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We believe infrastructure is a 
long-term asset class capable 
of delivering attractive, stable 
returns. Our approach to 
infrastructure aims to create a 
mutual benefit for the investor 
and the project in which we 
invest. For institutional investors, 
this can mean generating an 
appropriate risk-adjusted return 
for their capital.
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For a wide variety of institutional 
investors, infrastructure offers 
characteristics that suit long-term 
objectives and regular cash-flow needs, 
while also providing exposure to a 
number of long-term secular trends.
 
Additionally, the scope of opportunity 
within private markets — and 
infrastructure in particular — is 
expanding as our societal needs change.

Investing in private infrastructure works 
well for the other side of the deal, too, 
as an estimated US$3.3 billion is needed 
per year to 2035 to meet projected global 
GDP growth (Figure 1). Private investors 
are an essential part of the solution to 
meeting this public funding gap and 
enabling the building or upgrading of 
facilities we use every day.

All this creates not only a significant 
opportunity to provide support for the 
global economy during a deep recession 
but also the potential to earn enhanced, 
long-term returns. Yet many investors 
are missing out because they are not 
sure how to access quality deals or select 
and monitor managers — and many lack 
awareness of the potential on offer.

At Mercer, we have a history of creating 
access to infrastructure opportunities 
while also supporting clients in creating 
sustainable, long-term value. Through 
our private markets investment solutions, 
we have helped clients allocate more 
than US$3.3 billion to infrastructure 
opportunities.1 We know the opportunity 
is out there, but we also understand the 
challenges investors face in trying to 
seize it themselves.

Explore how we can help you navigate 
infrastructure opportunities to find what 
is right for you.

Figure 1. Why infrastructure? Clear need for private capital

Long-term trends
Positive investment 

implications

Policy
Shift from monetary to 
fiscal stimulus

Urbanisation
Regulatory and 

corporate imperatives

Population demographics
Increasing demand for 

infrastructure

Sustainability
Regulatory and 

corporate imperatives

Technology
Digitalisation, data usage 

and communication 

0.9

0.4 0.1 0.1

1.1

0.5

0.5
3.7

Roads Rail Ports Airports Power Water Telecom Total

Annual 

spending

% of GDP
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2017–2035

US$ trillion

18.0 7.9 1.6 2.1 20.2 9.1 10.4 69.4

1 As at 30 June 2020.

Note: Numbers may not sum due to rounding. 
Source: HIS Global Insight; ITF; GWI, National Statistics; McKinsey Global Institute analysis.
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Private Infrastructure: 
A good fit?

Figure 2. Infrastructure return profiles

Infrastructure meets many of an institutional investor’s needs. Along with its long-term 
nature, the qualities inherent in its broad-ranging opportunities often match up better 
than many traditional asset classes or other alternatives.

• Long-term investment horizon 
Most infrastructure projects mature over years, if not decades, which aligns with 
many institutional investors’ long-term needs.

• Cash-flow generating 
Thanks to regular income streams, investors can tap into regular cash flows, which 
are useful for meeting liquidity requirements.

• Inflation linked 
The terms of many of these projects bake an element of inflation into the return 
stream offered to investors. This provides a hedge against a key factor that can erode 
real returns on some other assets.

• Higher returns than comparable public markets 
The combination of these benefits adds up to a return profile higher than those 
typically earned on traditional assets.2 This is often called an illiquidity premium 
(Figure 2).

• Downside risk protection 
Infrastructure can provide partial downside protection due to its tangible nature, but 
there are other important factors. By being shielded from the extremes of volatility 
and offering low correlation to public assets, these assets are less tied to downward 
market swings or sell-offs.

• Low volatility 
Being valued quarterly, or even less frequently, shields these investments from 
volatility that can be experienced in public markets — a benefit for investors looking 
to smooth their future return profiles.

The opportunity to diversify

Although infrastructure functions as a 
diversifier within an overall portfolio 
and reduces the reliance on public 
assets to generate returns, within the 
asset class itself, there is significant 
potential to diversify across risk and 
return drivers.

Due to the vast range of infrastructure 
projects — from toll roads to 5G 
networks — it is important to access 
a broad set of risk and return drivers 
through asset, geographical and sector 
spread, along with varying maturity 
and contractual profiles.

Energy/power

Communications

Water/waste

Transport

Social infrastructure

5 years 10  years 15 years 20 years

CA Global Unlisted 
Infrastructure*

9.0% 11.1% 9.0% 7.1%

Barclays Capital Government/
Credit Bond Index

4.3% 3.9% 4.3% 5.0%

MSCI World Index 7.1% 9.0% 7.1% 4.9%

S&P Global Infrastructure  
TR Index

8.7% 7.8% 8.7% N/A

2 Past performance does not guarantee future results.

Data as at 31 March 2020.

Sources: Bloomberg (ticker: LUGCTRUU; NDDUWI; SPGTINTR). All Index unhedged in USD.

*Source: Cambridge Associates LLC, in USD. The index is a horizon calculation based on data compiled from  
104 infrastructure funds, including fully liquidated partnerships, formed between 1997 and 2018. Pooled horizon 
return, net of fees, expenses and carried interest.
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Our approach

Mercer has been helping institutional investors access 
opportunities in infrastructure for more than 25 years. Our 
clients have funded, and continue to finance, projects in a wide 
range of sectors around the world, many that have generated 
regular, long-term returns.

We take the same disciplined, research-driven approach to 
infrastructure as we do with any other traditional or alternative 
asset class — selecting high-quality managers to allocate 
investor capital.

Our well-resourced, global alternatives teams scour the full 
range of managers operating in this asset class — from those 
funding large-scale, multifaceted projects to smaller, targeted 
developments — and thoroughly examine and test their 
processes and objectives.

Our experience and expertise gained from working in this 
market helps us set the selection criteria.

After choosing the right managers, we blend them into a 
portfolio diversified across sectors, geographies and return 
drivers as part of a robust risk management framework.

Thanks to our scale and history, we are able to secure access 
for our clients to highly sought-after managers to which other 
investors may not have access.

The selection process is not static. We continually monitor all 
managers within our portfolios for changes in style and process 
to ensure they continue to function as we expect.

We believe our strict governance structure gives our clients 
the confidence to access a spectrum of opportunities that 
complement their existing portfolios and can help them reach 
their investment objectives.

There is a world of opportunity that many investors can be part 
of — explore how Mercer can collaborate with you today.
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Why choose Mercer for infrastructure solutions?

As one of the largest private markets investors in the world, Mercer manages more 
than US$3.2 billion of infrastructure investments on behalf of investors.3 

About Mercer

Mercer builds brighter futures  
by redefining the world of  
work, reshaping retirement  
and investment outcomes,  
and unlocking real health and 
wellbeing. Mercer’s more than 
25,000 employees are based in  
44 countries and the firm operates 
in over 130 countries. Mercer is a 
business of Marsh & McLennan 
(NYSE: MMC), the world’s leading 
professional services firm in the 
areas of risk, strategy and people, 
with 75,000 colleagues and 
annualized revenue approaching 
US$17 billion. Through its market-
leading businesses including 
Marsh, Guy Carpenter and Oliver 
Wyman, Marsh & McLennan  
helps clients navigate an 
increasingly dynamic and 
complex environment. For  
more information, visit 
 www.mercer.com. Follow 
 Mercer on Twitter @Mercer.

Further information

We hope you have found this 
paper useful. If you would 
like to know more about how 
Mercer can help you with your 
private markets investments, 
please get in touch with your 
local Mercer representative, 
or you may contact us at 
MercerInvestmentSolutions@
mercer.com.

21

managing

US$304.5 
billion
in investment solutions

offices 
worldwide

investment 
professionals180

including more than

US$20 
billion
in alternative assets

advising

US$15 
trillion
in assets globally

3 Mercer, 30 June 2020.
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Important notices

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

© 2020 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom 
it was provided by Mercer. Its content may not be modified, sold or otherwise provided, in whole or in part, to any other 
person or entity without Mercer’s prior written permission.

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.

This does not constitute an offer to purchase or sell any securities.

The findings, ratings and/or 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.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see  
http://www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular circumstances. No investment decision should be made 
based on this information without first obtaining appropriate professional advice and considering your circumstances. 
Mercer provides recommendations based on the particular client’s circumstances, investment objectives and needs. As such, 
investment results will vary and actual results may differ materially.

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.

Not all services mentioned are available in all jurisdictions. Please contact your Mercer representative for more information.

Investment management and advisory services for US clients are provided by Mercer Investments LLC (Mercer Investments). 
Mercer Investments LLC is registered to do business as “Mercer Investment Advisers LLC” in the following states: Arizona, 
California, Florida, Illinois, Kentucky, New Jersey, North Carolina, Oklahoma, Pennsylvania, Texas and West Virginia; as 
“Mercer Investments LLC (Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in Louisiana; and “Mercer 
Investments LLC, a limited liability company of Delaware” in Oregon. Mercer Investments LLC is a federally registered 
investment adviser under the Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not 
imply a certain level of skill or training. The oral and written communications of an adviser provide you with information 
about which you determine to hire or retain an adviser. Mercer Investments’ Form ADV Parts 2A and 2B can be obtained by 
written request directed to: Compliance Department, Mercer Investments, 99 High Street, Boston, MA 02110.

Certain regulated services in Europe are provided by Mercer Global Investments Europe Limited, Mercer (Ireland) Limited 
and Mercer Limited. Mercer Global Investments Europe Limited and Mercer (Ireland) Limited are regulated by the Central 
Bank of Ireland under the European Union (Markets in Financial Instruments) Regulation 2017, as an investment firm. 
Registered officer: Charlotte House, Charlemont Street, Dublin 2, Ireland. Registered in Ireland No. 416688. Mercer Limited 
is authorized and regulated by the Financial Conduct Authority. Registered in England and Wales No. 984275. Registered 
Office: 1 Tower Place West, Tower Place, London EC3R 5BU.

Investment management services for Canadian investors are provided by Mercer Global Investments Canada Limited. 
Investment consulting services for Canadian investors are provided by Mercer (Canada) Limited.
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