and more scalablein much of Asia.

Theintersection ofthese globalthemesand
regional secular trends directs our focus
tofourmainproperty sectors:logistics
andindustrial, new generation offices
(tailored towards affordability and the high
sustainability criteriawhich are attractive
tonew economy tenants), Lifesciences, and
datacentres.

How thisworksinpracticeisbest
demonstrated through opportunities
whereweare currentlyinvesting. One
exampleis datacentres where, globally,
demandis beingdrivenby digitalisation,
innovationand the adoption of new
technology. InAsia, thisdemandis
further enhanced by all four of the secular
demandtrends. Demographic shifts
anddigitaldisruptionintheregionare
leadingtoasurgein mobile connectivity,
withdigital contentand enterprises
movingto the cloud. Thereisasignificant
shortage of supply - there are simply not
enoughdatacentres ofthe necessary
scale, specification and sustainability
requirements tomeet thisincreased

FUTURE
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demand. Asaresult, the datacentres we
buildare ableto generate theresilientand
long-termincome desired by institutional
investors.

Another exampleis our Lifesciences
platforminindiawhichis supported by
three of the global themes: digitalisation
andtheincreasedimportance onhealth
andwellbeingaredrivingthe enduser
demand for facillities and supply chain
transformation meansIndiacanharness
offshoringand outsourcing of Lifescience
operations from other countries. Several of
the secular trends further enhance these
themes—most significantly deficient supply
anddemandforyield. At present, there

are insufficient facilities for Lifesciences
operationstoexpandwithinIndia. The
sectorhastraditionally been owner-
occupied, butthe growth prospectsare now
making this bothinefficientandunviable.
Oncedeveloped, thelong-termincome
thesefacilities can generateis attractive to
yield-seekinginstitutionalinvestors.

Building Sustainably

Our commitment to sustainability is
embeddedineveryinvestmentwe

make —whetheritbedatacentresin
Korea, LifesciencesinIndia, orany ofour
new economy real estateinvestments

EXHIBIT 1: ANNUAL GLOBAL CO, EMISSIONS
Thebuilt environment generates 40% of annual global CO, emissions

Other

Transport

Other
Industry

Ofthose total emissions, building
operationsareresponsiblefor27%
annually, while buildingandinfrastructure
materials and construction (typically
referredtoasembodied carbon)are
responsible for anadditional 13% annually

Building Operations
27% (9.9GT)

Building Construction Industry
6% (2.3GT)

Other Construction Industry
7% (2.4GT)

Source: @Architecture 2030. All Rights Reserved. Data Source: IEA (2022), Buildings, IEA, Paris
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globally. At Actis, sustainabilityisnota
check-the-box exercise, butis grounded
inthe fundamentalbeliefthatreal estate
mustbe sustainable to attract demand
and generateincomeoverthelongterm
and thereby maximise and maintainits
value. As our corporate strapline holds:
‘Values Drive Value'.

Atthe outset ofanyinvestment
opportunity, we conductacomprehensive
sustainability review to determine what
initiatives are necessary to achieve market
requirements, end-userrequirementsand
Actis’ ownambitions. Thisreview considers
bothshortandlongtermimplications of
each ofthe proposedinitiatives, including
the extenttowhichaninitiativeis permitted
inamarketand/or requiresusto push new
boundaries withlocalregulatorsand/or
contractors. Forexample, inKorea, our
experience has taughtus that deploying
more meaningful /renewable power, novel
solarfacades or the use of green concrete
willrequire further education of both the
buildingregulatorsand contractors.Inlndia,
we already have the ability towheel power
throughthegridas the key to delivering
cleanenergytourbandevelopments.

This provides the opportunity to deliver
Net Zeroaligned developmentsand

we anticipate that otherregulatorsand
utilities will follow suit across our markets.
The variability inpace and approachto
sustainability across our markets placesa
premiumondeeplocal market expertise.

“THERE ARE SIMPLY NOT
ENOUGH DATA CENTRES
OF THE NECESSARY
SCALE, SPECIFICATION
AND SUSTAINABILITY
REQUIREMENTS TO MEET
INCREASED DEMAND.

AS A RESULT, THE

DATA CENTRES WE
BUILD ON TIME AND
WITHIN BUDGET- ARE
ABLE TO GENERATE THE
RESILIENT AND LONG-
TERM INCOME DESIRED
BY INSTITUTIONAL
INVESTORS."”

