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Summary

Based on data from the BAI Investor Survey 2024,
current academic literature, industry data, and ex-
pert interviews with 15 industry representatives,
this report provides an in-depth analysis of the
current status and challenges associated with pri-
vate infrastructure investments in Germany. A par-
ticular focus is placed on the field of municipal
infrastructure.

New data indicates that the significance of infras-
tructure within the portfolios of German institu-
tional investors continues to grow. Steady returns
and diversification represent key characteristics
that have rendered this asset class indispensa-
ble in institutional portfolios. While Infrastructu-
re Equity—particularly through single-fund invest-
ments—constitutes the alternative asset class with
the second-largest share among invested German
investors (limited partners, or LPs), Infrastructure
Debt is currently experiencing strong momen-
tum. The majority of existing investors intend to
increase their infrastructure allocations. The me-
gatrends of ecological and digital transformati-
on play a decisive role in shaping the sectors in
which German LPs choose to invest.

However, Germany’s infrastructure has so far be-
nefited only marginally from the boom of this
asset class among German institutional investors.
A lack of investable projects, excessive bureaucra-
cy, and the resulting market inefficiencies have
led to comparatively less attractive risk-return pro-
files, which in turn contribute to a phenomenon
referred to as “reverse home bias”. German in-
stitutional capital increasingly flows into infras-
tructure abroad. Nevertheless, new data suggests
a positive trend for Germany as a location for
infrastructure projects. Allocation to German in-
frastructure projects is increasing, with renewable
energy—particularly wind and solar power—firmly
establishing itself as a key investment category
in Germany. Political efforts, such as shorter ap-
proval procedures, are beginning to bear fruit.

In particular, the municipal infrastructure sector
exhibits a significant investment gap, as eviden-
ced by recent data. From the perspective of insti-
tutional investors, municipal infrastructure would
generally represent an attractive investment seg-
ment due to government backing, long-term and
stable cash flows, and the advantages of local
proximity. In practice, however, private-sector in-
vestors have so far played an almost negligible
role in municipal projects in Germany.

Consequently, based on expert interviews, the
report presents a detailed discussion of potential
solutions to foster greater private investment in
German infrastructure projects, with a particular
focus on municipal infrastructure.

An analysis of the coalition agreement of the new
Black-Red (conservative-social democratic) federal
government, along with recent policy measures,
reveals that the fundamental importance of pri-
vate capital for renewing deteriorating existing
infrastructure, as well as for driving ecological
and digital transformation, has been acknowled-
ged. The federal government'’s investment initiati-
ve, combined with the €500 billion infrastructure
special fund, is expected to deliver substantial
positive momentum. However, the special fund
alone will not suffice to meet the total invest-
ment needs in Germany. It will be crucial to in-
tegrate the various planned approaches and to
combine public capital with private investment—
either by assuming risks or by leveraging state
resources efficiently. Additionally, an initial wave
of public investment should create positive path
dependencies.

Furthermore, emphasis must be placed on citi-
zen participation. Particularly in the context of
municipal infrastructure, it is essential to learn
from past negative experiences and ensure that
the population recognizes the added value of
private investment in public services. This is key
to increasing public acceptance of private sec-
tor involvement.




There is significant potential to create access to
more municipal projects and models with compe-
titive risk-return structures through the bundling
and standardization of municipal infrastructure
projects, according to the experts interviewed.
Central to this effort are the standardization of
financing structures and the development of
uniform process standards for planning, procu-
rement, and implementation. A comparison with
France shows that Germany could particularly
learn from the explicit central government gua-
rantee for repayment, the standardized project
structuring, and the strategic use of economies
of scale through project bundling (“mutualiza-
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tion”). Cross-regional cooperation and standard-
ization across different federal states could have
a positive impact.

Improvements to the regulatory framework-such
as planning and approval procedures and public
procurement law for projects—are already being
partially addressed by policymakers. In investor su-
pervision, positive impulses can be seen through
the infrastructure quota in the investment ordi-
nance. However, the classification of infrastructure
investments as Qualified Infrastructure is conside-
red particularly challenging by Solvency Il inves-
tors, especially in the context of fund investments.
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mm 1.Introduction

Even before the introduction of the €500 billion Infrastructure Special Fund-which
includes €100 billion earmarked for federal states and municipalities-the need
for infrastructure investment in Germany had become a widely discussed issue. In
recent years, the country has accumulated an enormous investment backlog.

This primarily concerns the rehabilitation of
deteriorating existing infrastructure: A recent study
estimates that highways, railways, and energy
infrastructure alone will require €400 billion in
investments over the next decade. Maintaining
public infrastructure will therefore only be feasible
with private investment and the participation of fund
managers.’

On the other hand, the ecological and digital
transformation of the economy requires massive
investments: Achieving the legally binding target of
climate neutrality by 2045 will necessitate investments
ranging from €1.1 trillion to €5 trillion, depending on
the study and underlying definitions.?

The primary reason for this situation is the chronic
underinvestment in  Germany over the past
decades. Since the year 2000, public investment
in infrastructure—such as roads—and in social
infrastructure—such as schools—has averaged only
about 2.1% of GDP, significantly below the EU average
of 3.7% of GDP?

The deterioration of publicinfrastructure canalso be
attributed to the fact that depreciation of existing
assets has often not been accounted for in public-
sectorfinancial reporting. In the context of a potential
reform of the debt brake, experts therefore advocate
particularly fora modernization of public accounting
practices,including the introduction of double-entry
bookkeeping at the federal level *

1 Prof. Dr. Dr. h.c. Lars P Feld, Universitét Freiburg & Walter Eucken Institut; Julia Braun, M. Sc, Walter Eucken Institut (2024).

2 Handelsblatt Research Institute (2024), KIW Research (2021).
3 Wirtschaftsdient (2022).

4 Friedrich Heinemann, Zareh Asatryan, Albrecht Bohne, Paul Steger: Zukunftshaushalt statt Schuldenbremse, ZEW (2025).



https://unternehmen.union-investment.de/dam/jcr:758d1e27-7f09-4ded-822c-a203b7826553/Studie%20Infrastrukturinvestments.pdf
https://www.handelsblatt.com/unternehmen/energie/energiewende-so-viel-kostet-die-infrastruktur-der-zukunft/100002597.html
https://www.wirtschaftsdienst.eu/inhalt/jahr/2022/heft/7/beitrag/chronischer-investitionsmangel-eine-deutsche-krankheit.html?
https://ftp.zew.de/pub/zew-docs/div/Zukunftshaushalt_statt_Schuldenbremse_2025.pdf

The new federal government, in its coalition
agreement, has acknowledged the criticalimportance
of a well-functioning infrastructure for prosperity,
social cohesion, and future competitiveness, and is
addressing thisissue not only through the special fund
but also viaa comprehensive investment initiative.®

However, projected figures on Germany’s investment
needs clearly indicate that the special fund will not
be sufficient to even come close to eliminating the
existing backlog. In the municipal sector as well, the
€100 billion allocated to states and municipalities
under the special fund falls short of addressing the
investment gap, which municipalities themselves
estimate at a total of €215.7 billion.

The importance of private capital in Germany’s
infrastructure sector is therefore currently greater
than at any point in history. For this reason, this
study provides an in-depth analysis of the current
status of infrastructure within German investment
portfolios, recent political initiatives,and opportunities
to combine private and public capital, as well as a
discussion of potential solutions to encourage greater
private investment in German infrastructure.

5 Koalitionsvertrag zwischen COU, CSU und SPD - 21. Legislaturperiode, p.52-53
6 KAW-Kommunalpanel 2025.



https://www.tagesschau.de/koalitionsvertrag-170.pdf
https://www.tagesschau.de/koalitionsvertrag-170.pdf
https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-KfW-Kommunalpanel/KfW-Kommunalpanel-2025.pdf

mm 2. Infrastructure in the Portfolios of German
Institutional Investors

We begin by examining the portfolios of German institutional investors and, based
on current data, provide an update on the role of Infrastructure Equity and Infras-

tructure Debt.

2.1. Demand for Infrastructure Invest-
ments among German Investors

The data is sourced from the BAI Investor Survey
2024, which includes representative information
from 111 German institutional investors managing
approximately€2 3 trillioninassetsundermanagement.
Thelargest group comprises major insurers subjectto
Solvency llregulation, accounting for 35%, followed by
pension funds, which represent 22% of the surveyed
investors. Accordingly, the sample provides a cross-
sectional representation of the German institutional
investor landscape, encompassing a diverse range of
investor types and a broad spectrum of assets under
management.’

The BAl Investor Surveys from 2022, 2023, and 2024
reveal a consistentincrease in the share of investors
allocating toinfrastructure. Both Infrastructure Equity
and Infrastructure Debt are expected to see further
growth in participation among German institutional
investors. For Infrastructure Debt in particular,
the anticipated increase is striking-rising by ten
percentage points, from 49% to 59%-marking the
strongest momentum among all alternative asset
classes.

While Infrastructure Debt is rapidly gaining traction
among German institutional investors, equity
investments have already established a strong
presencein portfolios. With 85%, Infrastructure Equity
represents the second most prevalent alternative asset
classamong German investors, trailing only Real Estate
Equity at 87%.

Participation rates of LPs in alternative asset classes
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Figure 1: Share of surveyed investors invested in each alternative asset class. Source: BAl Investor Survey 2022, 2023, 2024.

7 BAl Investor Survey 2024.



https://www.bvai.de/fileadmin/Veroeffentlichungen/BAI_Publikationen/BAI_Investor_Survey/BAI_Investor_Survey_2024.pdf

Data from the BAI Investor Survey 2024 indicates
that the importance of infrastructure in institutional
portfolios continues to grow even among existing
investors. A majority—57% for Infrastructure Equity
and 50% for Infrastructure Debt-report plans to
increase their allocations further. In contrast, only
small proportions, 8.1% and 6.5% respectively, intend
to reduce their investments (see Figures 2 and 3).

Planned adjustment of Infrastructure
Equity allocation (as % of responses)

8,1%

M Increase W Reduce M Status Quo

Figure 2: Planned adjustment of Infrastructure Equity allocation by investor
share. Source: BAl Investor Survey 2024.

Planned adjustment of Infrastructure
Debt allocation (as % of responses)

W Reduce

M Increase M Status Quo

Figure 3: Planned adjustment of Infrastructure Debt allocation by investor share.
Source: BAl Investor Survey 2024.

Danny Tuchlinsky,
Investment Manager at
Arzteversorgung Land

Brandenburg, explains the
popularity of Infrastructure
Equity as follows: At the onset
of the low-interest-rate era,

Danny Tuchlinsky, .

Investmentmanager, many investors turned to
Arzteversorgungland — core infrastructure to replace
Brandenburg

bonds in their portfolios,
focusing on traditional infrastructure projects such
as bridges, ports, roads, and airports. More recently,
however, a shift toward core-plus investments has
become evident. For long-term investors, building
aninfrastructure allocation steadily over the years is
essential, regardless of short-term macroeconomic
developments. Regarding allocation strategy, he
notes that his institution is well-positioned with an
infrastructure quota of approximately 10%, invested
almost exclusively in equity (Infrastructure Equity). For
quota investors, equity is significantly more attractive
than Infrastructure Debt, as infrastructure projects
must be reflected within the quota, and Infrastructure
Equity offers higher returns in this regard.

The BAI Alternative Investments Sentiment
Barometer (Figure 4) reflects a positive outlook for
both Infrastructure Equity and debtamong German
institutional investors. Infrastructure Debt ranks just
behind equity in perceived sentiment, nearly on par
with Corporate Private Equity.




BAI Alternative Investments Sentiment Barometer 2024
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Figure 4: BAl Alternative Investments Sentiment Barometer 2024.

2.2. Infrastructure Sectors and Access
Routes

The megatrends of ecological and digital
transformation play a decisive role in shaping the
infrastructure sectors in which German investors
allocate capital. Renewable energy s firmly established
in portfolios, with 77.5% of all investors allocating to
infrastructure being already active in this segment.
Projects located in Germany are also increasingly
becoming attractive targets for private capital (see
Figure 3). A more detailed discussion of renewable
energy is presented later, within the context of

T

M Corporate Private Debt

L.

M Infrastructure Equity Infrastructure Debt

M Hedge funds / Liquid Alternatives

infrastructure trends in Germany. In contrast,
conventional energy sources based on fossil fuels, such
as oil and gas, account for only 20.7% of Germany’s
infrastructure portfolios (see Figure 5).

The transport, social infrastructure®, and utilities
sectors each form part of the portfolios of roughly
half of German infrastructure investors. However,
as discussed in Section 3, these are predominantly
infrastructure projects located abroad for various
reasons. Consequently, Germany's infrastructure
has not yet sufficiently benefited from the overall
attractiveness of these sectors to German institutional
investors.

Share of Infrastructure investors allocated to each Infrastructure sector

Utilities sector | IEEE—_—

Social infrastructure | IEEE——

Digital infrastructure | IEEE_—_— 8

Transport |

Conventional energies I

Renewable energies |IEEE—_E——

0% 10% 20% 30%

Figure 5: Infrastructure investments by sector. Source: BAl Investor Survey 2024.
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8 Cf BAl Infrastructure 2024 p.24-25



https://www.bvai.de/fileadmin/Veroeffentlichungen/BAI_Publikationen/Studien/BAI_Infrastruktur_2024.pdf
https://www.bvai.de/fileadmin/Veroeffentlichungen/BAI_Publikationen/Studien/BAI_Infrastruktur_2024.pdf

The second most attractive infrastructure sector for
German LPs, after renewable energy, is currently
digital infrastructure (71.2%). The increasing
integration of artificial intelligence into various areas
of the economy is driving a significant demand for
supporting infrastructure, such as servers and fibre-
optic networks.

Regarding infrastructure allocation across sectors,
two distinct investment philosophies prevail. One
strategy advocates targeted investments in specific
trends to capitalize on megatrends, while the other
emphasizes broad diversification within the asset class.

Danny Tuchlinsky of Arzteversorgung Land
Brandenburg highlights that digital infrastructure—
particularly data centres—is a key trend in today’s
infrastructure marketandis increasingly considered a
viable investment target. However, he emphasizes the
importance of viewing this trend within the broader
context of diversification, as such trends can shift
rapidly. He stresses that long-term investors generally
favora diversified approach to mitigate risk. In contrast,
otherinvestor groups, such as family offices, may be
more inclined to pursue trend-based strategies in
pursuit of potentially higher returns.

Beyond the questions of Infrastructure Equity versus
Debtand the weighting of various sectors, the choice
of investment vehicles utilized by German investors
is crucial forunderstanding the role of infrastructure
within portfolios. Fund-based investments clearly
dominate: 63% of Infrastructure Equity investors
allocate through single funds, while 54% do so
for Infrastructure Debt. For Debt investments, the
concentration on single fundsis even stronger, with
only 24% invested via funds of funds, the second
most significant access route. Infrastructure Equity
investments follow a more diverse approach, with 42%
through funds of funds and 29% via co-investments.
Direct investments, in particular, tend to be feasible
only for very large investors with specialized in-
house expertise due to the substantial operational
complexity involved.

Infrastructure Equity

Co-Investments

Managed

Direct
Account 20%

(Multi-Manager) Investments

Managed
Account 429 Fund of
i Funds
(Single
Manager)
Single Funds Secondaries

W 2024

Figure 6: Access channels for Infrastructure Equity investments by German insti-
tutional investors. Source: BAl Investor Survey 2025.
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Figure 7: Access channels for Infrastructure Debt investments by German institu-
tional investors. Source: BAl Investor Survey 2025.

Danny Tuchlinsky of Arzteversorgung Land
Brandenburg explains that their infrastructure
investments to date have been made exclusively
through single funds. While co-investments are
theoretically conceivable, direct investments are
ruled out due to capacity restrictions. The decision
to place greater emphasis on specific themes within
theinfrastructure sectorisleft to the fund managers,
who, as experts,can make informed selections without
tying up the organization'’s resources.




mm 3. Investments in German Infrastructure -
The Reverse “Home Bias ”

The previous chapter established that both Infrastructure Equity and Infrastruc-
ture Debt are currently perceived as attractive portfolio components for German
institutional investors. However, for the deployment of private capital to support
the ecological and digital transformation, as well as the modernization of existing
infrastructure in Germany, it is crucial that institutional capital also flows into do-

mestic infrastructure projects.

The question of the extent to which German insti-
tutional investors allocate to German infrastructu-
re—and what obstacles and location-specific factors
influence these investments—was examined in last
year's study, "“Between Short-term Headwinds and
Strong Long-term Tailwinds: Infrastructure 2024 —
Focus on Germany.”

According to the study, 80.8% of the surveyed
German investors stated that they primarily invest
ininfrastructure abroad (p. 26). This so-called“reverse
home bias"stands in stark contrast to the geographical
assetallocation observedin otherasset classes, such as
Real Estate—where local assets traditionally dominate—
oreven Corporate Private Equity, where local proximity
generally exerts a positive influence on investments
in German companies, as confirmed by discussions
with investors.

According to  Dimitri
Mavridis, Senior Associate,
DACH Research at Preqin,
the market for alternative
investments—particularly
Infrastructure—is  growing
steadily  in Germany.
Despite periods of stagnant
fundraising, assets under
management continue to increase. Nevertheless,
Germany lags significantly behind in a European
comparison:Infrastructure investments in the United
Kingdom are roughly five times higher,and more than
twice as highin France.While investmentvolumesare
rising domestically, it remains questionable how much
of this capital is actually deployed within Germany,
given the comparatively low expected returns.

Dimitri Mavridis,
Senior Associate, DACH
Research at Pregin

Feedback from surveyed investors further reinforces
the finding of a reverse home bias in Infrastructure
portfolios.

9 BAl Infrastructure 2024.
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Maximilian Cosack,
Head of Private Assets
at HUK-COBURG Asset
Management, notes that,
in contrast to Real Estate
allocations—where German
institutional investors
maintain a clear focus on
domestic projects—the share
ofinfrastructure investments
within Germany accounts foronly about 15% of their
portfolio. Moreover, this portion primarily consists of
renewable energy projects, such as photovoltaic and
wind power installations.

Maximilian Cosack,
Head of Private Assets,
HUK-COBURG Asset
Management

3.1. General Challenges and Barriers to
Investments in German Infrastructure

Arange of barriers and location-specific factors have
been identified as reasons why institutional capital
predominantly flows into infrastructure projects
abroad.”” Investors describe risk-return structures in
Germany as less attractive, even compared to certain
parts of the European market. Thisis largely attributed
to market inefficiencies driven by bureaucratic
obstacles. Less favorable investment conditions and
a limited supply of assets deemed investable from
aninstitutional perspective are mutually reinforcing.
Additionally, strong reservations regarding the use
of private capital in Germany are perceived as a
significant impediment.

The€500billioninfrastructure special fund—introduced
by the previous Bundestag and financed through
debt-is intended to help alleviate the persistent
investment backlog in Germany'’s infrastructure. A
key question in this context is how the special fund
willinfluence the balance between publicand private
capital (see Section 3.4.1).

In the renewable energy segment, particularly solar
and wind farms, German projects are increasingly
becoming part of domestic institutional portfolios,
although specific market-related challenges remain

(see Section 3.2). Other infrastructure sectors
are viewed as significantly more challenging for
investment in Germany. Municipal infrastructure
stands out as a prime example (see Section 3.3),
with the federal structure of the German state often
perceived as an additional barrier (see Section 3.4.6).

Although Infrastructure is already firmly established
in German institutional portfolios (see Section 2),
regulatory hurdles in investor supervision continue
to be perceived as preventing the full mobilization of
private capital for infrastructure (see Section 3.4.3.1,
Qualified Infrastructure Investments under Solvency
I). Regarding other frictions within investor regulation,
policymakers have fortunately begun torespond and
incorporate proposed changes (see Section 3.4.3.2,
Infrastructure Quota in the Investment Ordinance).

According to Maximilian Cosack of HUK-COBURG
Asset Management, the coreissue is simply the lack
of suitable projects. While the renewable energy
sector—particularly photovoltaic and wind-offers
someinvestmentopportunities, overallinfrastructure
exposure in Germany remains low, especially in the
municipal segment. Compared to countries suchasthe
United Kingdom, where large parts of infrastructure
have been privatized, there are hardly any investable
municipal infrastructure projects available in Germany.

Furthermore, the few projects that do exist often fail
to meet institutional investors' requirements for an
attractive risk-return profile. Many assets are classified
as"supercore’—extremely stable but offering very low
returns. At the same time, Germany lacks projects
that deliver a return potential in the range of 8-10%
IRR, which typically aligns with the objectives of
conservative infrastructure investors. This results in
a significant supply gap, particularly compared to
other markets.

Another major obstacle is the complexity, duration,
and bureaucracy associated with processes, especially
in the context of public-private partnerships (PPPs).
Administrative barriers—from permitting procedures
to environmental requirements—frequently lead to

10 Ibid.




significantdelays or even the cancellation of projects.
Beyond these structural challenges, Cosack highlights
informal barriers: In Germany, a fundamental
scepticism towards private capital in the provision
of public services remains predominant. Overall, he
calls for a shift in mindset: Bureaucratic processes
must be streamlined, investment pathways clarified,
and the relationship with private capital redefined.

Danny Tuchlinsky of Arzteversorgung Land
Brandenburg also points out that there is a lack
of acceptance for private capital in infrastructure
in Germany. For example, many municipal utilities
are reluctant to bring in private investment due to
concerns about loss of control or potential public
criticism—often fuelled by the perception that private
equity earns excessive profits from public services,
eventhough infrastructure investments typically yield
only single-digit returns above the risk-free rate.

While the renewable energy sector in Germany
currently shows a positive trend for domestic
investment (see Section 3.2), municipal infrastructure
faces even greater barriers to utilizing private capital
(see Section 3.3).

Nevertheless, data from the BAlInvestor Survey 2024
reflects an overall positive trend regarding the role
of German projects in institutional portfolios. One-
third of respondents indicated plans to increase their
share of infrastructure investments, while only 5.5%
intend to reduce theirexposure, and just under 10%
still plan no allocation to German infrastructure. The
majority—51.7%—-expect no change in their current
level of domestic investment. This is primarily
because investors are obligated to meet their risk-
return objectives above all else.'" Although it can
be established that German investors are generally
willing to increase their local engagement'?, they
are obliged to maintain geographic diversification.
They cannot base investment decisions solely on
geographic or regional factors. Moreover, significant
barriers to infrastructure projects persist, including
a shortage of investable projects and considerable
bureaucratic obstacles.

Adjustment of the geographical asset
allocation in Infrastructure

5,5%
M Increase No Infrastructure investments
in Germany
W Reduce ® Maintain Status Quo

Figure 8: How do you plan to adjust your allocation to Infrastructure in Germany?
Source: BAl Investor Survey 2024.

3.2. Renewable Energy

With 77.5% of surveyed German infrastructure
investors allocating to renewable energy, this sector
currently holds the greatest significance for German
investors (Figure 5: Infrastructure Investments by
Sector, Source: BAl Investor Survey 2024).

In this context, Gregor
Kurth, Partner and Head
of Transactions at Igneo
Infrastructure Partners,
argues that,"to attract private
capital today, investment
opportunities must meet the
criteria of economic viability,
sustainability,and security of
supply.Inthe past,during the
eraofliberalization, the focus was on affordability. With
growing awareness of climate change, sustainability
has become another key consideration for investors.
The war in Ukraine has elevated energy security to
a critical factor, further raising the standards for
investment opportunities that attract private capital”

Gregor Kurth,
Partner and Head of

Transactions, Igneo
Infrastructure Partners

Nevertheless, Kurth emphasizes that Germany still
offers substantial opportunities for private sector
involvement, particularly in the energy sector. As the

11 Cf. BAI Studie Infrastructure 2024.
12(Cf.333
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governmentaims to stabilize energy prices, electricity
generation is being significantly expanded, with a
strong emphasis on renewable sources. To handle
this increased renewable energy capacity, projects
to modernize and expand the power grid will be
essential. Furthermore, the need to balance the
increasingly unpredictable relationship between
supply and demand will drive demand for energy
storage solutions. This creates opportunities for
growth and innovation in grid infrastructure and
battery technology, supported by private capital
investment in Germany.

3.2.1. Positive Developments

Efforts to improve location factors for infrastructure
projects in Germany—particularly in the areas of the
energy transition and renewable energy—have now
shown measurable positive results.

Daniel Tubik, Portfolio
Manager at GLS
Investments,  observes
that policymakers have
recently achieved significant
progress in  streamlining
approval processes in the

Daniel Tubik, .
Portfolio Manager, wind energy sector. The
GLS Investments reduction of bureaucratic

hurdles is beginning to bear fruit, as evidenced by
the sharp increase in the number of approvals for
wind power projects. However, he cautions that
policymakers must not rest on these achievements
and should continue to pursue further reductionsin
administrative complexity.

Data from the report“Status of Onshore Wind Energy
Expansionin Germany”by the GermanWind and Solar
Agency show that approvals for new wind turbines
surged by 85%in 2024 compared to the previous year.
Oftheapproximately 2,400 newly approved installations
nationwide, with a combined capacity of over 14,000
MW, nearly 30% of this capacity is attributable to
projects located in North Rhine-Westphalia.

Newly approved onshore aind turbines by capacity (in MW)
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Figure 9: Status of onshore wind energy expansion in Germany in 2024, p. 19.

Policy successes are reflected in the fact that, despite
the surge in new approval applications, average
processing times have been reduced from just over
26 months toaround 23 months. However,compared
tothelastdecade, this still ranks on the higherend of
approval durations. Amore pronounced improvement
is evident in the median processing time, which

2019 2020 2021 2022 2023 2024

indicates that afew extreme outliers heavily influence
the average duration. Addressing these outliers and
systematically reducing such delays remains a key
challenge. The new coalition agreement explicitly
addresses additional measures to accelerate planning
and approval processes for infrastructure projects.'

13 Koalitionsvertrag zwischen CDU, CSU und SPD - 21. Legislaturperiode p.22.
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Figure 10: Status of onshore wind energy expansion in Germany in 2024, p. 20.

The megatrends of ecological and digital transformation are also reflected in investors' perceptions of the
investment environment across infrastructure sectors. Sentiment toward digital infrastructure is the most
favorable, with a total of 39% of investors rating the environment as “very positive”or “positive!”For renewable
energy, 25% of investors share at least an optimistic view. However, optimism is more restrained in this segment:
only 3% classify the outlook as “very positive,” while the largest share, 29%, considers the environment for
renewables to be “somewhat positive!

Infrastructure market environment by sector in 2024
“How do you currently assess the investment environment in the following Infrastructure sectors?”
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Figure 11: Assessment of the investment environment by Infrastructure sector. Source: BAl Investor Survey 2024.




3.2.2. Current Market-side Challenges

Daniel Tubik of GLS Investments argues that,
although there is a growing number of investable
renewable energy projects in Germany, these tend
to berelatively small compared to projects in markets
such as Spain or the United States, where projects
exceeding 100 MW are not uncommon. Smaller wind
and solar projects in Germany pose the challenge of
requiring significant investment costs for relatively
modest IRRs inan environment of rising interest rates.
Moreover,due diligence requirements apply equally
tosmalland large projects, further putting pressure on
returns. Large-scale projectsin Germany are hindered
by high capital requirements and complexapproval
processes, despite the existing investor demand for
such projects.

Tubik further identifies several market-related
challenges for infrastructure projects in Germany. In
the context of energy production, negative electricity
prices are becoming increasingly relevant, particularly
inthe solar segmenton very sunny days. Such effects
have so far been insufficiently accounted for in
many return models. While battery storage could
theoretically mitigate these price spikes, current
uncertainty makes it difficult to reliably assess risk-
return profiles: Storage technology is still maturing,
and numerous variable factors influence the revenue
side. Despite these uncertainties, political and societal
pressure toinvestin battery storage continues to grow.

Solar expansion and battery storage are mutually
dependent-both should be seen as endogenous
factors thatjointly shape market dynamics: Expanding
solar capacity increases the demand for storage
solutions, while the expansion of storage infrastructure,
through its price-setting and grid-stabilization
functions, impacts the risk-return profile of future
solarinvestments. In this context, grid infrastructure—
particularly substations—also holds high economic
significance, as it plays a central role in the efficient
expansion of a decentralized power system.

Expertinterviews overallindicate that, while windfarms
and solar energy have already become established
investments forinstitutional capital, thisis not yet the

caseformunicipal infrastructure, particularly electricity
grids and district heating systems.

3.3. Municipal Infrastructure

Municipal infrastructure refers to essential public
services and facilities provided by cities and
municipalities to ensure the functioning of daily life
within a community. This includes, among others,
technical infrastructure such as roads, bridges, and
public transportation (buses, trams); water supply
and wastewater management; energy supply
systems such as electricity and gas networks, and,
where applicable, local district heating; and waste
management services, including garbage collection,
recycling centers, landfills, and material recovery
facilities.

From the social infrastructure segment, municipal
educational and healthcare institutions —such as
schoolsand hospitals —are included. A third category
comprises municipal administrative buildings.

3.3.1. Municipal Budget Situation & Invest-
ment Needs

Rising social, personnel, and material costs pose
a long-term challenge for municipal budgets
and significantly limit the investment capacity of
municipalities. According to the KW Municipal Panel
2025, municipalities report an investment backlog
totaling€215,7 billion (at current prices), representing
a 15,9 % increase compared to the previous year.

The primary drivers of this development are
growing investment shortfallsin road and transport
infrastructure (+€9.7 billion to approximately €48.3
billion), school infrastructure (+€7.3 billion to around
€54.8 billion), and infrastructure for civil protection
(+€4 billion to roughly €16.3 billion). A key factor
contributing totheincreased investment backlog is
alsothe price trend in construction (see Construction
Price Index for Roads, Figure 12).
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Figure 12: Investment backlog of German municipalities. Source: KAW Municipal Panel 2024, 2025' Construction price index for roads, Q1 2018=100. Source: Federal Statis-
tical Office.”

More than half of municipalities cite insufficient own construction regulations, such as procurement
funds as the primary reason for not implementing procedures, and internal administrative barriers,
or only partially implementing projects (see Figure including staff shortages and a lack of digitalization.'®

13). Additional key challenges include complex

Monetary barriers to investment for municipalities
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Figure 13:Impact of monetary investment barriers on German municipalities. Source: KW Municipal Panel 2024."

3.3.2. Financing Structures & Role of Institu- models represent the standard approaches for

tional Investors municipal infrastructure projects, such as schools,
roads, or wastewater systems, where the public entity

Underthe prevailing traditional municipal financing bears the full risk in cases of sole ownership. Due to

model, infrastructure project financing is covered budgetary constraints, leveraging through additional

entirely through equity contributions from municipal debtis only possible to a limited extent.

utilities, public budgetary funds, or loans from public

lenders such as savings banks, KfW, or development The financing mix for municipal investments, as re-

banks, with no involvement of private capital. Those ported in the KW Municipal Panel 2025, indicates that

14 KfW-Kommunalpanel 2024, p. 15., KIW-Kommunalpanel 2025.
15 Statistisches Bundesamt 2025.
16 KIW-Kommunalpanel 2024.

17 KfW-Kommunalpanel 2025 p. 23.
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municipal loans (25%), cash reserves from the previ-
ous year (20%), subsidies (21%), and current general
cover funds (20%) comprise most financing sources.
Investments from private capital are not listed sepa-
rately and are categorized as “Other,’ representing
only 3% (see Figure 14).

Financing mix for municipal investments
19 3%

B Cash and cash equivalents from the previous year
M Current general cover funds
M Earmarked investment allocations
Subsidies
B Municipal loans
M Promissory note loans
H Other

Figure 14: Financing mix of municipal investments. Share of total investment vo-
lume as a percentage. Source: KIW Municipal Panel 2025

Giventhestrained budgetary situation of municipalities
described above, alternative financing models
involving private capital are becoming increasingly
prominent.

A small number of individual infrastructure projects—
such as municipal heating and mobility infrastructure,
including charging networks or district heating
systems-are being financed and implemented
via special-purpose vehicles (SPVs), supported by
institutional capital. Unlike traditional public-private
partnerships (PPPs, see Section 3.4.2), the private
partnerinthese modelsis not necessarily the operator
or the primary risk bearer. The role of the private
partner can be structured flexibly depending on the
project, ranging from a purely financial investor, such
asafund, to a strategic co-investor with operational
influence.

Andre Pfleger, Head
of Transformation
Financing at LBBW Asset
Management,  explains
that municipally affiliated
companies (“KNU"), such
as public utilities or special-
purpose associations, have
so far generally been in
a comfortable financial
position through their shareholders—often via
municipally guaranteed loans.

Andre Pfleger, Head
of Transformation
Financing, LBBW Asset
Management

The massive transformation driven by the energy
and heating transition will resultin municipal utilities'
balance sheets doubling or even multiplying in
the coming years. This creates an immense and
immediate financing need on the part of KNUs, which
cannot be met solely through internal financing or
capital injections from shareholders. Against the
backdrop of the generally strained fiscal situation
of municipalities, the involvement of private capital—
such asinstitutional investors or private individuals—
appears fundamentally necessary. A prerequisite for
this, however, is an adequate return on capital from
theinvestors'perspective, regardless of whether the
investment is structured as equity or debt.

Bringing both market sides together and finding
solutions that meet the requirements of both
parties represents the central challenge for asset
managers operating in this segment. Cases where
private investors play a key role in financing municipal
infrastructure in Germany are still the exception rather
than the rule.

The debtsideisalready better established for municipal
infrastructure investments, as banks, savings banks,
cooperative banks, and major commercial banks
often act as lenders at both the corporate level of
municipal utilities and the project level. This segment
already operates within a functioning market with
standardized financing instruments.

18 KW-Kommunalpanel 2025 p. 23.
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The greater bottleneck, however-and a relatively new
challenge-exists on the equity side. Many municipal
infrastructure operators can nolonger meet theirequity
needs solely through their existing shareholders. At
the same time, there are often significant differences
inreturn expectations between financing partiesand
investors due to differing backgrounds and interests.
Pfleger emphasizes that enhancing the equity base
of municipal companies is crucial to ensure overall
financial capacity and, consequently, the successful
implementation of investment projects.

Marc Gerards, Investment
Director, EB-SIM, argues
that municipal utilities—such
as city-owned utilities and
their network subsidiaries—
often struggle to attract
Marc Gerards, investors and private capital.
Investment Director, Ideally, — however,  new
EB-SIM structures could be created
for upcoming projects or expansion measures. For
instance, a municipal utility could bring in a new
external partner exclusively for a specific project. For
example, if a new residential district requires new
networks and facilities, it would be easier to justify
involving new partners who provide private capital
for that purpose.

3.3.3. Requirements, Motivation & Invest-
ment Willingness of Institutional Investors

Maximilian Cosack of HUK-COBURG Asset
Management outlines several reasons why
investments in municipal infrastructure in Germany
can be attractive for domestic institutional investors.
Akeyargumentisthe home marketadvantage:asan
institutional investor, one has a firm understanding
of thelocal environmentand access to informational
advantages that can be leveraged-similar to Real
Estate portfolios, which for German investors have
traditionally been heavily domestic. In contrast,
exposure to German infrastructure remains extremely
limited, with renewable energy investments—such
as photovoltaic and wind power-dominating, while
municipal infrastructure plays almost no role.

Cosack also highlights Germany’s financial strength
as a major factor supporting greater engagement.
As Europe’s largest and economically most stable
economy with a strong credit rating, Germany offers
reliable conditions, especially for cash flows that are
government-backed or supported. Political stability—
despite some recent uncertainties—is also seen asan
advantage, particularly in the context of long-term
infrastructure investments. Furthermore, Germany’s
support schemes have proven remarkably stable in




an international comparison, giving investors the
planning security they require—unlike in markets
such as Spain, where drastic policy changes have
occurred in the past.

Danny Tuchlinsky of Arzteversorgung Land
Brandenburg addsthat municipalinfrastructure can,in
principle, be highly attractive for institutional investors
because it represents classic “core infrastructure’
stable, long-term assets with predictable cash flows,
as typically found in utility networks. This makes the
segment broadly comparable to other established
infrastructure investments.

However, certain conditions must be met for
such assets to become viable investment options.
It is therefore crucial that the investments are
competitive compared to other infrastructure
offerings — particularly in terms of risk-return profile
and marketability. Tuchlinsky also stresses that for
Arzteversorgung Land Brandenburg, direct stakes
in specific municipal utilities are not an option, as
these would be too niche and insufficiently diversified.
Instead, structured and pooled solutions are required.

Maximilian Cosack of HUK-COBURG Asset
Management describes a fundamental tension
faced by locally anchored investors such asinsurance
companies. On one hand, there is a natural positive
home bias—a generally higher willingness to invest
in the domestic market, partly driven by a sense
of responsibility toward their own region. When
opportunities to invest in local infrastructure arise,
investors are therefore open to engagement, primarily
since proximity to municipal utilities or local authorities
often provides better access and reduces friction
compared to international large-scale investors.

Onthe otherhand, this positive regional orientation
must not resultin municipal infrastructure investments
being perceived merely as a form of subsidized
lending. These investments must be regular, market-
based transactions that are viable from a risk-return
perspective. However,due to structural factors, returns
are often not competitive.

In principle, municipal infrastructure could be an
attractive investment segment for institutional
investors, given government backing, long-term and
stable cash flows, and the benefits of local proximity.
Nevertheless, factors such as comparatively less
attractive risk-return profiles and limited marketability
currently prevent the full utilization of private capital’s
potential to close the existing financing gap.

Several factors make investments in municipal
infrastructure fundamentally attractive froman
investor’s perspective:

m Positive regional ties, informational advan-
tages, and local expertise

m Germany’s strong creditworthiness and eco-
nomic stability

m Stable, predictable cash flows

m Government backing through public owner-
ship.

However, these advantages are offset by
perceived challenges such as unattractive risk-
return structures, limited marketability, and
highly fragmented project structures.

3.4. Approaches to Improving Conditions
for Investments in German Infrastructure,
Particularly Municipal Infrastructure

To stimulate private investment in infrastructure
in Germany, it is essential to systematically identify
existing challenges and develop targeted solutions.
Based onexpertinsights, the following section outlines
potential leverstoimprove the framework conditions
for private capital in this sector. Within this context, we
discuss approachesaimed atenhancing investment
conditions for German infrastructure overall, with a
particular focus on municipal infrastructure."

19 The distinction between what constitutes municipal infrastructure is not always clear-cut.




3.4.1.The Infrastructure Special Fund and
Private Infrastructure Investments in the
Coalition Agreement of the New German
Federal Government

We begin by examining the new Infrastructure Special
Fund, which was approved on March 18,2025, by the
previous Bundestag through an amendment to the
German Constitution (Grundgesetz).°

Inits coalition agreement, the new federal government
emphasizes that a well-functioning infrastructure is
crucial for Germany’s prosperity, social cohesion,and
long-term viability. The special fund is intended to
serveasa“booster"toachieve this goal. The fund has
a total volume of €500 billion, of which €100 billion
is earmarked for federal states and municipalities,
which bear the bulk of investment responsibilities.
This allocation underscores the government’s
acknowledgment of the enormous financing needs
in the area of municipal infrastructure. An additional
€100 billionfrom the special fundis designated for the
Climate and Transformation Fund.In comparison,€150
billion from the federal share of the fund is scheduled
to finance infrastructure measures between 2025
and 2029. The coalition partners intend to define
priority sectors with significantinvestment needs and
ensure that an evaluation process accompanies all
measures. Furthermore, the increase in investment
volume is to be supported by accelerated planning,
approval, procurement, and tendering processes.
The agreement explicitly states that the fund should
“leverage private capital wherever possible.?™

Considering the overall investment needs for
infrastructure in Germany, the €100 billion allocated
to states and municipalities under the special fund
is currently insufficient to eliminate the investment
backlog, which municipalities themselves estimate at
€186 billion.? Overall, Germany's investment needs,
given the legally binding goal of climate neutrality
by 2045, are estimated—depending on the study and
definition—at between €1.1 trillion and €5 trillion.

According to KfW, only about 40% of this amount
can be covered by public funds.?® A recent study by
Prof. Dr. Lars Feld of the University of Freiburg projects
afinancing requirement of €400 billion over the next
ten years for highway, rail, and energy infrastructure
alone. Maintaining publicinfrastructure will therefore
only be feasible with the involvement of private
investment, with state-owned project companies
potentially contributing to the solution. In any case,
fund managers are expected to play a central role in
meeting these financing needs.*

Despite the introduction of the special fund, a
substantial need for private capital in Germany’s
infrastructure sector, particularly in  municipal
infrastructure, is expected to continue. Given the
enormous challenges Germany faces, it is crucial
to deploy the special fund as efficiently as possible
and combine it with private investment. This raises
the question of how such a combination can be
achieved and how the special fund might influence
the balance between public and private capital in
the infrastructure sector.

Akey consideration is that the special fund and private
capital should be strategically linked-using public
funds to leverage and mobilize private investment
in a targeted manner.

Andre Pfleger of LBBW Asset Management
considers the Infrastructure Special Fund potentially
highly relevant for amplifying the impact of public
funds through private capital. He argues that
government grants, risk assumption mechanisms,
liquidity support, or tax credits could help address
the primary issue: Germany'’s comparatively low risk-
return profile.

Pflegeremphasizes that such public measures could
bridge the gap between riskand return expectations,
thereby removing a key barrier to private investment
in municipal infrastructure. By deploying subsidies,
guarantees, and tax incentives, Germany could make

20 Bundeszentrale fiir politische Bildung (2025) - Grundgesetzdnderung fir Verteidigung und Sondervermégen.

21 Koalitionsvertrag zwischen CDU, CSU und SPD - 21. Legislaturperiode, p.52-53.

22 KIW-Kommunalpanel 2024.
23 Handelsblatt Research Institute (2024), KIW Research (2021).

24 Prof. Dr. Dr. h.c. Lars P Feld, Universitcit Freiburg & Walter Eucken Institut; Julia Braun, M. Sc., Walter Eucken Institut (2024).
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its infrastructure market more competitive on an
international level.

However, it is essential to note that German
institutional investors generally regard stable and
predictable regulatory frameworks as more important
location factors than direct state interventions.
Surveyed investors expressed a preference for
simple, reliable frameworks over complex or heavy-
handed government involvement.” The rationale
behind measures for state interventions, however,
could be to create positive dynamics and path
dependencies, supported by improvements in the
regulatory framework.

Another lever for deploying the special fund efficiently
is through risk-sharing mechanisms, one of whichis
discussed below.

Maximilian Cosack of HUK-COBURG Asset
Management advocates a situational, holistic
approach when combining public and private
financing sources. In his view, the special fund and
private investments should not be seen as mutually
exclusive but rather as complementary and closely
integrated. The objective is to use public funds as
efficiently as possible and leverage them by mobilizing
private capital. Since the special fund ultimately
consists of taxpayer money, there is a particular
responsibility to deploy it strategically—ideally in a
way that encourages complementary private sector
involvement.

Cosack points to existing European models such as the
European Investment Fund (EIF), which incentivizes
institutional investors by using so-called first-loss
components. These structures involve public funds
taking on the riskiest tranche of an investment,
thereby reducing residual risk for private investors,
as they would only bear losses after the public share
is absorbed. Comparable solutions—such as equity
funds supported by the special fund—could thus
Create attractive, risk-adjusted entry vehicles for
private investors.

The EIF uses first-loss components, whereby public
funds specifically cover the riskiest part of an
investment, thereby reducing the remaining risk for
private investors, as they would only be liable after
the state in the event of a loss.”

For the debt-financed Infrastructure Special Fund
to achieve maximum efficiency and help close the
investment gap-which is significantly larger than
the fund itself-the framework conditions are crucial.
These conditions must enable aninitial wave of public
investment and create path dependencies thatlead
to a permanently higher level of investment.

The coalition agreement, therefore, complements
the Infrastructure Special Fund with an“Investment
Offensive!” As part of this initiative, a Germany Fund
(Deutschlandfonds) is to “‘combine the strength of
private financial markets with the long-term strategic
approach ofthe stateasaninvestor’Atleast€10 billion
infederal equity will be provided through guarantees
orfinancial transactions. Additionally, private capital
and guarantees are to be used to leverage the fund's
resources to a minimum of €100 billion.

Designed asan umbrellafund with an"entrepreneurial
governance” model, the initiative aims to invest in
various modulesin the areas of growth and innovation
capital-particularly for SMEs and scale-ups-with a
strong focus on Germany.”

For the planned decarbonization of heat supply-a
subsegment of public infrastructure largely under
municipal responsibility—-the coalition partners
explicitly aim to involve private capital alongside
publicfunding.By creating greater legal certainty and
investment protection, they seek to stimulate investor
interest in this sector. To this end, key regulations
(such asthe AVB-FernwarmeVand WarmelieferV) will
be revised, and an unbureaucratic arbitration body
will be established to ensure transparent pricing and
thereby improve market efficiency.?®

25 BAl Infrastructure 2024, p. 27.
26 Cf: The new EIF AGRI guarantee facility: How it works and who can benefit.
27 Koalitionsvertrag zwischen CDU, CSU und SPD - 21. Legislaturperiode p.4-5.

28 1bid. p.35.
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Additionally, the coalition has recognized the
importance of capital market regulationin leveraging
private capital tofinance future-oriented infrastructure.
Accordingly,alegally secure and competitive European
framework for“fund investmentsin infrastructure and
renewable energy”is to be established, accompanied
by targeted adjustments to tax regulations.”

Whereas the coalition agreement of the previous
federal government with the so-called “traffic light-
coalition”(SPD/Greens/FDP) lacked concrete plans for
mobilizing private capital inthe infrastructure sector®,
there is now evident progress in terms of awareness,
with promising approaches outlined across several
areas. However, whatremains unclear—since itis not
explicitly stated in the coalition agreement-is the
extent to which these approaches will incorporate
the funds from the Infrastructure Special Fund.

Thenextstepistointerlinkthe various approaches
planned by the new government and to combine
public capital efficiently with private investment-
either through risk-sharing mechanisms or by
using public funds as a lever. At the same time,
an initial wave of public investment should aim
to create positive path dependencies that lead
to a sustained higher level of investment.

The special fund and the coalition agreement can,
in any case, generate positive momentum for the
municipal infrastructure sector. To achieve this, it
is essential to adopt pragmatic approaches and
incorporate the perspectives of institutional investors
and asset managers.

3.4.2. Public-Private Partnerships (PPP) as an
Instrument for Mobilizing Private Capital

From aninvestor’s perspective, according to Gregor
Kurth of Igneo Infrastructure Partners, investments
in municipal infrastructure in Germany represent a
promising opportunity—particularly in light of recent
legislative changes and the special fund for public

infrastructure financing, which allocates €100 billion
to federal states and municipalities for municipal
and state infrastructure projects. This change, as he
argues, provides greater financial flexibility and the
potential for increased public-private partnerships
(PPPs)in municipalinfrastructure projects by offering
asubstantial publicfinancing base. However, private
investors will continue to play a critical role in
closing financing gaps and contributing expertise
tocomplex projects. Kurth argues that the risk-return
profile of such investments is likely to improve as
the government strengthens its commitment to
infrastructure development and supports these
initiatives through regulatory measures.

PPPs, which are mentioned in the context of the
Infrastructure Special Fund, involve private capital
providers taking on not only financial exposure but
also operational responsibilities and risks—alongside
complex contractual frameworks and governance
issues. For large, capital-intensive, and technically
demanding projects, partnerships between
municipalities or federal states and private companies
can offer significant advantages.?'

Particularly in complexity management, public-
private partnerships offeradvantages, as the planning
expertise of the public partner is complemented
by the economic incentives driving the private
partner, which can enhance efficiency. A positive
example of a successful PPP is the conversion of the
former Unity Media headquarters in Cologne into
a secondary school, completed in less than two
years from application to completion.*? Conversely,
there are prominent negative examples, such as
Berlin Brandenburg Airport (BER), which was initially
designed as a PPP but was ultimately completed as
a fully public project after major delays and massive
cost overruns.®

Although studies indicate that with stronger political
commitment, PPPs could generate highly positive
macroeconomic effects, the trend in both the number

29 Ibid. p.49.
30 BAl Informationsbroschire Infrastruktur (2022), p.74-45.

31 Foran introduction to and classification of PPPs cf. BAl Informationsbroschire Infrastruktur (2022), p.45-52.

32 HIH Invest (2023).

33 Tagesschau: Staatliches Sondervermégen - Kbnnen private Partner die Infrastruktur retten? (2025).
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andvolume of PPP projectsin Germany has beenrather
unfavorable in recent years. One key factor shaping
this negative perception has been the criticism by
the Federal Court of Auditors (Bundesrechnungshof,
BRH) regarding PPPs in highway construction, which
significantly influenced public opinion. Additionally,

bureaucratic hurdles have historically represented a
central obstacle to the broader implementation of
PPPs.3*The number and volume of PPPs in Germany
have stagnated at a low level, exceptin 2020, when
a significantincrease in volume was recorded in the
road construction sector (see Figure 15).

PPP in Germany
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Figure 15: Investment volume in public-private partnerships in building construction and road construction, cumulative number of projects, 2002—-2019. Source: PPP Project

Database*

The limited relevance of PPPs in Germany is also
reflected in the fact that only 14.9% of respondents
in the BAI Investor Survey 2024 reported having
invested in PPPs (see Figure 16). According to Dimitri
Mavridis of Pregin, institutional investors in Germany
are significantly more cautious toward public-private
partnerships compared to their counterpartsin other
European countries. Only about 31% of investors in
Germany express openness to PPPs—a markedly
lower share than, for instance, the United Kingdom,
where approximately 83% of investors are supportive.
Mavridis attributes this reluctance to factors such as
low market penetration, cultural reservations,and a
more restrictive regulatory environment.

Are you invested in public-private
partnerships (PPPs) in Germany?

M Yes

B No

Figure 16: Share of infrastructure-invested respondents with investments in pub-
lic-private partnerships (PPP) in Germany. Source: BAl Investor Survey 2024.

A study by the ifo Institute identifies transparency
as a key factor for the success of PPPs, noting that,
despite progress in Germany, there remains significant
room for improvement. The authors recommend
optimizing PPP planning phases by emphasizing
clear evaluation criteria, providing timely feedback
to bidders, utilizing standardized documentation,

34 BAl Informationsbroschdire Infrastruktur (2022), p.45-52.
35 Offentlich Private Partnerschaften — PPP-Projektdatenbank.
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and simplifying bureaucratic processes to facilitate
access for smaller providers. Greater overall process
transparency could help minimize conflicts and
reduce information asymmetries. The study also
recommends the involvement of multiple oversight
bodies to enhance governance and accountability.®

In the previous government'’s coalition agreement, it
wasemphasized that, forinfrastructure projects related
to core state responsibilities, both implementation
and financing should fundamentally remain under
public control*” The new coalition agreement,
however, signals a shift in this stance. For transport
infrastructure, it introduces a “three-pillar model”
comprising budgetary funds, user-based financing,
and private capital-such as through PPPs, albeit on
alimited scale. In this context, Autobahn GmbH s to
be granted limited borrowing capacity and provided
with access to truck toll revenues.®

It remains to be seen whether the expectation
expressed in the expert interviews—that the
Infrastructure Special Fund could also increase the
role of public-private partnerships (PPPs) in Germany-
will ultimately materialize.

Stronger political support for PPPs—treating them
asan open-ended financing option for municipal
infrastructure projects-could enhance both the
flexibility and the financial feasibility of projects
in this sector. Standardized documentation
and reduced bureaucracy could improve the
transparency of procurement and procedural
workflows, thereby increasing both the efficiency
and the societal acceptance of PPPs.

3.4.3. Barriers and Improvements in Investor
Supervisory Regulations

The political initiatives discussed so far, as well as
the measures outlined in the coalition agreement,
primarily aim to improve the supply-side conditions
for investable infrastructure projects in Germany—
specifically, by facilitating greater involvement of
private capital in domestic infrastructure projects.

Thelimited supply of investable infrastructure projects
is almost certainly the key bottleneck to increasing
infrastructure investment in Germany.*

Additionally, investors face allocation constraints
within alternative asset classes, which can influence
demand for German projects and potentially limit
the overall potential for infrastructure investments.
Closely related to this are investor supervisory
regulations, which governinvestments either directly—
through quotas—orindirectly, via mandatory capital
requirements, depending on the investor type and
asset class.* Demand-oriented measures to increase
overall infrastructure investment do not necessarily
translateinto higherinvestmentin German projects.
However,when combined with supply-side measures,
they can serve as key componentsin mobilizing more
institutional capital for infrastructure in Germany.

36 David Gstrein, Elena Herold, Florian Neumneier, Niklas Potrafke, Tuuli Téihtinen, Pascal Zamorski: Transparenz bei Offentlich-Privaten Partnerschaften (2024), Ifo-Institut.

37 BAl Informationsbroschdire Infrastruktur (2022), p.74-45.

38 Koalitionsvertrag zwischen CDU, CSU und SPD - 21. Legislaturperiode p.25.
39 Cf. BAl Infrastructure (2024).

40 Cf. BAl Investorenaufsichtsrecht (2025).
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3.4.3.1. Qualified Infrastructure Investments under
Solvency |l

In this context, the new government intends to
advocate for an amendment to the Solvency I
regulation to reduce capital requirements for
investments in infrastructure projects and venture
capital by large insurers. Such a reform could unlock
the potential for additional multi-billion-euro
investments in these sectors.”!

Inexpertinterviews, the area of qualified infrastructure
was frequently identified as a key areaforimprovement
under Solvency Il concerning infrastructure
investments.

Since 2009, large insurers have been subject to the
EU Solvency Il Directive, which requires them to
calculate their Solvency Capital Requirement (SCR)
using a standardized formula. This regulation aims
to protect insurers from insolvency by taking into
account the material risks of their business operations.
The amount of required capital depends onthe type
of assets held. In addition to capital requirements,
insurers must apply a look-through approach for
assessing market risk and comply with quantitative
reporting obligations to supervisory authorities.

However, since 2016, regulatory relief has been
granted for investors in Infrastructure Equity and
Debt under Solvency Il. Certain assets can be explicitly
classified as“infrastructure investments, resulting in
reduced SCRrequirements.Thisis particularly relevant
for insurers with low equity ratios. Tokarevich and
Dusterlho (2017)* demonstrate that insurers can
lower their SCR by up to 18 percentage points for
Infrastructure Equity and up to 16 percentage points
for Infrastructure Debt, significantly expanding their
capacity for such investments.

"

Foranasset to qualify asan‘infrastructure investment
under Solvency II, a preliminary assessment and an
independent, conflict-free validation are required.
This involves extensive analysis, including formal
compliance checks, a thorough review of the
financial model, and stress testing of the investment.
Furthermore, investors must assess the suitability of
the investment, for example, in terms of asset-liability
management considerations.”®

Sascha Beisheim, Senior
Institutional Business
Development Director
at Igneo Infrastructure
Partners, explainsthat,based
ondiscussions with Solvency
Il investors, the concept of
supporting investments in
qualified infrastructure is
well-intentioned and sends
the right signal. However, in practice, it ultimately
depends on the individual investor’s ability to meet
the relatively high requirements.

Sascha Beisheim, Senior
Institutional Business De-
velopment Director, Igneo
Infrastructure Partners

According to regulatory guidance, the responsibility
lies with the company — in this case, the investor
— to conduct thorough due diligence and ensure
continuous monitoring to comply with the principle
of prudent person management. Additionally,
investors allocating to infrastructure must have the
necessary personnel and technical expertise to meet
these regulatory obligations.

41 Koalitionsvertrag (2025). p.4-5.

42 Tokarevich, Jegor; Disterlho, Jens-Eric von (2017): Qualifizierte Infrastrukturinvestitionen fiir VAG- Investoren. In: Absolut Report (01), p. 30-35.
43 BAl Informationsbroschdire Infrastruktur (2022), p. 32-33.
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In discussions with small and mid-sized Solvency Il
investors, it became evident that they rarely benefit
from the reduced capital requirements for ‘qualified
infrastructure” The main reason is that these inves-
tors typically invest via fund-of-funds structures to
achieve the desired diversification across countries
and sectors. However, the effort required to conduct
detailed due diligence on every single portfolio com-
panyacross allunderlying funds — the so-called “look-
through-through” approach — is prohibitively high.
Asaresult, the supervisory requirements for verification
cannot be met, meaning that the full capital charge
must be applied.

Sascha Beisheim, Senior Institutional Business
Development Director, Igneo Infrastructure
Partners

Kathrin Schmidt,
Portfolio Manager at GVV
Kommunalversicherung
VVaG, emphasizes that
_ investments in qualified
'\ ) b infrastructure  can  be
challenging,  particularly
due to the reliance on the
quality of TPT (Tripartite
Template) data provided by asset managers. If the
data documentationisinsufficient, investments may
not qualify as“infrastructure”under Solvency Il, which
would significantly increase the capital requirements
for the insurer. She suggests improving the quality
and consistency of TPT data delivery as a key measure
to address this issue, facilitate the classification of
investments as qualified infrastructure, and thereby
reduce the capital burden.

Kathrin Schmidt,
Portfoliomanagerin, GWW
Kommunalversicherung

Jegor Tokarevich, CEO
of Substance Over Form
Ltd, clarifies: “The TPT
includes a single data point
for the QI classification. In
our experience, GPs who
conduct comprehensive QI

Jegor Tokarevich, .
CEO, Substance Over assessments typically have
Form Ltd. nodifficulty filling in this data

point within the TPT. In my view, this TPT data point
poses no major challenge for GPs, as it essentially
consists of a single, straightforward entry with basic
information.

The problem, therefore, is often not the TPT itself.
Instead, itis the preparation and review of extensive
documentation (10-30 pages per asset) that creates a
significant operational burden.While the TPT may only
contain asingle value, the investor must receive and
verify amuch largeraccompanying set of documents
before the value reported through the TPT can be
accepted.”

Philipp Kratzer, Head of
Alternatives Strategy &
Advisory at MEAG, explains
that under Solvency II, it is
particularly  challenging
to classify infrastructure
investments as‘qualified”on
the equity side—primarily due
toMEAG's strictinterpretation

Philipp Kratzer, Head of
Alternatives Strategy &
Aavisory, MEAG

of regulatory requirements. The firm emphasizes
a conservative approach and close adherence to
statutory provisions, which makes qualifying equity
transactions under this structure more difficult.

On the debt side, however, their investments more
frequently meet these criteria, and MEAG actively
reports this to institutional clients, as it is often
requested. Nonetheless, Kratzer notes that achieving
“qualified”status forinfrastructure investments under
Solvency Ilis regarded more as a“nice to have'rather
than the main motivation for investing. The primary
focus remains on the fundamental value of the
underlying assets rather than solely on regulatory
classification.

Regarding qualified
infrastructure  (Ql) under
Solvencyll, Armin Beerwart,
Head of Private Markets at
W&W Asset Management
GmbH, explains that their
infrastructure investments
aregenerally maderegardless
of whether they qualify as QI
or not. Both approaches—booking as Ql or non-Ql-
are possible, although QI status under Solvency |l
is naturally considered advantageous due to the
reduced SCR requirement.

Armin Beerwart, Head
of Private Markets, W&W
Asset Management




At W&W, a process for verifying QI eligibility has
been in place for many years, both at the time of
investment and continuously during the holding
period. However, this process is complex and time-
consuming. Fordirect or co-investments, verification
and monitoring are still relatively manageable. The
challenge becomes significantly greater in highly
diversified fund portfolios, which are subject to
frequent changes—such as new investments during
the commitment period and subsequent exits.

While some fund managers provide pre-prepared QI
assessments, which are highly helpful, a simplification
for diversified fund investments would be very
desirable from an investor's perspective.

Regarding the support provided by fund managers
in QI verification, Sascha Beisheim of Igneo
Infrastructure Partners argues that, although
investors can outsource the preliminary review to
external partners, the regulator requires that the final
assessment be conducted by the investor itself.

Jegor Tokarevich of Substance Over Form adds:
“External service providers can significantly ease the
process by preparing the asset review in collaboration
with the GP. This enables the investor to review the QI
documentation received from the GP and make the
classification much more efficiently.”

In summary, qualifyinginfrastructureinvestments
as Ql is a valuable approach to increasing the
potential forinfrastructure allocationsin Solvency
Il investors’ portfolios. However, in practice, it is
associated with substantial operational complexity
and effort-especially for fund investments and
equity exposures. These challenges could be
mitigated through improved data delivery and
professional external support.Whetherand how
theseinvestor suggestions can be translated into
concrete regulatory improvements remains an
open question, given that the existing regulation
was the result of extensive deliberation and
consultation.

3.4.3.2. Infrastructure Quota in the Investment Ordi-
nance (AnlV)

Regardingthe promotion of infrastructure investments
by pension schemes (Versorgungswerke) or smaller
insurers, a recent positive development occurred in
February under the remaining red-green coalition
partners of the previous government. This step
addressed long-standing demands from industry
associations. Pension funds are generally subject
to various state-level regulations, which are partly
aligned with federal requirements but may vary
across states. These rules governing diversification
andallocation aim to ensure adequate risk spreading.
However, Infrastructure investments are not explicitly
listed as a separate category in the applied regulatory
framework. Since they are often made via equity
or debt participation, they fall under the quota for
risk-bearing investments, which is generally limited
to 35% of secured assets, with an additional 5%
permissible under related quotas (e.g., Real Estate).
Direct investments may alternatively be counted
within the Real Estate quota.

The debate on introducing a dedicated Infrastructure
quota for pension funds began following the
introduction of such a quota in North Rhine-
Westphalia in 2021, inspired by the European
Solvency Il frameworkforinsurers concerning qualified
infrastructure.*

The Federal Ministry of Finance (BMF), in its Eighth
Ordinance Amending Regulations underthelnsurance
Supervision Act (8. VAGVANdV), closely aligned with
the approach taken in North Rhine-Westphalia. At
the core of thisamendment is the introduction of a
new infrastructure quota, allowing for investments
of up to 5% of secured assets specifically dedicated
to infrastructure projects.®

The separate diversification quota applies to both
directandindirect investmentsininfrastructure and
does not counttoward existing diversification quotas,
which are often already exhausted by illiquid assets.

44 Cf. BAl Informationsbroschtire Infrastruktur, p.33-35, (2022).

45 Bundesgesetzblatt, Achte Verordnung zur Anderung von Verordnungen nach dem Versicherungsaufsichtsgesetz (2025).
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This measure aims to enhance legal certainty, reduce
competition between different asset classes within
asset allocation, and increase flexibility in capital
investment. Importantly, the infrastructure quota
is not part of the risk-bearing investments quota.
Additionally, the overall risk-bearing investments quota
has been raised from 35% to 40% of secured assets,
allowing existing sub-quotas within this category
to be utilized more effectively. The new regulation
isintended to create incentives forincreased private
investmentininfrastructure projectsand companies.*

Figure 18:Would you invest morein infrastructure with
a nationwide infrastructure quota in the Investment
Ordinance, following the example of NRW? Source:
BAlInvestor Survey 2024.

Investors subject to the investment
ordinance (AnlV) who would increase their
Infrastructure investments if a dedicated
Infrastructure quota were introduced

HYes MNo

Figure 17: Would you invest more in Infrastructure with a nationwide Infrastruc-
ture quota in the Investment Ordinance, following the example of NRW? Source:
BAlInvestor Survey 2024.

perhaps

According to the BAl Investor Survey 2024, 51.7% of
respondents subject to the Investment Ordinance
(AnlV) stated that they would increase their
infrastructure investments if an infrastructure quota
similarto thatintroduced in North Rhine-Westphalia
wereimplemented. An additional 31% indicated that
they might”perhaps’do so (seeFigure 17). These figures
demonstrate that there is considerable potential for
additional infrastructure investment that such a quota
could unlock. However, the actual impact would vary
depending on each investor's existing allocation and
individual regulatory and portfolio constraints.

Danny Tuchlinsky, Arzteversorgung Land
Brandenburg, explains that hisinstitution currently
allocates around 10% of its assets to infrastructure—a
level regarded as “very adequate and satisfactory”
within the existing allocation strategy.

Regarding whetherthe new infrastructure quota could
enable additional investments—particularly in German
infrastructure—he remains cautious for now, noting
that much depends on the specificimplementation of
regulations.Key questionsinclude what requirements
BaFin will impose regarding investment guidelines
and how the respective state supervisory authorities
will interpret these new rules.

He also points out that his pension fund introduced
adedicated”sustainable infrastructure quota”several
yearsagoin consultation with its supervisory authority.
At present, he sees no urgent need to expand the
infrastructure quota further. Nevertheless,asagrowing
institution with positive contribution balances, new
allocation opportunities will continuously emerge,
andtherole of infrastructure investments could evolve
accordingly.

The potential of the new quota lies particularly
in its design as an “overflow quota,” meaning it
does not have an exclusivity constraint relative
to other quotas. Investors can therefore allocate
infrastructure under different categories as well,
so the impact on additional investments is not
limited to just five percent. Positive experiences
with the quota in North Rhine-Westphalia
highlight its capacity to stimulate greater
infrastructure investment. Expert assessments
suggest that the legislator is sending a positive
and vital signal with this measure.”’

3.4.4. Overcoming Scepticism Toward
Private Capital and Addressing Negati-
ve Experiences

In addition to structural and regulatory barriers to
infrastructure investments, discussions frequently

46 Neue 5%-Infrastrukturquote: Gednderte Anlageverordnung erleichtert Infrastrukturinvestitionen, Deloitte (2025).

47 Infrastrukturquote fir alle!, DPN (2024); Nachgehakt: Was bringt die neue Anlageverordnung?, DPN (2025).
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highlighted informal or“soft"factors. Afundamental
prerequisite is the existence of a broad societal
awareness of the necessity to utilize private capital
in municipal infrastructure.

However, during the 2000s—particularly in sectors
such as water utilities—=many municipalities had
negative experiences, which in some cases solidified
unfavorable perceptions.

A 2013 meta-study by the Scientific Service of the
German Bundestag summarizes the debate on
the privatization and liberalization of water supply
in Germany since 2000. The academic literature
presents a mixed picture regarding the efficiency of
privatization; observed advantages and disadvantages
vary significantly depending on the municipality and
region where privatization has occurred.

Proponentsargue that privatization has led to efficiency
gains and price reductions, and that environmental
impacts can be effectively controlled through legal
regulations. However, a majority of studies reach a
negative conclusionin eitherindividual case studies
or quantitative cross-sectional analyses. Critics argue
that price reductions largely failed to materialize, while
privatization in industrialized countries brought no
significant efficiency improvements. Furthermore,
without a strong focus on the common good, the
risk of negative environmental impacts increases.*®
The study further cites case examples of water supply
privatizationin Berlin, Potsdam, other municipalitiesin
Brandenburg, Hamburg, and Wetzlar, where negative
experiences were reported. Key issues identified
included a lack of transparency in contract design—
particularly concerning profit guarantees—the loss of
municipal control, and price increases. However, it
remains unclear whether privatization was always the
direct cause of these outcomes. In some cases, the
study also observed long-term financial burdens on
municipalities, such as those arising from subsequent
buybacks of privatized assets. Moreover, proceeds
from privatization were often used by municipalities

forbudget consolidation rather than for reinvestment,
thereby depleting long-term equity reserves.*

Public opinion on private capital and the privatization
of municipal infrastructure in Germany is often
negative. The share of private capital has historically
fluctuated in cycles, with recent years showing a
noticeable shift back toward greater state involvement.
Positive examples differ from negative ones primarily
in the extent to which the public was engaged in
decision-making and broad citizen participation was
ensured. These factors have proven critical infostering
transparency, trust,and acceptance of private sector
involvement in public infrastructure >

In the area of municipalinfrastructure, the significant
scepticism toward the use of private capital plays a
key role. This scepticism has been identified as one
of the reasons for the so-called reverse home biasin
infrastructure investments by German institutional
investors, who often prefer foreign infrastructure
projects over domestic ones.”

Empirical evidence on the effects of privatization
in the municipal sector in Germany does not fully
align with the generalized criticism often expressed
in public opinion. A 2011 study by the Monopolies
Commission revealed that municipal utilities were
the cheapest electricity provider in only 109 out
of 7,323 postal code areas. This finding indicates
competition-reducing effects and entry barriers
for new private market participants.>> An example
illustrating how misconceptions about the effects of
privatization in the municipal sector arise is the partial
privatization of Berlin's water supply. Following the
partial privatization, water prices increased, prompting
public pressure that led to full re-municipalizationin
2013.However, the price increases were not caused
by privatization itself. Instead, they resulted from
state-guaranteed returns, which were necessary to
attract private investors and secure the short-term
capital inflow desired by the Berlin Senate. Because
the city retained a majority stake of 50.1%, private

48 Wissenschaftliche Dienste des Bundestags: Privatisierung der Wasserversorgung und ihre Folgen in ausgewdhlten EU-Staaten (2013), p. 17-21.

49 Ibid. p.40-50.

50 Cf. Deutschlandfunk 2022.
51 Cf BAlInfrastructure 2024.
52 Monopolkommission, Wettbewerbsentwicklung mit Licht und Schatten, Sondergutachten 59, Bonn 2011, p. 290 ff.
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investors’ control and influence were significantly
limited. To compensate, guaranteed returns were
offered asan incentive. This arrangement also meant
that positive effects—such as efficiency gains—failed
to materialize. The inability to achieve sufficient
returns to cover guaranteed interest ultimately led
to higher prices being passed onto consumers.>*This
example illustrates how incomplete privatizations—
orinefficientallocations of responsibilities between
private and public actors combined with poorly
designed incentive structures—can be a root cause
of the negative public perception.

It is essential to learn from past experiences and
ensure that the public is more effectively engaged
in future private-sector participation in municipal
infrastructure projects.

Marc Gerards, Investment Director at EB-SIM,
argues that more positive examples of private capital
involvementin essential public services are needed.
Pensionfundsor church-based investors, he explains,
do not seek operational control over electricity grids,
heating, or water supply in municipalities. Instead,
the operational responsibility should remain with the
local utility’s expertise and decision-makers, while
new project partners primarily take on the role of
financing the energy transition.

This model can work not only for debtfinancing but
also forequity investments, enabling municipalities
to access equity capital and implement projects
of significant scale—projects that would otherwise
be impossible due to financial constraints. “For the
public, this creates added value, while operational
control over the project remains with the existing
leadership of the municipal utility, Gerards notes. Such
positive examples, he argues, could encourage more
municipalities to adopt these models.

From pastdiscussions and experiences, itbecomes
clear thatany reforminitiative aimed atimproving
theuse of private capital in theinfrastructure sector
must focus on citizen participation. Particularly
in the field of municipal infrastructure related to

publicservices, itis fundamentally vital that the
population perceives added value. Privatizations
driven solely by the pursuit of maximum profit,
withoutinvolving and engaginglocal residents,
tend to encounter strong resistance. When
utilizing the infrastructure special fund, this
aspect should be carefully considered to generate
positive spillover effects.

3.4.5. Improving Structural and Proce-
dural Frameworks

In addition to avoiding past mistakes in private
investments in municipal infrastructure, it is crucial
to improve the specific conditions that make
private investment technically feasible. This requires
addressing project structuring and strengthening
overall capital market readiness.

Andre Pfleger of LBBW Asset Management
emphasizes that beyond the willingness of municipal
decision-makers, there must also be the capability to
structure projects in a way that makes them capital
market-ready. A prerequisite is robust planning—for
both equity and debt financing. Investors require a
clear risk profile and a transparent business model.

53 Michael Eilfort, Benjamin Jursch, Aus Politik und Zeitgeschichte/bpb.de. Zur Privatisierung von Infrastruktur. Staat im Vorteil (2017).
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Pfleger sees a particular need for new approaches
in the equity segment, as there is currently a lack of
effective mechanismsto bridge the gap between private
investorsreturn expectationsand the target structures of
municipal enterprises. Overcoming the strict separation
between public and private capital is essential.

As a potential solution, he points to proven structures
from other infrastructure sectors—such as pooling
investor capital through asset managers with
mandate-based allocation. These structures could be
supported by targeted measures, such asgovernment
subsidy programs, low-interest KfW loans, guarantees,
or even direct co-investments by development
banks. To further incentivize private participation,
tax incentives—modeled after U.S.-style tax credits—
could also be considered.

However, the financing aspect is only part of the
challenge associated with the transformation
task. Pfleger also highlights regulatory hurdles,
particularly in permitting and planning processes,
asacentral barrier, along with material and personnel
bottlenecks during the planning, procurement, and
construction phases. These constraints affect both
municipal enterprises and their service providers in
implementing transformation plans. Amore balanced
investmentramp-up could already provide significant
relief without calling into question the overarching
transformation objectives.

Further challenges for investments in municipal
infrastructure include alack of resources and technical
expertise within municipalities, as well as the small-
scale nature of projects. This fragmentation makes
project bundling a practical solution.

Sebastian Carneiro, CEO
& Co-Founder of Solas
Capital AG, provides
a concrete model and
example: “The revised EU
Energy  Performance  of

Buildings  Directive (EPBD)
Sebastian Carneiro, CEO& d h hased
Co-Founder; Solas Capital -~ 'MA"N ates  the  pnhase
AG renovation of the worst-
performing buildings and aims to achieve an almost
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climate-neutral building stock by 2050. Meeting these
targets requires the deployment of efficient energy
technologies, with photovoltaic systems, heat pumps,
and storage solutions proving particularly practical and
economically viable. Moreover, public authorities are
required toimplement these measures within shortened
timelines, facing significant challenges in doing so. Many
municipalities lack not only the financial resources but
also the personnel capacity and technical expertise to
carry out such renovation projects independently.

Energy Performance Contracting (EPC) offers a practical
solution in this context: an external service provider—
typically a specialized energy services company or
investor-plans, finances, andimplements the renovation
measures atitsownrisk. Theinvestment costs are repaid
through contractually guaranteed energy cost savings.
However, a key prerequisite for this modelis the bundling
of multiplesmaller projects to create economically viable
volumes, thereby attracting the interest of institutional
investors.”

While some municipalities can finance street lighting
projectsthrough subsidies orinternal funds, others rely
on models such as Energy Performance Contracting.

Sebastian Carneiro notes that in recent years, his
company has participated in numerous municipal
lighting projects across Europe-both as part of
comprehensive energy-efficiency programs and
as standalone modernization initiatives. EPC, he
argues, offers significant potential for energy savings,
emissions reduction, and urban renewal. However,
challenges arise from complex procurement processes
and the technical integration of new systems into
existing infrastructure.

Project bundling can be seen as a prerequisite for
standardization. At first glance, standardization
appears to conflict with one of the main drivers and
advantages of municipalinvestments: the importance
of local proximity and the motivation of German
investors to invest in local infrastructure, leveraging
their informational advantages (see section 3.3.3).




Maximilian Cosack of HUK-COBURG Asset
Management argues that regional proximity to
municipalities can indeed be advantageous for
accessing municipal infrastructure—for example,
through established relationships or reduced
resistance in the investment process. However, he
does not see this as incompatible with the need for
greater standardization. Onthe contrary, he advocates
moving away from overly granular thinking and
viewing regional proximity in terms of a nationwide
domestic market forinfrastructure investments.What
matters, he stresses, is having unified structures and
processes along which municipal infrastructure
projects can be executed.

Standardization, in this context, is key: there must be
clear frameworks for structuring project financing,
defining the characteristics of unsecured municipal
bonds, and designing equity investments—whether
through SPVs or direct balance sheet entries. Only
once such standards are in place can institutional
investors invest efficiently and with reduced risk.
Currently,each municipality and each project requires
a bespoke approach, which is not only time- and
cost-intensive but also makes risk-return profiles less
attractive.

According to Cosack, such standardization would
lower due diligence costs, reduce uncertainties, and
mitigate market inefficiencies. Ultimately, this would
notonly improve overall investment conditions but
also make municipal infrastructure investments far
more appealing to institutional investors.

From the interviews, a series of measures
can be derived to improve the structural and
procedural conditions for investments in
municipal infrastructure. As discussed above,
improvements to regulatory frameworks-such
as planning and permitting processes and public
procurement law-are already being partially
addressed by policymakers (see section 3.4.1).In
addition,enhancementsto the taxframework and
targeted government support programs could
serve as key levers for mobilizing private capital.

Expertsinterviewed seesignificant potentialin bund-
lingand standardizing projects to achieve economi-
cally viable scales. Key elements include standardi-
zingfinancing structures (e.g., bonds, SPVs, balance
sheetinvestments)and developing uniform process
standardsfor planning, procurement,andimplemen-
tation. Centralized platforms could reduce complexi-
ty in procurement processes, while tailored models
such as energy performance contracting could im-
provethealignmentbetween municipal needsand
institutional investors'requirements.

3.4.6. Learning from Other Countries - The
Comparison with France

In the context of improving conditions for investments
in municipal infrastructure in Germany, it is also
essential tolook beyond national borders and consider
frameworks in other countries. The United Kingdom
was frequently cited in interviewsas a positive example
for the effective implementation of public-private
partnerships (PPPs). Additionally, France-with its
highly centralized state structure—offersaninteresting
case study for standardizing municipal infrastructure
projects to improve investment conditions.

Maximilian Cosack of HUK-COBURG Asset
Management emphasizes that the recent positive
momentum for municipal infrastructure investments—
sparked, forexample, by the discussion around a special
infrastructure fund-must now be urgently translated
into concrete measures. A nationwide, unified approach
iskey.The currentfederal system, in which each German
state pursuesits own strategy, significantly hinders the
efficient implementation of policies.




Cosackadvocates for greater centralization and points
to France as a model. Roughly a decade ago, France
introduced a clear, centrally mandated rollout plan
for fiber-optic infrastructure, dividing regions and
systematically awarding concessions. The result:
a significantly higher expansion rate and far less
complexity forinvestors. In contrast, Germany’s market
remains highly fragmented, leading to inefficiencies
and creating substantial obstacles—and “many
headaches’—for investors.

The organization of municipal capital investment
in France differs significantly from that in Germany.
While Germany involves multiple federal layers, in
France, responsibility for essential infrastructure—
such as schools, hospitals, public lighting, and
waste management-rests clearly with municipalities
operating within a centrally regulated system.

Thefollowing section uses the example of Infrastructure
Debt investments to illustrate which factors within
France’s centralized system have a positive impact
on municipal infrastructure investment.

Stanislas Boutmy, Head
of Public Sector Finance
at Sienna Investment
Managers, explains that
institutional investors'access
to municipalinfrastructurein
France is closely linked to a
high level of fiscal security.
Under French law, the
repayment of municipal

Stanislas Boutmy, Head
of Public Sector Finance,
Sienna Investment
Managers

debt is classified as a mandatory expenditure. If a
municipality fails to meet its payment obligations,
the creditor can appeal to the prefect, the state’s
representative, who is authorized to enforce the
necessary transfers from the municipal budget to
ensure repayment.

Furthermore, municipalities receive monthly transfers
from the state to cover essential expenditures such
as personnel costs and debt service, making default
virtually impossible. In contrast, the German federal
governmentlimitsitsroletolegal supervision, whilethe
states may exercise substantive oversight-reflecting
adifferent model of municipal autonomy. Within this
legally secure framework, debt financing serves as
a particularly viable instrument, with approximately
26% of all municipal investments in France being
financed through loans (@mounting to up to €27
billion annually in 2024).

Pascal Jolly, Senior Advisor
for Public Sector and
Infrastructure at Sienna
Investment  Managers,
adds that the French
system benefits not only
from strong fiscal security
but also from a high
degree of standardization
and  "mutualization” As
investment volumes have grown and technical
standards tightened over recent decades,
municipalities have increasingly pooled their projects—
forexample, byjointly developing waste management

Pascal Jolly, Senior
Advisor, Public Sector and
Infrastructure, Sienna
Investment Managers




facilities across multiple départements. European
regulatory requirements further reinforce this trend.

In parallel, a centrally organized civil service with
uniform career paths for municipal and regional
administrative staff facilitates seamless knowledge
transfer. Senior public officials rotate regularly between
municipalities, regions, and specialized authorities,
ensuring that best practices are disseminated
systematically.

Credit agreements themselves are typically very
concise—around ten pages-thanks to the Code
Général des Collectivités Territoriales, which legally
standardizes many contractual provisions.

Projects in the €5-20 million range represent the
“sweet spotfor private lenders, according to Stanislas
Boutmy and Pascal Jolly: they are large enough to
achieve efficiency through scale, while remaining
directly linked to the tax-guaranteed revenue streams
of municipalities. This combination-mandatory
repayment obligations, monthly state transfers, and
clearly defined project sizes—makes France’s municipal
lending market remarkably predictable and robust
for investors.

In summary, Germany can learn from France in
several key areas: strong central-state repayment
guarantees, standardized project structuring,and
the strategic use of economies of scale through
project bundling, also known as“mutualization.”
Legally codified contract templates in France
typically allow municipal loan agreements to
be no more than ten pages long.

Additional advantages include a centralized
administrative culture with systematicknowledge
exchange among municipalities, and the
high share of debt financing in infrastructure
investment-around 26% of municipal projectsare
financed through loans.Thesefactors significantly
reduceinvestorriskand enhance the bankability
of municipal infrastructure projects in France
compared to those in Germany.

Although conditions in a federal system like
Germany’s are inherently different and cannot
be fully replicated, it is possible to adopt key
lessons from centralized systems by promoting
interregional cooperation and implementing
standardization across federal states.




mm 4.Conclusion

Current data highlights the significance and growing relevance of infrastructure
within German institutional portfolios. However, compared to international bench-
marks, private capital-particularly in the municipal infrastructure segment-still

plays a subordinate role.

For a long time, policymakers in Germany
underestimated the importance of private capital
inthe country’sinfrastructure sector. Today, however,
a clear shift in mindset is evident. Reforms aimed
at streamlining permitting procedures have already
generated positive momentum in the renewable
energy sector, despite ongoing market-side
challenges. The Federal Government’s investment
initiative and the €500 billion infrastructure special
fund represent strong positive impulses. These can
be optimized through a well-coordinated interplay
of public and private capital.

Nevertheless, these encouraging steps should not
lead to complacency. Continued efforts in reducing
bureaucratic hurdles remain crucial. Additional
measures and organizational improvements are
urgently needed. Bundling and standardizing
municipal infrastructure projects—potentially through
theinvolvement of state-owned project companies—
offers significant potential for improvement.

Ultimately, examining successful European examples
beyond Germany’s borders can offer valuable insights
and best practices for advancing progress in this
crucial area.
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