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Marketing Material

A Washington punchline, no more?

For spending on U.S. infrastructure, the 2020 elections could mark a fairly decisive turning

point.
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/ _ After decades of underinvestment, U.S. infrastructure
remains in need of additional spending, creating poten-
tial opportunities for investors.

_ Overall, we would expect strong cross-party support
on infrastructure, with a narrowly divided Senate likely
playing a key role.

_ This highlights the complex interplay of economic and
political considerations in determining the legislative
details.
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hen it comes to U.S. politics, plenty remains uncer-

tain. One area, where the 2020 elections look

likely to mark a fairly decisive turning point con-
cerns spending on U.S. infrastructure. Of course, hopes for
bipartisan cooperation on infrastructure have failed to come
to fruition before. In recent years, the very term "Infrastruc-
ture Week" became something of a long-running joke among
Washington insiders.? Still, we are cautiously optimistic that
things might be different in the next four years.

Most obviously, the world’s leading economy may now sup-
port decarbonization, by re-joining the Paris agreement on
climate change.? Under President-elect Joe Biden, the next
administration is likely to bring a fresh focus to the energy
transition and fostering renewable sources. As a result, we
would expect more investment in grids, battery storage, and
a stronger promotion of transport electrification. Attempts
to reduce emissions, and support a nascent low-carbon eco-
nomy will probably startin early 2021, in so far as they concern
regulatory actions. However, most will only unfold over the
medium term.
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Already, there are strong underlying economic forces pushing
towards decarbonization, such as electricity renewables reaching
grid  parity. Somewhat independently from  policyma-
king, transport electrification has also continued to
proceed during the Trump presidency, with the spread of rech-
arging stations for electric vehicles. In our view, policy alignment
at the federal level is likely to reinforce these trends.

That said, the barbed exchanges concerning oil and gas explo-
ration during the final weeks of the presidential campaign
serve as a reminder that the new administration may need to
tread carefully. Fossil fuels in general and shale in particular
remain important economic engines in key battleground sta-
tes, as well as for the U.S. economy as a whole. Existing infra-
structure remains pivotal in supporting the energy transition
process over the coming years, in particular the role of gas.
However, the bulk of the flow of new capital may gradually
transition towards a greener infrastructure platform.

The picture is likely to be similarly nuanced in other areas,
reflecting the interplay of economic and political considera-

1 https://www.nytimes.com/2019/05/22/us/politics/trump-infrastructure-week.html
2 https://www.cnbc.com/2020/11/20/biden-to-rejoin-paris-climate-accord-heres-what-happens-next-html
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tions at state, local and national levels. For example, private
capital is already flowing based on digitalization trends,
with investment in fiber cables, datacenters and 5G mobile
networks. Demand for connectivity and data volumes con-
tinues to accelerate, supporting the outlook for investment in
fiber and datacenters. However, the private sector can only
proceed on its own where the economics add up. For new
investments, this still often means relatively dense, as well
as wealthy parts of the country. As a result, rural broadband
has emerged as a key topic in plenty of Congressional and
Senate races. The Biden administration might be well advised
to reach out to Republicans in Congress and at the state level,
who ran on promises of making rural broadband a priority.

More traditional infrastructure, particularly transporta-
tion, roads, bridges, airports and water networks, already
saw a strong push to accelerate spending during the out-
going administration, as part of President Trump's "Rebuild
America" agenda. An area of focus at the state and local level
has been social infrastructure, which can be broadly defined
as the construction and maintenance of facilities that serve
as the backbone for communities and societies. Examples
include hospitals, education, from schools to universities, and
public facilities, such as community housing and prisons.

As we previously explored in detail, much of thatinfrastructure
remains in desperate need for maintenance, after decades
of underinvestment.3 According to the American Society of
Civil Engineers, U.S. transportation and social infrastructure
currently see a 2 trillion dollar investment gap over the next
decade; low public investment has led to deferred main-
tenance, with the conditions of U.S. infrastructure being
"mostly below standard."4

To put this in perspective, infrastructure equity transactions
worth some 53 billion dollars have reached financial close by
end of November in 2020, showing resilience despite Covid-

19.5 Historically, the energy sector has represented the largest
share of both projects and capital flow, with most transactions
closing in the midstream®, liquefied natural gas, power, util-
ities and renewables sectors.

The municipal-bond market, as a competitive source of fund-
ing, has limited the involvement of private capital in transpor-
tation and social infrastructure, particularly compared to other
developed markets, such as Europe. However, transportation
and social infrastructure are gradually maturing, following the
removal of barriers to private capital. In recent years, all U.S.
states have developed legal frameworks for Public Private
Partnerships (PPPs), cooperative arrangements between two
or more public and private sectors, typically of a long-term
nature. Given the deep damage the pandemic has done to
finances at the state and local level, we may well see an accel-
eration in PPPs in the 2020s.

Overall, we see a decent chance for sufficient cross-party sup-
port for infrastructure spending, not least as a way to support
the economy and employment, in line with President-elect
Biden's "Build Back Better" agenda. Once again, however,
changes will take some time, and the final outcome of any bill
will be subject to compromise and negotiations.

That brings us to one key remaining area of uncertainty. Con-
trol of the Senate is still in balance until the two January 5 run-
off elections in Georgia. Control of the Senate is likely to be
closely divided whatever the outcome. The results may matter
less for the broad policy direction than the specific legislative
details in how it gets implemented. In particular, that comes
down to what measures or mix of measures, from tax credits,
public capital or guarantees, will be used to boost infrastruc-
ture investments. Needless to say that it is precisely such spe-
cifics that we believe determine the economics of emerging
opportunities and that we will be watching closely.