Wetargetagreenbuildingratingforall
ourdevelopments. We alsolook for ways
toreduce, tothegreatest extentwecan,
theembedded carboninthebuilding
process. We closely examine the design
of our projects, material selection,and
material procurement, usinglocal suppliers
where possible. We also assess the extent
towhich each of ourassets supportsthe
globaldrivetoNet Zero carbon emissions,
through designingfor thereduction of
power usage, operatinginaccordance
with suchdesign, and, where possible,
usingrenewable energy. Actis' Energy
team’s deep experienceinrenewable
power developmentisagreatbenefitas
in-house advisors to our Real Estate team.
We take great care to examine thelong-
termresilience ofalocationandanasset;
abuildingcannot be truly sustainableifit
isnotresilientoveralongperiod oftime.
Inaddition, when buildingan operating
platformwe systemitise our sustainability
initiatives, we establishinternational
standards of practice around healthand
safety, we focus oninclusion, diversity
androbust governance. Asaway of giving
back to the communitiesin whichwe
operate, we also strive toimplement skills
trainingprogrammesrelatedto either the
constructionoroperationof ourassets.

Development

A commitment to sustainability
isvitaltobeingconsidereda
partnerto Governmentandlocal
communitiesinhelpingthem
achieve their own sustainability
targets, particularly during the
development processbutalso
duringongoingoperations.

Operations

Only sustainable buildings

can provideviable corporate
solutions. Mostbusinesses have
their own sustainability and/or
Net Zerotargetsandrequirethat
any buildings they occupy meet
rigorous sustainability standards.

@ Exit
& A successful exitdepends on

abuyerknowingthattheyare
acquiringasustainablelong-term,
income-producingasset.
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Risks and Rewards

Astheoldadage goes, investingis not
withoutrisk. Currently, the key risks we
face are supply/demand mismatch for the
productswe build, protracted development
timeframes, costinflationand geopolitics.
Interestingly, theserisks have not changed
materially pre/post COVID-19, although
clearlythereis greaterinfluence of
geopoliticsandinflationismore prevalent.

“THE NEED FOR A

MORE SUSTAINABLE
BUILT ENVIRONMENT

IS NOT GOING AWAY.
ACHIEVING A NET ZERO
WORLD IS IMPOSSIBLE
WITHOUT POSITIVE
CONTRIBUTIONS FROM
REAL ESTATE, WHICH IS
RESPONSIBLE FOR C.40%
OF GLOBAL CARBON
EMISSIONS.”

Foryears, we have evaluated each
investment opportunity through four
lenses—market, product, operating
partner/managementteam, and structure.
Our experience has proventhat the best
way tomanagerisk throughthe cycle
isanear pedantic prioritisation of the
firstthree. Getting structurerightis
importantbutit willnever compensate for
aweak market, inappropriate productor
misaligned operating partner -and Western
markets are currently demonstratingthe
impactthatanover-reliance onhigher
leverage canhave oninvestment outcomes.
More specifically, we manage the risk of
supply/demandimbalance throughadeep
understanding of end user requirements,
affordability and micro-market analysis.
Developmenttimeframesare best
controlled throughyears ofin-market
experience and operating partner strength.
Costinflationis best managedthrough
intense value engineeringandafocuson
local procurement. Finally, geopolitics -
representingbothariskandanopportunity
dependingonthe market, are best managed
throughtargetingbothlocalenduserand
exitdemand.



Actis’' focus onthe fastest growing markets
ofthe world and ability to manage the

risks therein, coupled with our approach
tosustainability asavaluedriver,isakey
reasoninvestorslooktoustogenerate
returns. The combination of ourin-house
expertise and the know-how of ourlocal
partnershipswith strategicpartnersaround
theworldis fundamentalwhenitcomes
todrivingreturns. The ability to execute
locally withbest-in-classteamsis key to
beingable to pursue athematicand secular
demand-based approachtoinvestmenton
the ground. Ourbuilder-operator mindset
isafurther differentiatoras the world
moves away fromareal estate investment
environmentdriven by thelow cost of
debttooneinwhichthe fundamentals of
anasset’s valuebecome the most critical
driver ofreturns.

