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Summarizing our outlook

Listed infrastructure experienced challenging trading conditions in 2023. More resilient economic data ultimately
pushed back market expectations of timing for both peak interest rates, as well as the potential for rate cuts. The
consensus macro call shifted from recession to soft landing. These dynamics led stocks typically perceived as interest
rate sensitive and defensive to materially underperform.

The good news is that today’s listed infrastructure valuations offer an attractive entry point, with the asset class
trading cheap relative to both broader global equities and unlisted infrastructure. VValuations versus equities screen
near levels seen during the Global Financial Crisis, and listed infrastructure trades at an estimated 30 percent discount
to the latest available unlisted infrastructure transaction data.

We also expect 2024 will bring a combination of decelerating growth and inflation that exceeds long-term
averages, a backdrop that has historically been positive for the relative performance of listed infrastructure. If 3
deeper recession does materialize, history tells us that most risk assets—including listed infrastructure—would
experience short-term selling pressure, but more defensive equity assets like infrastructure should outperform.

Alongside attractive valuations and a more supportive macro environment, we expect the fundamentals of listed
infrastructure businesses to remain solid in the year ahead. The fundamental performance of listed infrastructure
companies could also begin to appear increasingly differentiated as the consumer weakens.

2024 should present ample opportunities to generate excess returns from stock picking. \Within listed
infrastructure, our portfolios have already been benefitting from several pockets of dislocation that we felt had created
scope for mean reversion, even in sectors with exciting fundamental dynamics. We also believe the pessimism reflected
in select Chinese infrastructure stocks may now be overdone.

Moving beyond the immediate future, the long-term outlook for listed infrastructure remains attractive. \We have
high conviction that fundamental growth drivers for listed infrastructure companies will remain tailwinds that will
outlast today’s macro concerns.



| nfrast ry Ctu re StOC |<S are cC h eap After a year in which defensive stocks suffered disproportionately from the higher-for-longer rate narrative,

we believe listed infrastructure is attractively valued to start 2024. Valuations look cheap relative to

'tO Start 2 02 4) en h ancin g our equities, with the stocks trading near levels seen during the Global Financial Crisis. This is despite the

bounce we saw late last year, when a series of softer inflation prints and weaker economic data catalyzed a

CcO nﬁ d ence t h at U Sted sharp pull back in bond yields. Listed infrastructure also looks attractively priced relative to unlisted
infrastructure assets, with average trading multiples for listed infrastructure companies at an estimated 30

i nfraSt ru Ct ure Wl u ou t pe rfO rm percent discount to the latest available private infrastructure transaction data.

over a t h ree—year h O ri Z0N. The current valuation backdrop enhances our confidence that listed infrastructure will outperform over a
three-year horizon.

Infrastructure stocks now trade at EV/EBITDA multiple spreads
relative to equities in excess of one standard deviation from long
term averages
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As of 31 December 2023. Source: FactSet. Weighted average enterprise value (EV) to EBITDA price multiples
are used to measure valuations. The spread plotted is the EV/EBITDA of the FTSE Global Core Infrastructure
50/50 index minus the EV/EBITDA of the MSCI ACWI index. Indices are unmanaged and do not take into
account fees, expenses, and transaction costs and it is not possible to invest in an index. Expensive and cheap
valuations are represented by spreads higher or lower than one standard deviation from the mean,
respectively. Fair value is represented by valuations between one standard deviation from the mean.

The latest divergence in private and public infrastructure multiples
relative to historical levels provides additional valuation support
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As of 31 December 2023. Source: FactSet, Macquarie Asset Management. Straight average enterprise value (EV) to EBITDA
price multiples are used to measure valuations for listed infrastructure (FTSE Global Core Infrastructure 50/50 index) for
comparability with private transaction data. Macquarie Asset Management private EV/EBITDA data is based on 1,054 data
transaction multiples for deals that reached financial close between January 2008 and December 2022. The dataset is
spread by sector, including transport, utilities, digital infrastructure, renewables, energy, and diversified.



: : Whether 2024 brings a soft landing or deeper recession, our base case expectation is for decelerating growth alongside
Will 2024 bring a soft i Aot case . .
inflation that exceeds long-term averages. This combination has historically proven positive for the relative

Lan d | N g or -t rad |t|O N a[ performance of listed infrastructure.
. . . Like many market participants, we expect volatility in the opening months of 2024 as the market reconciles its calls for
recession? Either way, listed
° )

both a soft landing and interest rate cuts in the first part of the year. We continue to see this combination as

] improbable. