PERSPECTIVES

DATA CENTERS
DON’T TELL ME THIS IS NOT INFRASTRUCTURE
As investors’ interest in infrastructure continues to rise, so does the debate over the types of assets
considered core infrastructure. Data center companies are at the nexus of this debate, as the sector is
not universally considered core infrastructure in the listed space but increasingly sought after by private
infrastructure investors. While not all data center companies qualify as core infrastructure, the select
group that does qualify provides investors attractive growth potential driven by long-term secular
demand trends tied to the rise of the global digital economy.

DEFINING CORE INFRASTRUCTURE WITH A PRIVATE MARKET PERSPECTIVE
Our definition of core infrastructure is guided by a private market perspective that identifies core
infrastructure as the marriage of a physical asset providing society an essential service with resilient
long-term cash flows. Our analysis of companies for inclusion in our core infrastructure investment
universe is forward-looking and unconstrained by index definitions. The benefit of our relatively
unconstrained approach is the flexibility to keep pace with evolving market trends and actively construct
a listed infrastructure portfolio inclusive of core assets with investment characteristics consistent with
those owned by private market investors. For investors seeking exposure to infrastructure in the listed
markets, we believe our approach provides the most accurate universe of core infrastructure assets.

DATA CENTERS ARE ESSENTIAL ASSETS CRITICAL TO THE DIGITAL INFRASTRUCTURE ECOSYSTEM
Data centers are essential assets that provide society with the digital interconnectivity critical for daily
function and economic growth.

MOBILE TOWERS

DATA CENTERS

FIBER NETWORKS

• Facilitate wireless communications in a
cellular network.

• Central locations where computing and
networking equipment are concentrated

• Used for long-distance, high-performance
data networking and telecommunications.

• Use radio frequency technology to send and
receive signals to and from wireless devices.

• Collect, store, process and distribute large
amounts of data.

• Use glass or plastic threads to transmit data
over long distances.

NOT ALL DATA CENTERS ARE CORE INFRASTRUCTURE
Our view is that not all data center assets qualify, and only a select group of companies can be considered core infrastructure.
Data centers as a core infrastructure investment have high barriers to entry stemming from premium platforms and premiere
assets integral to the flow of data. Such assets are well-located and well-connected which drives sustainably high levels of
demand from top tier tenants across the globe. Data centers that are infrastructure have more operational control of the assets
versus the real estate approach which focuses more on the ownership of the land and building. Companies focused more
exclusively on the services side of the data center business are nether core infrastructure nor real estate.

CASE STUDY:
Equinix is an example of an data center infrastructure company included in our investment universe, which we don’t believe is
widely included by our peers and is not included in industry benchmarks. Using our private market perspective as our guide,
our analysis of Equinix draws a clear alignment with core infrastructure’s key investment characteristics.

Essential Assets: Equinix is the largest data center company with a global platform built for retail co-location and network
interconnection. Their premiere data center assets provide critical connection points that help power the digital economy
and are essential in supporting social and economic activity.
Resilient Cash Flows: The company has historically generated consistent cash flow, delivering 70 quarters of sequential
revenue growth. Revenues tied to contractual cash flows with creditworthy customers, including mobile carriers, “blue
chip” technology companies, and other industry-leading businesses. The average contract length is greater than 18
years, including extensions.

High Barriers to Entry: Asset and service quality and high switching costs result in high customer retention. Equinix continues

to enhance value proposition by densifying its asset base, enhancing service offerings, and looking to provide a globally
interconnected set of low-latency data center assets.

Predictable Growth:

Growth driven by the accelerating digital economy trends - continued network proliferation and
interconnection, the rise of cloud-based architectures, and secular growth in data from long-tailed trends including AI,
5G & IoT.
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Source: CBRE Clarion and Equinix Q2 2020 Earnings Presentation. Security is discussed for illustrative purposes only and should not be considered a recommendation or investment advice. This security was selected based on attributes which can illustrate our investment analysis. It should not be assumed
that an investment in this security was or will be profitable.

NOT A BROAD-BRUSH APPROACH
When identifying core infrastructure in the listed markets, we believe it is critical to look beyond industry classifications or
benchmark definitions to a company’s underlying assets. We identify core infrastructure companies through a detailed analysis
of company assets, sources of revenue, and predictability of future cashflows. While our process may result in a more inclusive
opportunity set than our peers, it is not one applied with a broad-brush at risk of style drift. Infrastructure is a dynamic and
evolving asset class. We believe our flexible and forward-looking approach, guided by our private market perspective, is
fundamental in successfully managing risk and delivering long-term outperformance.
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ABOUT CBRE CLARION SECURITIES
CBRE Clarion Securities is the listed equity management arm of CBRE Investment Management, a
global real asset investment firm sponsoring investment programs across real estate, infrastructure,
and private equity. CBRE Clarion manages client portfolios with a focus on generating attractive
risk-adjusted returns through a total return and income focused strategies. Headquartered near
Philadelphia, Pennsylvania, the firm has staff in offices in the United States, United Kingdom, Hong
Kong, Japan, and Australia.
The global transfer of ideas, in-depth local market research, and market intelligence distinguishes
CBRE Clarion. Our team of dedicated listed real asset investment professionals draws upon
the research and resources of CBRE’s global organization. Our global perspective and local
infrastructure and real estate market insight combined with our disciplined investment approach,
enhance our teams’ ability to underwrite risks and capitalize on potential opportunities.

IMPORTANT DISCLOSURES
©2020 CBRE Clarion Securities LLC. All rights reserved. The views expressed represent the opinions of CBRE
Clarion which are subject to change and are not intended as a forecast or guarantee of future results. Stated
information is provided for informational purposes only, and should not be perceived as investment advice
or a recommendation for any security. It is derived from proprietary and non-proprietary sources which have
not been independently verified for accuracy or completeness. While CBRE Clarion believes the information to
be accurate and reliable, we do not claim or have responsibility for its completeness, accuracy, or reliability.
Statements of future expectations, estimates, projections, and other forward-looking statements are based on
available information and management’s view as of the time of these statements. Accordingly, such statements
are inherently speculative as they are based on assumptions which may involve known and unknown risks and
uncertainties. Actual results, performance or events may differ materially from those expressed or implied in
such statements.
Past performance of various investment strategies, sectors, vehicles and indices are not indicative of future
results. Investing in infrastructure securities involves risk including potential loss of principal. Infrastructure
equities are subject to risks similar to those associated with the direct ownership of infrastructure assets.
Portfolios concentrated in infrastructure securities may experience price volatility and other risks associated
with non-diversification. While equities may offer the potential for greater long-term growth than some debt
securities, they generally have higher volatility. International investments may involve risk of capital loss from
unfavorable fluctuation in currency values, from differences in generally accepted accounting principles,
or from economic or political instability in other nations. There is no guarantee that risk can be managed
successfully. There are no assurances performance will match or outperform any particular benchmark.
Indices are unmanaged and not available for direct investment. PA09082020				
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