We believe our approach toinvestingin
sustainable, new economyreal estateis
well-positioned to take advantage of future
opportunitiesinourtarget markets. The
globalthemes andregional secular demand
trendsthatare atthe core of our strategy
aredeep, broadandlongterm. The needfor
amore sustainable built environmentisnot
goingaway. AchievingaNet Zeroworldis
impossible without positive contributions
fromreal estate, which frommost
estimatesisresponsible for c.40% of global
carbonemissions.

The opportunityinourtarget markets,
particularly Asia, remains robust.
Manyreal estate marketsin Asiahave
demonstrated theirresilience during
COVID-19 and we anticipate greater
regional stabilisationasaresult of China’s
recent decisiontoliftits COVID-19
restrictionsandreopenits economy
totheworld.Incomparisontomore
developedreal estate markets currently
experiencing significant structural
disruptions, painful deleveragingand
potentialrecession, Asia’s majorreal
estate markets areinmarkedly more
favourable positions, poised forincreased
stability and the resumption of growth.

30 The Street View |



Chairman, AnPhatHoldings

Partner, Head of Real Estate, Actis, Hong Kong

bchinappi@act.is

Brian:

Duong: Establishedin2002 asa
manufacturer of thinfilm, An Phat
Holdingsis now one of the leading

high-techand environmentally-friendly
plastic manufacturing groupsin South East
Asiawith operationsin Vietham, the US,
Singapore and Korea and sales of over
US$700 millionin2022.

We are apioneerin sustainability. Our
AnEco 100% biodegradable bags, for
example, have achievedinternational
certificationandarerecognisedasa
Vietnam nationalbrand. Ourplanisto
further develop the group sustainably
inplasticproducts and materialsandin
industrial real estate, where we see strong
growth potential over the comingfive years
and beyond.

Brian:

Duong: Industrialreal estateis
particularly attractivein Vietnam,
where many large multinational

companies are now establishing
manufacturing bases to diversify their
supply chains, take advantage of skilled
labour at competitive rates, lowland costs,
freetradeagreements,anda 6% of GDP
spendoninfrastructureimprovements by
the Vietnamese government. We also see
significant opportunityinlogisticsreal
estate as the country experiences rapid
economic growth, strong exportsandan
accelerated shift to e-commerce.
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Brian:

Duong: Sustainable development

will continue to drive our growth.

We enteredreal estatejust five
yearsago and we have become one of the
few Viethamese companies toimplement
ESGinitiativesinindustrial parks. Our An
Phat Complex, for example, benefits from
solar powerinstallation on many ofits
factoriesandafully compliant wastewater
drainage system, while we also encourage
customerstoadoptclean productionand
usecleanenergy. These, togetherwithour
one-stop shop for tenants that helps them
obtainavariety oflicences they need to
operate, together with customs
declarations for exports, means that we
have achieved almost 100% occupancy
rate. We have adopted similarapproaches
atour AnPhat 1industrial park project,
where we have implemented solar energy
and built a water-efficient waste water
treatment plant.

Brian:

Duong: Since Actis investedinour
company nearly twoyearsago, the
firm has supported ourbusinessina

number of ways. With our An Phatindustrial
park, Actisrepresentatives have actively
participatedinintroducingand selecting
high-quality contractors, assisting the sales
departmentinconnectingwith prospective
customersand supportingthe
managementteaminimproving corporate
governance.

Brian:

Duong: Thisyearislikely tobe
challenging, giventhe prospect ofa
slowdowninthe globaleconomy,

highinflationand highfinance costs.
Despite these headwinds, Vietnamis well
placedto benefit from supply chain
diversification, in particular as the
government has taken effective steps to
stabilise inflation and exchangerates. We
see strongmomentum asindustrialreal
estate demand will continue togrowandas
industriallandandrental pricesinthe
country's Northern Key Economic Zone
(which encompasses seven citiesand
provinces, includingHanoi) rise in the face
ofland supply constraints, to complement
thealreadyrelatively high pricesinthe
Southern Key Economic Zone.
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REINVENTING REAL ESTATE IN INDIA

ASHISH SINGH

Partner, Real Estate, Actis, Mumbai

ashishsingh@act.is

Thelndianreal estate sectorhas
undergone a major transformation
towards institutionalisation overthelast
decade. Asaresult, transactionactivity
has multiplied, adding exit depth for
investors andreducing exitrisk.

ThereisagrowingrecognitionthatIndia

is setto overtake Germany and Japanand
becomethe world's thirdlargest economy,
by 2030. Supportive and progressive
policiesarealsohelpingto putindiainthe
spotlight for globalinstitutionalreal estate
capital. We can see thisinthe number of
globalinvestors activelyinvestinginthe
sectorinindia.

Sofar, the majority of globalinstitutional
capitalhasbeeninvestedinalimited set of
property types—mainly office, residential
andretailwherethereisalonger-term
sectortrackrecord. Yet,asthese
mainstream property types havebecome
more mature, underwritinghasbecome
tougherand potentialreturnslower.

Acompellingopportunity exists outside
the mainstreaminalternativereal estate
propertytypes. Some of these property
types offerapromising early mover
opportunity, akintoinvestinginthe

Indian office sectorinthe early years of its
evolution, whichwent onto see significant
value creationand create many winners.

Lifesciencesreal estate stands outamong
thesealternative property types.

Thelndian Lifesciences sectoris expected
togrowata CAGRof 13% to US$427 billion
by 2030. The sectorhasalongtrackrecord
and has globalrelevance (Exhibit 1) even
thoughlesswellknown. Indiaaccounts for
60% of global vaccines production, supplies
nearly 40% of generic medicines consumed
inthe USAandaround 25% of allmedicines
consumedinthe UK. Indiahasthelargest
number of FDA approved plants globally,
outside the USA.

Thesectoris poisedforgrowthacceleration
(Exhibit 2). There are thelocalfactors that
will supportthis growth, for example, rising
incomes, increasinginsurance penetration
/ coverage, morefocus onhealthcare by the
Government, andanew Government policy
providingresearchlinkedincentives

EXHIBIT 1: GLOBAL DEMAND
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A ()9 of generic
medicines consumedin
the USA

2 5% ofallmedicines
consumedinthe UK

Indian

Lifesciences

World's largest vaccines
maker with (5 (5) % share

Largest number of FDA
approvedplants outside
the USA

Source: Actis

EXHIBIT 2: LOCAL DRIVERS

R&D outsourcing

Indian Lifesciences
Real Estate
Opportunity

Ongoing patent

cliff

Realignment of
global supply
chains

Domestic
consumptionand
healthcare spend

Source: Actis

totheLifesciencesindustry. Then, thereare
the globalfactors, includingrealignment of
global supply chainsinwhich Indiais amajor
beneficiary, an ongoing patent cliff that will
unlock amarket worth up toUS$250billion
globally.
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Lastbutnottheleast, Indiahasone ofthe
largest talent pools of chemistry, biology
and biotechnology graduates available
atvery competitive cost. Research &
developmentinIndiacostsaroundone-
third of that of USAand Europe, givingrise
toahugeand growingpotential for R&D
outsourcing.
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India’s Lifesciences sectoris poised for
adecade of rapid growth, onthe back of
arare confluence of these factors. Yet,
nomainstreamreal estate developeris
inthe business of providingreal estate
solutions to Lifesciences tenantsinIndia.
Lifesciences corporationsinindia have
largely had to self-build. Inthe process,
they are forcedtodivert capital fromtheir
corebusiness of Lifesciencesintoreal
estate developmentand management.
Often, Lifesciences corporationsare
forcedto operate frominappropriately-
zoned buildings, or from facilities that

lack theright supportinfrastructureand
servicesto supporttheir R&D or specialised
manufacturing practice. Providing
appropriatereal estate solutions will clearly
accelerate sector growth.

Atotalabsence of mainstream developers
inthe sector meansthereisanopportunity
to create amarketleadingbuilder-
operator-owner of suchreal estate in India.

Lifesciencesreal estate wasamongthe
most resilient globally during COVID-19,
andleasestendtobe typically stickier
inthis sectorinindia, as tenants make
meaningfully largerinvestmentin their
equipmentand fit-outs comparedtothe
buildingowners, and a heavily licensed
regimediscourages tenants from
relocating.

Sectorexpertiseiskeyto capturingthe
opportunity. Tenantrequirementsare
unlike those in office, warehousing or
industrial sectors, inboth base building
andservices.Itisbothanartandascience
toknowtherightbalance between
standardisationand customisation, the
formerbeingimportantincompressing
go-livelead-times, and thelatter
beingimportant to solve the clients’
requirements.

