
TWO MAIN STAGES OF INFRASTRUCTURE INVESTMENT

Greenfield infrastructure is an investment into new infrastructure – new 
development and construction projects.

For an investor, some inherent risks of these projects include construction 
risk and off-taker risk. The creation of the asset primarily involves funding 
the project, with the risk of the project not reaching commercial status. 

Greenfield infrastructure assets do not traditionally provide inflation-hedging 
features. 

Brownfield infrastructure is an investment into existing and ready-to-
operate – or already operating – infrastructure assets.

For an investor, these assets can generate revenues. Given that the 
infrastructure already exists and is in use, the risks of investing are 
substantially less than in a greenfield project, where the future cash 
generation is uncertain. 

Brownfield infrastructure investments are also often scalable  and therefore 
greater cashflows can be generated. 
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STAGES OF INFRASTRUCTURE PROJECTS AND 
PREDOMINANT SOURCES OF FINANCE PER STAGE

“It must be noted that not all infrastructure 
assets offer the virtues of inflation 

hedging and it is important for investors 
to understand the different categories of 

infrastructure assets.”

On 26 February National Treasury announced draft amendments to Regulation 28 of the Pension Funds Act to encourage 
investment in infrastructure. Treasury has invited public comment on the amendments until 29 March 2021. You can access 

the Government Gazette where the draft amendments were published via this link: https://bit.ly/3uHeyZ7

SHORT ARTICLE SERIES

This article is the second in a series on infrastructure investment and aims to provide investors 
with key insights into the various categories and lifecyles of infrastructure assets, as this can 
impact the risk-return profile of an investment. 

An economic and social good
Infrastructure facilities and services are 
essential for efficient production of goods 
and services, transport and trade – all of 
which spur economic growth – which in 
turn helps reduce poverty. It also has a 
tremendous impact on the quality of life 
and wellbeing of any country. 

In recognising the essential role that 
long-term financing for infrastructure 
plays in supporting strong, sustainable, 
balanced and inclusive growth, it 
is understandable that long-term 
investment vehicles, such as retirement 
funds, are approached to provide this 
type of financing for infrastructure 
projects.

In most countries, governments 
are struggling to keep up with the 
infrastructure development that is 
required, an issue that is only being 
exacerbated by the economic fallout of 
COVID-19.

Institutional investors are 
increasingly seen as suitable funding 
partners for infrastructure investments, 
given their long-term liabilities, which 
makes inflation-linked assets (such as 
infrastructure) attractive. 

Understand the nature of an 
infrastructure project before investing
Given the long-term operating capacity 
of most infrastructure assets, they 
align well with the goals of long-term 
investors, such as retirement funds.

However, it must be noted that not 
all infrastructure assets offer the virtues 
of inflation hedging and it is important 
for investors to understand the different 
categories of infrastructure assets, as 
well as the different life-stages of their 
development, as these result in different 
cashflow profiles.  

LONG-TERM INVESTING

Our purpose at Atleha is to help ordinary South Africans save and invest for a  
better tomorrow.

We do this through Financial Sector Code (FSC)-compliant awareness and interactive 
education programmes focused on retirement fund trustees, management committee 

members and fund members. With education initiatives, such as this short article, we aim 
to provide summarised and simplified technical content as it relates to retirement funds.

We would like to thank Prescient and the ASISA Foundation for funding this  
short article series.

IN INFRASTRUCTURE
Do you have a question that you would like us to address in a subsequent article? 

If so, please send your questions or suggestions for article topics by email to:  
info@atleha-edu.org
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