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Latin America Has Historically Lagged in
Infrastructure Investments….

…And Brazil Is Notoriously Behind Regional Peers
Annual Investment in Infrastructure in Latin America and the Caribbean, 1980–20131
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1

Figure includes data for Brazil, Chile, Colombia, Mexico, and Peru, the countries for which data are available from the 1980s. Source: Data from CAF 2013, Calderón and Servén
2010, and ECLAC 2014.
2 Source: Data from CAF 2013 and ECLAC 2014.
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Globally, the share of Capital Markets Financing
for Infrastructure Project is on the Rise…
…But Brazil is Still Behind Regional Peers
Global Project Finance Market Breakdown by Source of Funding (2008 – 2015)1
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Latin American Project Bonds in the Global Capital Markets2
Participation by Country
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Yet, Infrastructure Bonds are a Natural Fit for
Institutional Investors…
 The cash flows generated by infrastructure assets are an ideal match for institutional investors looking for
long-dated, stable, incremental returns to match their liabilities

Supply

Demand

 High GDP growth
demanding massive
concession and works
programs

 Government support

 Deep infrastructure
deficit across the region

 Favorable policies and
regulatory environment

 Need for anchor orders
in order to achieve
financial closing
expeditiously

 Support of credit enhancement
instruments and liquidity
facilities

 Highly-rated, often
inflation-linked and local
currency-denominated
assets

Infrastructure Financing Best Practices

Catalysts

 Development banks and
multilaterals

 Significant growth of
assets under
management
 Institutional investors
looking for longer-term,
stable returns to match
liabilities
 Economic impact of
assets being invested
locally
 Visibility generated by
high-profile
infrastructure assets
 Search for higher
yielding assets in current
low rate environment
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…As Long as a Favorable Institutional
Framework is in Place
Best Practices for Attracting Foreign Capital to Infrastructure Projects
Ensure transferability of rights to
government payment obligations and
address concerns of jurisdiction

Step 4
Establish a comprehensive legal and political
framework to provide certainty for the budgeting
of future government payment obligations
Develop local currency
funding alternatives

Leverage development
banks where appropriate

Step 3
Expand universe of potential capital
to create competition
Ensure appropriate allocation
of risk between government
and Concessionaire

Step 2

Allow flexibility in the
concession award process
for bankability changes

Mitigate FX exposure for foreign
funding

Isolate
construction
risk to equity

Provide certainty of revenues
through predictable
government support

Standardize government
obligations across all
concession contracts

Establish a concession trust
framework that properly
protects creditors

Ensure transparency in bidding process

Step 1

Infrastructure Financing Best Practices

Prioritize projects

Educate all stakeholders
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What do International Investors Care About?
Considerations on Infrastructure Projects



Strong track record of EM institutional investor interest for infrastructure assets
in Latin America that are structured as quasi-sovereign credits



Simplified investment thesis
— Isolation of construction and operating risks through government
support and structural liquidity

Credit


Currency

Vast majority of EM allocation for bespoke long-dated infra assets
is in USD / hard currency
— Bespoke opportunities for local currency investment with size
limitations (particularly for non-IG countries like Brazil)


Liquidity

Traditional EM portfolio managers place significant value on
secondary market liquidity
— Issuances under ~$300-500mm likely to pay a liquidity premium


Enforcement

Market has evolved and tends to accept sovereign payment
obligations under local law (particularly for IG countries)
— However, most funds will expect to see international arbitration
provisions / venue in the context of recovery
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Potential Steps to Incentivize International
Financing of Brazilian Infrastructure
 With the right framework and institutional reforms, we believe the global capital
markets can be a robust source of financing for Brazil’s infrastructure needs
Potential Regulatory Reforms to Incentivize Infrastructure Financing out of Brazil
Credit

 Development Finance Institutions to provide construction wraps /
first loss tranches

 Institute clean termination payment mechanics for unfinished works
 Incentivize global financing of projects with native USD cash flows
(e.g. airports, natural resources)
Currency

Fiscal

Regulatory

 Government and Development Finance Institutions to provide
guarantees / collars for currency hedge providers in the context of
BRL-denominated projects
 Expand Infrastructure Withholding Tax exception to the refinancing
of construction loans in order to issue bonds in the capital markets
for operating projects
— Widen scope of 12.431 law from local debentures to global deals
— Increase 24-month “lookback” period in 12.431 law
 Expedited framework and processes to obtain rights of way and
environmental licenses for strategic projects
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Disclaimer

This document is confidential. Accordingly, it should not be copied, distributed, published or reproduced, in whole or in part, or disclosed by any recipient to any
other person. The information contained in this document was obtained from publicly available sources and has not been independently verified by Goldman
Sachs (“GS”) and does not constitute a recommendation from GS to the recipient. GS has relied upon the accuracy and completeness of all of the financial,
accounting and other information discussed with or reviewed by it and has assumed such accuracy and completeness for purposes of this document. Neither
GS nor any of its affiliates makes any representation or warranty, express or implied, as to the accuracy or completeness of the information contained in this
document and any liability therefore (including in respect of direct, indirect or consequential loss or damage) is expressly disclaimed. This document does not
purport to contain all of the information that may be required to evaluate any potential transaction and should not be relied on in connection with any such
potential transaction. GS does not undertake or expect to update or otherwise revise this document. GS does not provide legal, accounting or tax advice and
you are strongly advised to consult your own independent advisors on any legal, tax or accounting issues relating to these materials. The receipt of this
document by any recipient is not to be taken as constituting the giving of investment advice by GS to that recipient, nor to constitute such person a client of GS.
No person shall be treated as a client of GS, or be entitled to the protections afforded to clients of GS, solely by virtue of having received this document.
General Statement of Distribution Principles
Goldman Sachs is committed to managing securities offerings such that our clients are treated fairly and to conducting our business with integrity and according
to proper standards. Our policy is that the pricing of bookbuilt securities offerings and allocations to investors should be transparent and in accordance with the
long-term best interests of the issuer or seller, consistent with our responsibilities to our investing clients. The investors to whom we allocate securities may also
be clients of Goldman Sachs. To the extent that conflicts arise between the interests of such investors and those of the issuer or seller, we will manage such
conflicts fairly. We will not make allocations as an inducement for the payment of excessive compensation in respect of unrelated services, in consideration of
the past or future award of corporate finance business or expressly or implicitly conditional upon the receipt of other orders for investments or the purchase of
other services. Where we underwrite an offering or otherwise guarantee a price in connection with an offering, we will take into account our prudential
responsibilities to manage our risk properly when determining allocations and their manner and timing.
The information disclosed herein is for information purposes only and are addressed exclusively for its addressee.
The distribution of the information/documentation by the recipient to third-parties is prohibited.
© Goldman Sachs. All rights reserved.
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