Actisisbuildinga market-leading
builder-operator-owner of Lifesciences
realestateinindia,underthebrand Rx
Propellant. Team RxPropellant has the
uniquedistinction ofbeing the only team
with credible experience and trackrecord
indesigning, creatingand operating
Lifesciencesreal estateiniIndia. With
real estate solution offerings in Mumbai,
Hyderabad and Bangalore, Rx Propellant
coversalltheimportant Lifesciences
clustersinindia.
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LONG HORIZON INVESTING

ADRIAN MUCALOV

Partner, Head of Long Life Infrastructure, Actis, Singapore

amucalov@act.is

Janet wakesupinthethriving Asian
metropolis she callshome. Afterashower,
provided by smart shower-heads -
optimising water usage and dispensing
desalinated water, powered by renewable
energy-she makes herselfa coffee and
prepares for the workday ahead. She
works fromhome most days, made
possible by tremendous advancesin
digitaltools and the world’s highest
quality fibre networks. Inthe late morning
sheusestherenewable energy-powered,
efficient massrapid transit systemrather
thanher shared electric scooter (whichis
more expensive during peak hours) to
reachtoday’'s meeting. The state-of-the-
art office building hosting her meetingis
primarily powered by rooftop solar panels
and battery backup, whilst being kept cool
by thelatest district cooling technology.
Janet'sday ends early and she meets
friends foradrinkonashady patio, as her
co-bot finishes up some of her to-dolist
—-made possible by the tremendous
computing power of regional data centres.

Janetlivesinone ofthe major Asian
meta-cities. Accordingtothe IMF, Asia
accountedforathird of global GDPin 2021;
this share could grow to over 50% by 2040,
according to McKinsey Global Institute.
ASEANisexpectedto surpassthe European
Unionandjointhe US, ChinaandIndiaas
the fourlargest economicblocs by 2050.
Urbanisation continues atarelentless pace:
Oxford Economics estimates that by 2040,
sevenofthetenworld'slargest cities by
populationwillbein Asia (Exhibit 1).

By 2030, two-thirds of the world's middle
classwillresidein Asia. This vast group
demands clean power and water, efficient
cooling, fastand greentransport,and world
classinternet connectivity. The futureis
now: Asiaisalreadyleadingtheworldin
thesefields.

EXHIBIT 1: TOP 10 CITIES BY POPULATION, 2040

Source: Oxford Economics Global Cities, November 2022

36 TheStreetView | LONG HORIZON INVESTING

@ WATCH VIDEQ

+  Thelargestshare ofallenergy transition
spendingis already taking placein Asia,
according to BloombergNEF.

* AccordingtothelTU,in2022, over 53%
ofinternetusers globally werein Asia.

+ Asiaand MENAarealreadyleading
theworldindistrict coolingand
water desalination, to manage lower
freshwater conditions.

“ACTIS" BUILDERS-AND-
OPERATORS MINDSET OF
IMPLEMENTING LONG
TERM OPERATIONAL
EXCELLENCE IS A KEY
DIFFERENTIATOR AND
HELPS US TO BUILD
TRUST IN RELATIVELY
NEW SECTORS SUCH AS
VIETNAMESE RENEWABLES
OR INDONESIAN TOLL
ROADS."”

Cairo, Egypt
34.6 million

Lahore, Pakistan
28.6 million

Delhi, India
45 .4 million

Kolkata, India
32.7 million

Tokyo, Japan
36.5 million

Dhaka, Bangladesh
79.7 million

Mumbai, India
30.3 million

Manila, Philippines
34.4 million

Jakarta, Indonesia
471.3 million

Lagos, Nigeria
29.5 million
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Infrastructureinvestingmega-trend #1:
the Great Catching-Up

Thiseconomic growthand consumer/
industrialdemandin Asia willrequire

$3.1 trillion of annual capital spending
onphysicalassetsto2050to finance the
energytransitiontoNet Zero,up from
$2.1trillionin 2020, according to McKinsey &
Company. Thereis explosiveinfrastructure
growth across allmajor Asian countries, as
they convergetodeveloped economies.

Firstand foremost, Asiaisleadingthe way
withrespecttorenewable energy.India
alone willbuild 500GW of renewable energy
capacity by 2030, which exceeds the entire
installed capacityinthe European Union
today.

Moderntransportation closely

follows, accounting for one third of this
infrastructure gap, with most of the balance
inthe digitaland water sectors.

