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Emerging markets have a pronounced and
wide-ranging need for infrastructure
development. According to the UN, there
exists currently an annual investment gap of
approximately USD 2.5 trillion in developing
countries, which must be bridged to reach
the Sustainable Development Goals (SDGs)
by 2030. Around 75% of that gap is made up
of necessary infrastructure investments in
the developing world. The sheer size of this
investment gap poses a significant challenge
to the efforts to overcome poverty and
inequality. However, in that challenge also
lies opportunity. Public and private
investors have a chance to leverage
increasing global awareness of sustainable
infrastructure to create new and lasting
partnerships that deploy capital for that
purpose.

Sustainable infrastructure assets have the
potential to provide significant benefits to
investors, including resilience to economic
downturns and low correlation with other
asset classes, predictability of cash flows,
and high positive impact on the quality of
life and economic development of local
communities and countries. However, there
is a common misconception that
investments in emerging markets, and
particularly those in infrastructure assets,
show higher default and loss rates.

And, while emerging and frontier markets
present unique and considerable risk
factors and barriers to entry, the risk-return
profile of sustainable infrastructure
investments in the developing world is far
more aligned with the developed world
than people tend to think. As with any
investment however, risks are present and
must be evaluated and thoroughly reviewed
in the context of each investment proposal.

With twenty years’ experience in emerging
and frontier markets, BlueOrchard is one of
the leading impact investors globally. A
long-time lender in emerging markets, our
teams have built an extensive network of
project developers, sponsors, development
finance institutions, commercial banks and
advisors, allowing us to identify and invest
in attractive deals across the sustainable
infrastructure space. Our infrastructure
finance investment strategy focuses on debt
investments in emerging and frontier
markets with strong contribution towards
the SDGs. We target vital segments of
sustainable infrastructure, including
renewable energy, energy infrastructure
and energy efficiency, sustainable
transportation as well as data
infrastructure, where there is a strong
demand for development in frontier and
emerging markets globally.

EXECUTIVE SUMMARY
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Infrastructure refers to the basic systems
and essential services that a country or
community needs in order to function
properly. This includes roads, tunnels,
and ports, but also renewable energy,
energy infrastructure, energy efficiency,
sustainable transport, and data
infrastructure. 

“Sustainable infrastructure” refers to
assets planned, designed, constructed,
operated, and decommissioned in a
manner that aims to ensure economic,
financial, social, environmental, and
institutional sustainability over the entire
life cycle of the asset. Sustainable
infrastructure forms the basis for long-
term economic growth and improved
living conditions, and moreover it can
contribute positively to climate change
adaptation and mitigation efforts. The
determination of sustainability is typically
made and monitored through ESG
assessment, environmental and social
impact assessment, compliance with
relevant industry standards, and
exclusion of unsustainable sectors and
practices. 

More advanced approaches to sustainable
infrastructure go beyond minimizing
negative effects and aim for positive social
and environmental impact. Depending on
the sector, this impact is typically centred
on providing essential services and making
them both accessible and affordable in a
manner that contributes to economic
development goals, climate change
mitigation, or combinations thereof.
Pursuing this impact typically entails a
detailed assessment of who will benefit
from the investment, as well as how and to
what extent they will benefit. It also involves
setting targets for the intended impact and
then measuring the outcome. 

WHAT IS SUSTAINABLE INFRASTRUCTURE?
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Emerging markets have a pronounced and
wide-ranging need for infrastructure
development and present many interesting
opportunities to support projects in a
conscientious and sustainable way.  

Around the developing world, one billion
people (mostly in least developed countries)
still lack access to electricity¹ and 39% lack
access to a third generation broadband
network during a time when the developed
world has already moved into the fifth
generation of network infrastructure.² In
addition, emerging markets suffer eight
times more from the effects of climate
change than developed markets.³ There are
more than five billion people living in
developing countries,⁴ with population
growth continuing at a fast pace.⁵ Emerging
markets will grow more than 10% between
2020 and 2030: notably Sub-Saharan Africa’s
population is projected to double by 2050.⁶
Furthermore, emerging markets support
world GDP growth at constant level of 3.6%
and are forecasted to account for 63% of
world GDP in 2023.⁷

This creates considerable demand for the
development of infrastructure in an
environment where local governments and
other funding sources are far from meeting
the growing demand. It is therefore not
surprising that the UN is highlighting the
need for significant investment in
infrastructure in the developing world in
order to achieve the ambitious Sustainable
Development Goals (SDGs). There exists
currently an annual investment gap of
approximately USD 2.5 trillion in developing
countries,⁸ which needs to be bridged to
reach these goals by the target date of 2030.
Around 75% of that gap is made up of
critical infrastructure projects in the
developing world.⁹

Total annual
investment needs

Current annual
investment

Annual
investment gap

2.5

1.4

3.9

~75%
infrastructure

WHY EMERGING MARKETS?

Annual investment needs in developing countries
In USD trillion, annual average, estimates, 2015-2030

SOURCE: UNCTAD WORLD INVESTMENT REPORT 2014. SWISSRE SIGMA 2020
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The consequences of the Covid-19
pandemic on developing countries’
economies and societies are not even
included in these figures and will require
substantial additional investments in areas
such as health and data infrastructure.

The sheer size of this investment gap poses
a significant challenge to the efforts to
overcome poverty and inequality. However,
in that challenge also lies opportunity.
Public and private investors have a chance
to leverage increasing global awareness of
sustainable infrastructure to create new and
lasting partnerships that deploy capital for
that purpose. In addition, due to the long-
term nature of infrastructure assets,
addressing the challenge also offers a
generational opportunity to create
sustainable infrastructure with a lasting
contribution to climate mitigation and
adaptation.

This is particularly pertinent as individuals
in emerging markets are disproportionately
impacted by the negative effects of climate
change, especially when considering their
limited contribution to greenhouse gas
emissions compared to their developed
market counterparts.

Because of their geographic location, the
dominance of the agricultural sector in
many countries and a lack of access to
savings, insurance and other financial
products, emerging and frontier countries
are often less resilient and more exposed to
extreme weather events that are linked to
climate change. 

The prospect of addressing not just the
growing infrastructure needs of emerging
and frontier markets but to do so in a more
sustainable way is therefore particularly
attractive to investors. Among the most
appealing features of investing in
sustainable infrastructure are contributing
to a low-carbon and climate-resilient future,
economic growth, and job creation.
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Sustainable infrastructure assets have the
potential to provide significant benefits to
investors, including economic resilience and
low correlation with other asset classes,
predictability of cash flows, and high
positive impact on the quality of life and
economic development of local
communities and countries. 

Sustainable infrastructure investments are
backed by long-term, durable assets, which
tend to be highly resilient to economic or
market volatility, bringing diversification
benefits that are attractive to investors with
a long-term investment horizon.¹⁰

Given the essential nature of the services
provided by infrastructure assets, the level
of demand is inelastic and does not tend to
ebb and flow with market fluctuations.¹¹ As
real assets, they are inherently uncorrelated
with other asset classes and with other
assets within the infrastructure sector.¹²
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BENEFITS OF SUSTAINABLE INFRASTRUCTURE
INVESTING IN EMERGING MARKETS

Resilience to economic cycles and
low correlation with other asset
classes

Predictable cash flows

Sustainable infrastructure assets benefit
from regulated or contracted revenues,
resulting in high cash flow visibility and
stability throughout the life cycle of the
investments.¹³

Stable, risk-adjusted returns

Emerging market private infrastructure
offers attractive risk premia over developed
markets private infrastructure.¹⁴
Investments typically offer a return
premium over comparable developed
market assets¹⁵ without necessarily being
exposed to higher default rates.



By investing in the development of
sustainable infrastructure in emerging and
frontier markets, investors can make a
meaningful contribution to the social,
economic and environmental development
of these countries.

Depending on the sector and intent of an
investment, it is possible to target
environmental, social, and economic
development and resilience. Given the long
life of infrastructure, the sustainability of
assets and practices will provide these
benefits for many years to come. As a
result, the possibility for direct positive
impact on the quality of life and economic
development for the communities affected
by the projects is particularly high.¹⁶

Positive impact on quality of
life and economic development

Opportunity to support the
transition to a low carbon
economy

There is a significant opportunity within
emerging and frontier markets to influence,
through investments, the sustainable
development of a range of infrastructure
projects and services, which will have a
meaningful impact today and for the future.

In many cases, these projects represent an
opportunity to support the transition to a
low carbon economy and can help to make
strides towards achieving the UN SDGs. In
doing so, whether through the development
of renewable power initiatives, or
improvement transportation options,
sustainable infrastructure investments can
make a meaningful contribution to the
betterment of lives in the world’s most
vulnerable places.
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There is a common misconception that
investments in emerging markets, and
particularly those in infrastructure assets,
fail more often than comparable
investments in developed markets. And
while emerging and frontier markets
present unique and considerable risk
factors and barriers to entry, the outcomes
of sustainable infrastructure investments in 

the developing world are far more aligned
with the developed world than people tend
to think. As with any investment however,
risks are present and need to be evaluated
and thoroughly reviewed in the context of
each investment proposal.

RISKS ASSOCIATED WITH SUSTAINABLE INFRASTRUCTURE
INVESTING IN EMERGING MARKETS

North America Western Europe

Latin America Africa Oceania

Asia

Project finance default rates and time to emergence, select infrastructure debt spreads
10 year cumulative default rates (DR), recovery rates (RR), loss rates (LR) in percent, time to
emergence in years, spreads in bps
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Beyond the asset specific risks (or business
risks) implied in infrastructure assets, there
are three additional main risk components
adding to the default risk of emerging
markets infrastructure assets compared to
the developed world: regulatory, political
and currency risk.

Business risks

Default risk

Political risk

Currency risk

Business risks involve risks linked to the
construction and operation of infrastructure
assets, market risks implied in the price and
volume of the services rendered, and risks
of counterparty/off-takers defaults or non-
payment.

The stability of the regulatory system, or the
lack thereof in many markets, is an
important risk within the infrastructure
investing space. The economic situation
within a country can heighten the risk of
regulatory change, particularly where this
has a knock-on effect for the country’s
finances.¹⁷ However, this is not to say that
emerging or frontier markets are
necessarily more heavily impacted by this
possibility than other countries, particularly
those with a solid economic environment
that are relatively stable in nature.¹⁸
Meanwhile, competition in the market is
rising and competitive tender schemes are
driving down system costs.¹⁹ This further
reduces the risk of adverse regulatory
changes in the future.

Political risk is that of material political
change which has an effect on an investor’s
activities within the market. A potential
concern at either a whole country or more
targeted local level - for example changes to
government processes - can highlight the
issues with political risk from an investment
perspective.²⁰ Political risk is often assessed
based on a country’s track record of similar
adverse changes, so a robust risk
assessment process should identify the level
of political risk for a specific country.²¹

A mismatch between a company’s cash flow
currency and that of its liabilities represents
the main driver of currency risk at an asset
level. From a fund perspective, potential
currency risks could arise if the investment
currency differs from the fund’s base
currency.²² In addition, currency risks can be
mitigated through entering FX hedging
contracts.
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Renewable energy investment in India 

With a population of more than 1.3 billion²³
and ambitious government targets to
increase capacity by more than 23GW per
year, the Indian renewable energy market is
one of the most attractive in the world.
Installed renewable power generation
capacity has increased at a fast pace over
recent years and India has excellent natural
solar and wind resources. The Indian
government is committed to contributing to
global climate change initiatives and has
ratified the Paris Agreement on Climate
Change, providing a constructive
environment for investment into this area.

Commercial & industrial off-grid

An opportunity to enter the Indian
renewable energy market would be by
investing in a platform that focuses on off-
grid commercial and industrial solar
installations. The   opportunity  would  offer    

India
> 1.3 billion people
3.287 million km²

strong positive environmental and economic
impact along with best practice ESG
standards and contribute directly to a
number of the UN SDGs, including Climate
Action, Affordable and Clean Energy, and
Decent Work and Economic Growth. 

Growing to 1GW by 2022

The company in question for such an
opportunity is amongst the fastest growing
renewable energy developers in India with
450MW of operating solar assets in India
and a plan to grow to 1GW of capacity by
2022. It benefits from the experience of a
world class team with proven track record in
developing, financing, building, and
operating renewable energy projects. Credit
counterparty risk is well diversified, with
power purchase agreements being entered
into with a broad range of investment grade
off-takers across several industries.

OPPORTUNITY CASE STUDY
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BlueOrchard is a leading global impact
investment manager. As a pioneer in the
impact investing space, we are dedicated to
generating lasting positive impact for
communities and the environment, while
providing attractive financial returns to
investors. It is our aim to make impact
investment solutions accessible to all and to
advance the conscious use of capital which
benefits society and the environment. 

Our infrastructure finance investment
strategy focuses on debt investments in
emerging and frontier markets with strong
contribution towards the UN SDGs. We
target vital segments of sustainable
infrastructure, including renewable energy,
energy infrastructure and energy efficiency,
sustainable transportation as well as data
infrastructure, where there is a strong
demand for development in frontier and
emerging markets globally.

Our experience

With twenty years’ experience in emerging
and frontier markets, BlueOrchard is one of
the  leading  impact  investors  globally. Our

offices are spread around the world, in the
regions where we invest, and are staffed
with people whose personal and
professional experiences grant them unique
insight into the markets and products we
develop for investors.   A long-time lender in
emerging markets, our teams have built an
extensive network of project developers,
sponsors, development finance institutions,
commercial banks and advisors, which
allows us to identify and invest in attractive
deals across the sustainable infrastructure
space.

Our team

The sustainable infrastructure team consists
of experienced experts dedicated to
infrastructure investing, leveraging
BlueOrchard’s existing Emerging Markets
investment platform. The team focuses on
sectors which are conducive to achieving
our social and financial performance
objectives, and are essential to the
functioning of society and a modern
economy.

