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What is infrastructure investing?

Infrastructure is an asset class that emerged 
in the mid-1990s and has continued to 
gain greater acceptance from institutional 
investors over time. The market is now over 
US$100 billion strong in terms of capital 
raised per year, with more than 100 funds 
closed annually. 1 Infrastructure is typically 
considered in a portfolio context alongside 
other private markets asset classes, such 
as private equity and real estate. However, 
infrastructure investments share certain 
attributes that make them unique and are 
meant to provide steady, reliable returns 
across a wide variety of economic conditions. 
Returns are generally inclusive of a cash 
�\�L�H�O�G�����Z�K�L�F�K���L�V���E�H�Q�H�‰�F�L�D�O���I�R�U���L�Q�Y�H�V�W�R�U�V���Z�K�R��
seek income as well as total return.

�,�Q�I�U�D�V�W�U�X�F�W�X�U�H���L�V���G�H�‰�Q�H�G���D�V���W�K�H���E�D�V�L�F���S�K�\�V�L�F�D�O���D�Q�G��
organizational structures needed for the operation of a 
society or enterprise. Traditional infrastructure subsectors 
include social infrastructure (schools, hospitals, etc., 
typically built under public-private partnership frameworks), 
utilities (gas, water/waste and electricity networks), 
transportation (toll roads, airports and seaports) and energy 
infrastructure (power generation and midstream assets, 
such as pipelines).

1 Infrastructure Investor 2020 fundraising statistics.

More recently, newer subsectors within infrastructure, such 
as digital infrastructure (telecommunications towers, data 
�F�H�Q�W�H�U�V���D�Q�G���‰�E�H�U���R�S�W�L�F���Q�H�W�Z�R�U�N�V�����D�Q�G���H�Q�H�U�J�\���W�U�D�Q�V�L�W�L�R�Q��
infrastructure (renewable energy but also energy storage/
�H�‡�F�L�H�Q�F�\�������K�D�Y�H���E�H�F�R�P�H���P�R�U�H���P�D�L�Q�V�W�U�H�D�P�����7�K�H���D�V�V�H�W��
class continues to evolve, with certain logistics assets (such 
as food supply chains/cold storage, heavy goods vehicle 
trailers and short-line rail assets), healthcare and education 
businesses (for example, private hospitals and elderly care 
homes) and infrastructure services businesses (such as 
industrial equipment leasing) also increasingly featuring 
within portfolios.

This paper will primarily focus on private markets 
infrastructure equity investing. However, investors should 
also be aware that it is possible to access the asset class 
through listed infrastructure equity strategies and private 
markets infrastructure debt strategies. As with any asset 
�F�O�D�V�V�����L�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���‰�U�V�W���F�R�Q�V�L�G�H�U���W�K�H���V�W�U�D�W�H�J�L�F���U�R�O�H���R�I���D�Q��
investment within an overall portfolio context.

Infrastructure is typically 
considered in a portfolio 
context alongside other 
private markets asset 
classes, such as private 
equity and real estate.
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Key characteristics of each infrastructure risk category are set out in Figure 1 below.
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Reasons for considering allocations to infrastructure

There are a number of reasons investors have been adding unlisted infrastructure 
exposure to portfolios over the past decade. Some of the most important include:

3 J.P. Morgan. Guide to Alternatives, as of August 31, 2020. Returns were calculated using quarterly data from June 30, 2008, to March 31, 2020.
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In addition to the above points, we also note that private markets infrastructure has historically been a strong performer. 
Figure 2 below sets out the cumulative returns for the EDHEC infra300 index (an index designed to track private markets 
infrastructure returns) compared to the S&P 500 and MSCI World Indices.
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Implementation options

There are various ways to implement private markets infrastructure investments. Fund types include open-end, closed-end 
�R�U���I�X�Q�G���R�I���I�X�Q�G���R�S�W�L�R�Q�V�����,�Q���D�O�O���F�D�V�H�V�����L�Q�Y�H�V�W�R�U�V���V�K�R�X�O�G���H�Q�V�X�U�H���W�K�H�\���F�R�Q�V�W�U�X�F�W���Z�H�O�O���G�L�Y�H�U�V�L�‰�H�G���D�O�O�R�F�D�W�L�R�Q�V���W�R���W�K�H���D�V�V�H�W���F�O�D�V�V����
focusing on quality investment managers, given infrastructure’s illiquid nature and idiosyncratic risk/return drivers.

Open-end fund Closed-end fund Program approach/fund-of-fund

Strategy and 

availability

•	 Generally only core/core-plus risk 

�S�U�R�‰�O�H�V

•	 Limited number of funds in the market

•	 Full spectrum of core/core plus/value add/

opportunistic available

•	 Niche strategies, such as sector- and region-

�V�S�H�F�L�‰�F�����D�Y�D�L�O�D�E�O�H

•	 Full spectrum of core/core plus/

value add/opportunistic available

•	 �'�L�Y�H�U�V�L�‰�F�D�W�L�R�Q���D�F�U�R�V�V���Y�L�Q�W�D�J�H��

manager/strategy, etc.

•	 Niche strategies, such as sector- 

�D�Q�G���U�H�J�L�R�Q���V�S�H�F�L�‰�F�����D�Y�D�L�O�D�E�O�H��

�5�H�W�X�U�Q���S�U�R�‰�O�H•	 Largely single source of return

•	 High percentage of returns cash yield

•	 �'�L�Y�H�U�V�L�‰�H�G���V�R�X�U�F�H���R�I���L�Q�Y�H�V�W�R�U���U�H�W�X�U�Q�V��

consisting of dividends and capital gains

•	 Same as closed-end fund

Cash yield •	
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In general, Mercer strongly recommends that investors 
consider adopting a program approach for infrastructure 
�L�Q�Y�H�V�W�L�Q�J�����7�K�L�V���D�O�O�R�Z�V���I�R�U���S�U�R�S�H�U���G�L�Y�H�U�V�L�‰�F�D�W�L�R�Q���D�F�U�R�V�V���D�V�V�H�W��
�W�\�S�H�V�����J�H�R�J�U�D�S�K�L�H�V�����U�L�V�N���S�U�R�‰�O�H�V���D�Q�G���Y�L�Q�W�D�J�H���\�H�D�U�V�����D�V���Z�H�O�O��
as capturing the highest quality opportunities as they come 
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Environmental, social and governance (ESG) considerations

ESG is an important topic within 

https://www.mercer.com/our-thinking/wealth/responsible-investment.html
https://www.mercer.com/our-thinking/wealth/responsible-investment.html
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Conclusion

This primer provides an overview of the characteristics of private markets infrastructure, which we believe is an asset 
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Important notices

References to Mercer shall be construed to include Mercer LLC and/
or its associated companies.

© 2021 Mercer LLC. All rights reserved.

�7�K�L�V���F�R�Q�W�H�Q�W���P�D�\���Q�R�W���E�H���P�R�G�L�‰�H�G�����V�R�O�G���R�U���R�W�K�H�U�Z�L�V�H���S�U�R�Y�L�G�H�G�����L�Q��
whole or in part, to any other person or entity without Mercer’s 
prior written permission.

The opinions expressed herein are the intellectual property of 
Mercer and are subject to change without notice. They are not 
intended to convey any guarantees as to the future performance of 
the investment products, asset classes or capital markets discussed.

Funds of private capital funds are available to sophisticated 
�L�Q�Y�H�V�W�R�U�V���R�Q�O�\���Z�K�R���D�U�H���D�F�F�U�H�G�L�W�H�G���L�Q�Y�H�V�W�R�U�V���D�Q�G���T�X�D�O�L�‰�H�G��
purchasers.

Mercer does not provide tax or legal advice. You should contact 
your tax advisor, accountant and/or attorney before making any 
decisions with tax or legal implications.

�7�K�L�V���G�R�H�V���Q�R�W���F�R�Q�V�W�L�W�X�W�H���D�Q���R�†�H�U���W�R���S�X�U�F�K�D�V�H���R�U���V�H�O�O���D�Q�\���V�H�F�X�U�L�W�L�H�V��

�)�R�U���0�H�U�F�H�U���V���F�R�Q�Š�L�F�W���R�I���L�Q�W�H�U�H�V�W���G�L�V�F�O�R�V�X�U�H�V�����F�R�Q�W�D�F�W���\�R�X�U���0�H�U�F�H�U��
�U�H�S�U�H�V�H�Q�W�D�W�L�Y�H���R�U���V�H�H���Z�Z�Z���P�H�U�F�H�U���F�R�P���F�R�Q�Š�L�F�W�V�R�‰�Q�W�H�U�H�V�W��

This does not contain investment advice relating to your particular 
circumstances. No investment decision should be made based on 
�W�K�L�V���L�Q�I�R�U�P�D�W�L�R�Q���Z�L�W�K�R�X�W���‰�U�V�W���R�E�W�D�L�Q�L�Q�J���D�S�S�U�R�S�U�L�D�W�H���S�U�R�I�H�V�V�L�R�Q�D�O��
advice and considering your circumstances. Mercer provides 
recommendations based on the particular client’s circumstances, 
investment objectives and needs. As such, investment results will 
�Y�D�U�\�����D�Q�G���D�F�W�X�D�O���U�H�V�X�O�W�V���P�D�\���G�L�†�H�U���P�D�W�H�U�L�D�O�O�\��

Information contained herein may have been obtained from a 
range of third-party sources. Although the information is believed 
to be reliable, Mercer has not sought to verify it independently. 
As such, Mercer makes no representations or warranties as to the 
accuracy of the information presented and takes no responsibility 
or liability (including for indirect, consequential or incidental 
damages) for any error, omission or inaccuracy in the data supplied 
by any third party.

�7�K�H���‰�Q�G�L�Q�J�V�����U�D�W�L�Q�J�V���D�Q�G���R�U���R�S�L�Q�L�R�Q�V���H�[�S�U�H�V�V�H�G���K�H�U�H�L�Q���D�U�H���W�K�H��
intellectual property of Mercer and are subject to change without 
notice. They are not intended to convey any guarantees as to the 
future performance of the investment products, asset classes or 
capital markets discussed.

Funds of private capital funds are speculative and involve a 
high degree of risk. Private capital fund managers have total 
authority over the private capital funds. The use of a single advisor 
�D�S�S�O�\�L�Q�J���V�L�P�L�O�D�U���V�W�U�D�W�H�J�L�H�V���F�R�X�O�G���P�H�D�Q���O�D�F�N���R�I���G�L�Y�H�U�V�L�‰�F�D�W�L�R�Q���D�Q�G����
consequentially, higher risk. Funds of private capital funds are not 

liquid and require investors to commit to funding capital calls over 