Governments cannot fundall of this
infrastructure spending from their balance
sheets, aconstraint exacerbated by
post-COVID-19fiscal stress. Outside of
China, many Asian economies will depend
almost entirely on private sector funding.
Besides the needfor capital to build new
infrastructure, governmentsarealso
planningtolaunchassetsales,
privatisationsand concessionsinorderto
supporttheirfiscal stresses. Domestic debt
financing markets continue todeepenin
large markets suchasIndiaand South East
Asiawithincreasingavailability of non-
recourse financing, complementinglending
from globalbanks and DFls; “bankable”
projects designedtoattractboth this debt
capital as well as professional equity capital
are proliferating.

Many Asian markets offer mature, tested,
andtransparentregulatory systems, based
oninternational best practice, expressly
designedtoattractforeign capital. India
hasled the way, welcoming FDIfor 20years
intotherenewables andtollroads sector,
andisattractingmany of the world'slargest
institutionalinvestorsintoitsinfrastructure
programme. The Philippinesrecently
amendeditsregulations towelcome foreign
investors to take majority control stakesin
mostinfrastructure sectors.Indonesia’s
sovereign wealth fund (INA) has been
establishing partnerships with leading

EXHIBIT 2: THE RISE OF THE ASIAN MIDDLE CLASS

Share of the global middle class by region (%)

I Asia Pacific BEurope I Americas

Middle East and North Africa I Sub-Saharan Africa

Middle class = household with incomes between $11-$110 per person/day (PPP) in 2011
Source: Brookings Institution (Homi Kharas) via Statista

foreigninstitutionalinvestorstoinvestinto
itsinfrastructure, toserveits population of
nearly 300 million. A significantinflux of new
sponsor capital will support the maturation
offinancingand governance frameworks.

Actis hasbeeninvesting behind this
movement for years, buildingtwo of the
leadingrenewable energy companies of
India, developing severalleadingdata
centresandlogistics platformsacross Asian
markets, managingand operatingtollroads
inIndia, andleading the way inthe smaller
scale C&lpower sector. Through Actis’
longstanding presence across Asiaand our
trustedrelationships with stakeholders,
we have beenable to establishrecognised
sustainability leaders which align with the
Asianinfrastructure transformation.

Infrastructure mega-trend #2:
Innovation & Leapfrogging, Sustainably

Beyondthe theme of convergence and
catchingup, Asiais at the forefront of
technologicaland digitalinnovation.

The growing Asianmega-citiesare not
burdened by the same degree oflegacy
infrastructure whichposes suchabarrierin
the USandthe European Union (think fixed-
line telecommunications).

Asian countrieshave demonstrated
aremarkable passion fortechnology
and havelongbeenat the forefront of
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technology andinnovationleadership,
fromtherobotics (45% global share),

cars (Toyota #1 globally), and electronics
of Japan;to semiconductorsin Taiwan
(66% global share); to theincredible
economic transformations of South Korea,
Singapore, and of course China, into tech
powerhouses.

“ACTIS HAS BEEN
INVESTING BEHIND
ASTIAN INFRASTRUCTURE
FOR YEARS, BUILDING
TWO OF THE LEADING
RENEWABLE ENERGY
COMPANIES OF

INDIA, DEVELOPING
SEVERAL LEADING

DATA CENTRES AND
LOGISTICS PLATFORMS
ACROSS ASIAN
MARKETS, MANAGING
AND OPERATING TOLL
ROADS IN INDIA, AND
LEADING THE WAY IN
THE SMALLER SCALE C&I
POWER SECTOR."”


https://www.statista.com/chart/8402/asian-middle-class-on-the-rise/

Building on this heritage, Asian companies
areleadingthewayinsectorsincludingsolar
panelmanufacturing, advancedrecycling,
water management, and 5G. Sustainability
liesatthe heart of Asianinfrastructure
innovation, especially consideringthelong
legacy of coal-fired power across many of
thelargest markets.

Actisiswell placedto capitaliseonthese
trends. Weinvest across therisk spectrum
(growthandyield), positioningus to both
acquire assets fromdevelopersandlarge
strategicsaswellasinvestdirectlyintothe
sustainable infrastructure construction
boom.

Actis’ builders-and-operators mindset
ofimplementinglongterm operational
excellenceis akey differentiatoragainst
otherfinancialinvestors,and helpsusto
buildtrustinrelatively new sectors suchas
Vietnamese renewables or Indonesiantoll
roads.