3 For further details, see our October 2018 report, "Understanding U.S. Infrastructure Opportunities and Challenges for Private Investment Strategies"

4 ASCE, Infrastructure Report Card 2017

5 Infrastructure Journal database as of 12/1/20, includes only equity transactions, excludes projects exposed to the upstream or downstream Oil & Gas sector
6 Midstream is a term used to describe one of the three major stages of oil and gas industry operations. It includes the processing, storing, transporting and

marketing of oil, natural gas, and natural gas liquids
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HISTORICAL INFRASTRUCTURE TRANSACTIONS IN THE UNITED STATES BY SECTOR
Traditionally, the energy sector has represented the largest share of both projects and capital flow, while transportation and

social infrastructure has been underdeveloped.
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Source: Infrastructure Journal database as of 8/27/20

GLOSSARY

Municipal bonds (Munis) are debt securities issued by a state,
municipality or country.

The Paris Agreement was reached after the 2016 United
Nations Climate Change Conference in Paris. It sets goals on
greenhouse-gas emissions mitigation, adaption and finance.

The Republican Party (Republicans), also referred to as Grand
Old Party (GOP), is one of the two major political parties in the
United States. It is generally to the right of its main rival, the
Democratic Party.
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The United States Congress is the legislature of the federal
government. It is comprised of the Senate and the House of
Representatives, consisting of 435 Representatives and 100
Senators.

The United States Senate is a legislative chamber consisting
of 100 Senators, with each state being represented by two
Senators. Senators are elected for six year, overlapping terms
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Important Information

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they operate their business activities. The respective
legal entities offering products or services under the DWS brand are specified in the respective contracts, sales materials and other product
information documents. DWS, through DWS Group GmbH & Co. KGaA, its affiliated companies and its officers and employees (collectively
"DWS") are communicating this document in good faith and on the following basis.

This document has been prepared without consideration of the investment needs, objectives or financial circumstances of any investor. Before
making an investment decision, investors need to consider, with or without the assistance of an investment adviser, whether the investments
and strategies described or provided by DWS Group, are appropriate, in light of their particular investment needs, objectives and financial
circumstances. Furthermore, this document is for information/discussion purposes only and does not constitute an offer, recommendation or
solicitation to conclude a transaction and should not be treated as giving investment advice.

The document was not produced, reviewed or edited by any research department within DWS and is not investment research. Therefore, laws
and regulations relating to investment research do not apply to it. Any opinions expressed herein may differ from the opinions expressed by
other legal entities of DWS or their departments including research departments.

The information contained in this document does not constitute a financial analysis but qualifies as marketing communication. This marketing
communication is neither subject to all legal provisions ensuring the impartiality of financial analysis nor to any prohibition on trading prior to
the publication of financial analyses.

This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, pro-
jections, opinions, models and hypothetical performance analysis. The forward looking statements expressed constitute the author's judgment
as of the date of this document. Forward looking statements involve significant elements of subjective judgments and analyses and changes
thereto and/or consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results
may vary, perhaps materially, from the results contained herein. No representation or warranty is made by DWS as to the reasonableness or
completeness of such forward looking statements or to any other financial information contained in this document. Past performance is not
guarantee of future results.

We have gathered the information contained in this document from sources we believe to be reliable; but we do not guarantee the accuracy,
completeness or fairness of such information. All third party data are copyrighted by and proprietary to the provider. DWS has no obligation to
update, modify or amend this document or to otherwise notify the recipient in the event that any matter stated herein, or any opinion, projection,
forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

Investments are subject to various risks, including market fluctuations, regulatory change, possible delays in repayment and loss of income and
principal invested. The value of investments can fall as well as rise and you might not get back the amount originally invested at any point in
time. Furthermore, substantial fluctuations of the value of any investment are possible even over short periods of time. The terms of any inves-
tment will be exclusively subject to the detailed provisions, including risk considerations, contained in the offering documents. When making
an investment decision, you should rely on the final documentation relating to any transaction.

No liability for any error or omission is accepted by DWS. Opinions and estimates may be changed without notice and involve a number of
assumptions which may not prove valid. DWS or persons associated with it may (i) maintain a long or short position in securities referred to
herein, or in related futures or options, and (ii) purchase or sell, make a market in, or engage in any other transaction involving such securities,
and earn brokerage or other compensation.

DWS does not give taxation or legal advice. Prospective investors should seek advice from their own taxation agents and lawyers regarding
the tax consequences on the purchase, ownership, disposal, redemption or transfer of the investments and strategies suggested by DWS. The
relevant tax laws or regulations of the tax authorities may change at any time. DWS is not responsible for and has no obligation with respect to
any tax implications on the investment suggested.

This document may not be reproduced or circulated without DWS written authority. The manner of circulation and distribution of this document
may be restricted by law or regulation in certain countries, including the United States.

This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any
locality, state, country or other jurisdiction, including the United States, where such distribution, publication, availability or use would be contrary
to law or regulation or which would subject DWS to any registration or licensing requirement within such jurisdiction not currently met within
such jurisdiction. Persons into whose possession this document may come are required to inform themselves of, and to observe, such restrictions.
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