ABOUT BLUEORCHARD’S SUSTAINABLE
INFRASTRUCTURE PRACTICE
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Our impact management framework

From an impact perspective, each potential
investment is analysed via BlueOrchard’s
proprietary impact management
framework, B.Impact, which takes a three-
step approach to assessing the asset’s ESG
characteristics, potential for delivering
impact, and alignment with the UN SDGs.
Our impact management framework is
aligned with industry standards set by the
PRI, IFC, Impact Management Project and
SASB.* Within the sustainable infrastructure
space, this framework is applied at an
individual transaction as well as wider fund
level and supported by BlueOrchard’s
independent impact management team
with more than 50 years of collective
experience. BlueOrchard regularly reports
on the impact achieved through the
investments made.

Our investment and risk process

BlueOrchard’s sustainable infrastructure
team originates investments via a variety of
sources, including leveraging the team’s and
BlueOrchard’s existing network with
industry players, clients, providers,
regulators,  associations,  and  advisors and

evaluates the financial, social, and
environmental potential, portfolio fit, exit
avenues and key risks of the investment.
Investments are underwritten and
evaluated in the prism of the infrastructure
team’s unique experience as well as the
twenty year track record of emerging
market debt BlueOrchard brings to the
table.   Risk awareness and mitigation
strategies are woven into all phases of the
investment process, from identification, to
underwriting and approval, to post-
disbursement performance monitoring with
a focus on economic and impact
assessment. Following the investment,
BlueOrchard monitors financial
performance, adherence to the terms of the
loan agreement, and social/environmental
performance of the project companies.
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Disclaimer

The information in this publication was produced by BlueOrchard Finance Ltd (“BOF”) to the best of its present knowledge and belief. However, all data and financial
information provided is on an unaudited and “as is” basis. The opinions expressed in this publication are those of BOF and its employees and are subject to change
at any time  without notice. BOF provides no guarantee with regard to the accuracy and completeness of the content in this publication and BOF does not under
any circumstance, accept liability for any losses or damages which may arise from making use of, or relying upon any information, content or opinion provided by
BOF in this publication. This publication may contain references or links to other publications and websites and BOF has not reviewed such other publications and
websites and is not responsible in any way in relation to the content of such publications and websites. 

The information in this publication is the sole property of BOF unless otherwise noted, and may not be reproduced in full or in part without the express prior
written consent of BOF. All investments involve risk. We note specifically that past performance is not an indication of future results. Emerging markets impact
investments involve a unique and substantial level of risk that is critical to understand before engaging in any prospective relationship with BOF and its various
managed funds. Investments in emerging markets, particularly those involving foreign currencies, may present significant additional risk and in all cases the risks
implicated in this disclaimer include the risk of loss of invested capital.

The materials provided in this publication are for informational purposes only and nothing in this publication can be construed as constituting any offer to purchase
any product, or a recommendation/solicitation or other inducement to buy or sell any financial instrument of any kind and shall not under any circumstances be
construed as absolving any reader of this publication of his/her responsibility for making an independent evaluation of the risks and potential rewards of any
financial transaction. We note in particular that none of the investment products referred to in this publication constitute securities registered under the Securities
Act of 1933 (of the United States of America) and BOF and its managed/advised funds are materially limited in their capacity to sell any financial products of any
kind in the United States. No investment product referenced in this publication may be publicly offered for sale in the United States and nothing in this publication
shall be construed under any circumstances as a solicitation of a US Person (as defined in applicable law/regulation) to purchase any BOF investment product.

The information provided in this publication is intended for review and receipt only by those persons who are qualified (in accordance with applicable
legal/regulatory definitions) in their respective place of residence and/or business to view it, and the information is not intended under any circumstances to be
provided to any person who is not legally eligible to receive it. Any recipient of information from this publication who wishes to engage with BOF in furtherance of
any transaction or any relationship whatsoever must consult his/ her own tax, legal and investment professionals to determine whether such relationship and/or
transaction is suitable.

By no means is the information provided in this publication aimed at persons who are residents of any country where the product mentioned herein is not
registered or approved for sale or marketing or in which dissemination of such information is not permitted. BOF disclaims all liability for any direct or indirect
damages and/or costs that may arise from the use of (whether such use is proper or improper), or access to, this publication (or the inability to access this
publication).

BOF disclaims all liability for any direct or indirect damages and/or costs that may arise from the use of (whether such use is proper or improper), or access to, this
document (or the inability to access this document).

Copyright © 2020, BlueOrchard Finance Ltd. All rights reserved.
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