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Executive Summary:

We have seen huge volatility in the financial markets in Q1 2020, with a sharp economic downturn caused by the arrival
of the COVID-19 virus in Europe and North America and consumer demand/supply chains evaporating across multiple
industries. However, as a result of global government support, we subsequently saw the start of a potential recovery in
both the equity and debt capital markets in the run up to Easter.

Debt capital markets have seen record issuance across Europe (EUR 633.86bn to date), with corporates who have
robust credit ratings accessing multiple markets to preserve liquidity as uncertainty remains on the impact of the real
economy. Whilst, credit spreads initially widened significantly (on average 117bp ) for corporates, we have seen a
marked contraction over the last month. In addition, overall funding rates have been mitigated by lower “risk-free”
rates.

The timing of the economic recovery will have a significant impact on Governments’ funding support programmes and
their future debt issuance programmes.

Energy & Infrastructure has remained resilient as an asset class overall compared with other cyclical, consumer-driven
sectors. However, debt investors are reviewing individual sub-sectors which have been impacted within their portfolios.
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The above graphs demonstrate the significant falls in the equity markets and widening credit spreads as COVID-19 spread
from Asia to Europe and North America in March 2020, both capital markets have seen a marked improvement in the run
up to the Easter break.

This has been driven by investors’ confidence in Governments’ actions on their isolation strategies, significant
quantitative easing (“QE”), furloughing programmes and a hope that we will soon reach peak COVID-19 mortality rates.
However, we are only starting to see data from the impact on the real economy from the global pandemic and there
remains uncertainty in the timing of the recovery, which has a significant impact on both Government funding support
programmes and the financial recovery for corporates.

As such, whilst government bond rates remain at fundamental lows, we have seen a widening of yields more recently
reflecting in part a change in funding requirements in the coming months.
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Energy & Infrastructure sector update:

The graph below highlights the widening of credit spreads since the COVID- 19 virus began, reflecting
exposure to the GDP impact of the isolation strategy and expected recovery timescales.

Overall, we have seen a positive tightening (circa 25bp) of credit spreads in the sector since the debt
capital markets re-opened in March 2020. As a result of prompt action by Central Banks, investor
confidence has been returning to the credit markets for Energy & Infrastructure issuers with robust credit
ratings.

Significant issuance has taken place, predominantly in the USS and EUR capital markets, with a focus on
liquidity preservation as a priority over lower new issuance premiums.
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Corporates are focused on the well-being and safety of their employees and managing absence rates, the
impact of the supply chains and customer receivables. Most Energy & Infrastructure companies will be
resilient. However, we do believe a greater differentiation of infrastructure as an asset class will be seen
by credit investors across the respective sub-sectors.

= Power generation: Wholesale power prices have been impacted by a 20-30% reduction in demand,
due to countries’ home isolation strategies. Larger generators’ revenues are partially mitigated by a
rolling commodity hedging programmes. However, smaller players and renewable generators with
market driven revenue components e.g. ROCs will be impacted.

= Energy transmission and distribution: Limited impact by falling wholesale energy prices, but they are
highlighting an operational curtailment and focusing on essential projects. Majority of revenue
counterparty exposure will usually be to the larger utilities/energy suppliers, but exposure to the
smaller independent energy supply companies could have an impact on receivables cashflow in the
short term.

= Water utilities: In the UK, the larger water and sewerage companies (“WASCs”)/ European municipal
utilities are more integrated and still retain exposure to domestic retail customers. As such, ongoing
discussions with stakeholders (regulators/governments) on consumer payment holidays could also
impact short term cashflow.

= Transport: We believe this sub-sector is the most exposed to the impact of COVID-19 and it will be
important to explain to investors the individual risk mitigants and recovery plans: regulated versus
unregulated, counterparty exposures, GDP recovery scenarios and strategic positioning of asset. In
our opinion, rating agencies, banks and debt investors are looking to be constructive.
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Disclaimer

Disclosure

London Bridge Capital Limited (“LBC”) is a company authorised and regulated by the Financial Conduct Authority
(“FCA”).

Document disclosure
© LBC. All rights reserved. Any unauthorised use or distribution is strictly prohibited.

This document is produced by LBC solely for the purposes of marketing, illustration or discussion with a specific existing
or prospective client and its circulation is restricted to LBC's clients and their respective advisers. The contents may not
be reproduced, distributed or published by you for any purpose except with LBC’s express written permission.

The information and opinions set out in this document are LBC's or have been obtained or derived from sources that
LBC believe to be reliable and accurate, but no warranty of accuracy is given and no liability in respect of any errors or
omissions (including any third party liability) is accepted by LBC or any partner, officer or employee of LBC. All opinions
expressed herein are subject to market conditions and specific circumstances and are subject to change without notice.

This document is issued by LBC for private circulation to Eligible Counterparties and Professional Clients (as defined in
the Markets in Financial Instruments Directive 2004/39/EC) and professional advisers. This document is not prepared
for or issued to private or retail clients. It is not for release, publication or distribution, directly or indirectly, in or into
the United States of America.

This document does not constitute the distribution of any information or the making of any offer or solicitation by
anyone in any jurisdiction in which such distribution or offer is not authorised or to any person to whom it is unlawful
to distribute such a document or make such an offer or solicitation.

Investment disclaimer

In respect of any advice and/or recommendation that may be made in respect of investments and/or investment
transactions, whether such advice is verbal or written, the following matters are brought to your attention:

The value of investments and any income from them may fall as well as rise. Past performance is not a reliable indicator
of future results and investors may not get back the full amount invested. No indication or guarantee, whether express
or implied, is made in respect of future performance. In the case of investments likely to yield a high income, the income
from such investments may fluctuate in value in money terms. Where an investment involves exposure to a foreign
currency, then the value of that investment may rise or fall as a result of a change in the rates of exchange. In the case
of higher volatility investments, any loss on realisation may be very high (including total loss of investment), as the value
of such an investment may fall suddenly and substantially. Where an investment is made in investments that are not
readily realisable, it may be difficult for the investor to deal in that investment or to obtain reliable information about
its value or the extent of the risks to which it is exposed.

LBC does not advise on the tax or accounting consequences of borrowings or investments, and as such, you should seek
independent professional advice regarding such matters.