Actis’ experienceindeveloping
sustainability leaders suchas Ostro

Energy, SprngEnergy and Temple Stay is
secondtonone. Our fundamental belief
that 'Values Drive Value'underpins every
investmentthesis, regardless of sectoror
geography,andgivesthefirmaclearlicence
tooperateacrossatransformingAsia.

Actisbelievesthat Asianeedstobeat

the heart of any globalinfrastructure
investment strategy. The fundamental
long term trends of economicgrowth, the
rise of the middle class, the absolute need
for clean power, water and transportation,
buttressed by Asian global technology
leadership, alllead toaonceinageneration
opportunity toinvestintothe sustainable
infrastructurerequiredtodeliver this
fourthindustrialrevolution.
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Head of Corporate Finance and Strategy, Walter

Partner, Head of Long Life Infrastructure, Actis, Singapore

amucalov@act.is

Adrian:

Gaurav: Walterisanew platform
born out of anacquisition of six
operating tollroad projects basedin

strategiclocations across|India, includingin
the prominent North-South highway
corridor. Actishasbeenanactiveinvestorin
Indianinfrastructure for many years andhas
experienceinthetollroads sector.

India’s tollroad marketis both attractive
andanimportant driver of GDP growth
inthe country. Theyrepresent more

than 3.6% of India’'s GDP or about two-
thirds of the entire transport- related
contributionto GDP. The sector benefits
fromasupportiveregulatory environment
as the government has moved over time
from a state-funded highways modeltoa
public-private partnership. In particular, the
road development model of hybrid annuity
concessionreducestheriskonoperators
since it pays afixed sum, whichisinflation
adjusted, inreturnforroad availability, with
concessionsrunningup to 15 years. This
offersagoodlong-term opportunity for
investors to maintainand operate India’s
tollroads.

These assets, incommonwith other
infrastructure, have beenthe backbone
of India’'s economic growth and will
continuetobe soastheyhelp develop
ecosystems and clusters of businesses.
The focus has primarily been on developing
nationalhighways and expressways which
constitute only about 2% of the length of
allroads, but these national highways and
expressways carry about 40% of theroad
traffic.
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Adrian:

Gaurav: The strategyistoacquire
operational assets with limited
constructionrisk thatboth the

private and state sectors have developed
over the past20years whichincludes
securing contracts for new operating
concessions. The governmenthas
ambitious plans to developinfrastructure,
withroads aparticularfocus—(it has
committedto 25,000 kilometres of new
roadsin 2022-23, for example). Further out
asthe market develops and matures, we
also see opportunitiesinacquiringassets
from similar platforms to expand the
business.

Adrian:

Gaurav: We see substantial
opportunitiesinimproving the
sustainability profile of the toll

roads we operate.

The government sponsoredintroduction
of Fastagsreduces CO. emissions due to
shorter wait times at toll plazas. We planto
move towards renewable sources for our
own energy requirements, giventhe high
solarirradiance presentinmuch of India.
We expectto convertthe head and satellite
office energy sources torenewables and we
arelookingatensuringthe highway energy
requirements are powered by renewable
sources.

Safetyisanimportantfocusinacountry
whichranks thirdin the world for number
ofroadaccidentsaccordingto the
International Road Federation. We are
workingtoremoveblind spots where
possibleandalertusers through additional
safety measures. We runregular training
programmes for staffengagedinboth
operations and maintenanceroles to
equip them withmeans to keep users
andthemselves safe atalltimes. Moving
towards amore digital way of operating,
maintaining and monitoring would
considerably reduce carbonfootprint.
Greater safety notonlyisaninvestment
inour staffbutleadstoincreasesinroad
usageinanexample of the Actis mantra
'Values Drive Value'.

Further, we want to have a positive social
impact onlocal communitiesandsoare
seeking toimplement safety campaigns
for nearby villages, develop waste
management programmes, offer wellness
check-upsandaccesstocleanwater
where necessary as well as potentially fund
community centres or schoolrepairs.

Adrian:

Gaurav: Asaglobalinfrastructure
investor withasociallyand
environmentally responsible

investment philosophy, Actis can help us
build somethingunique. We are looking
forward to workingtogether toimplement
globaland cross-sector best practices and
valuedrivers to the business to enable value
accretionforall stakeholders.
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EXHIBIT 1: GEOGRAPHIC SPREAD OF THE PORTFOLIO

Jammu & Kashmir

Himachal Pradesh

Punjab
Uttarakhand
Haryana :

Rajasthan Uttar Pradesh
@ Bihar

Gujarat Jharkhand

Madhya Pradesh
Chhattisgarh

Mizoram

Sikkim
Assam
Meghalaya
Tripura
West Bengal

Maharashtra
Telangana
Goa
Andhra Pradesh
Karnataka
Tamil Nadu
Kerala
Asset name Type Length (kms) # Lanes /Lane kms?
17 DME HAM 8.7 14/122
2 CGRG HAM 53.3 4/213
3 GSY HAM 51.5 4/206
4 CT HAM 62.7 4/251
5 AM2 HAM 352.2 2/704
6 MCP Toll 71.4 8/571
Total 599.8 2,067

Source: Actis

41 TheStreetView | COMPANY VOICES: WALTER, INDIA



Productionteam

ELLEN
DICKINSON

Knowledge,
London

SARAH
DOUGLAS

Communications,
London

HELEN
JOHNSON

Production,
London

DEBBIE
MINCHINGTON

Right Aligned,
London



ACTIS IS A GLOBAL INVESTOR IN
SUSTAINABLE INFRASTRUCTURE

Seoul >
,d Tokyo
Shanghai © 7 Y

= LS Hong Kong
© Mumb u ¢

© Singapore

) ! . ® Port Louis
’ S3o Paulo ° Johannesburg

® Actis office
Countries in which Actis has invested since 1998
® Other Actis target markets since 1998



mailto:sdouglas%40act.is%20?subject=
mailto:sdouglas%40act.is%20?subject=
http://www.act.is
https://www.act.is/the-street-view/article/

[ |
aC I Printed on paper manufactured from FSC® Recycled 100%
post-consumer waste and printed with HP Eco Friendly inks




	SUSTAINING THE NEW ECONOMY
	Ewen Cameron Watt, Editor-in-Chief, Macro Forum, Actis, London ecameronwatt@act.is

	The big opportunity in numbers
	HOW ECONOMIES GROW
	Simon Ogus, Founder & CEO, DSG Asia simon@dsgasia.com

	Funding Climate
	Mikael Karlsson, Partner, Chief Investment Officer, Actis, Luxembourg mkarlsson@act.is
	Shami Nissan, Partner, Head of Sustainability, Actis, London snissan@act.is

	Actis in Action: Sprng Energy, India
	SUSTAINING TECHNOLOGY
	Marina Johnson, Sustainability, Actis, London mjohnson@act.is
	Liam Smith, Energy Infrastructure, Actis, London liamsmith@act.is

	Guest View: Japan unlocks Asian transition
	Yukari Niwa Yamashita, Managing Director, Institute of Energy Economics, Japan 

	Land of The Rising Wind
	Jun Ohashi, Partner, Head of Actis Japan, Energy Infrastructure, Actis, Tokyo johashi@act.is
	Tareq Sirhan, Head of Energy for North Asia, Energy Infrastructure, Actis, Tokyo tsirhan@act.is

	TRANSITIONING VIETNAM
	Rahul Agrawal, Energy Infrastructure, Actis, Singapore ragrawal@act.is
	Vinh-Thang Hoang, Energy Infrastructure, Actis, Singapore vthoang@act.is

	COMPANY VOICES: Levanta Renewables, Vietnam
	Sudhir Nunes, CEO, Levanta Renewables 
	Rahul Agrawal, Energy Infrastructure, Actis, Singapore ragrawal@act.is

	DEVELOPING A SUSTAINABLE FUTURE
	Brian Chinappi, Partner, Head of Real Estate, Actis, Hong Kong bchinappi@act.is

	COMPANY VOICES: An Phat Holdings, South East Asia
	Duong Pham, Chairman, An Phat Holdings 
	Brian Chinappi, Partner, Head of Real Estate, Actis, Hong Kong bchinappi@act.is

	REINVENTING REAL ESTATE IN INDIA
	Ashish Singh, Partner, Real Estate, Actis, Mumbai ashishsingh@act.is

	LONG HORIZON INVESTING
	Adrian Mucalov, Partner, Head of Long Life Infrastructure, Actis, Singapore amucalov@act.is

	COMPANY VOICES: Walter, India
	Gaurav Chaturvedi, Head of Corporate Finance and Strategy, Walter 
	Adrian Mucalov, Partner, Head of Long Life Infrastructure, Actis, Singapore amucalov@act.is


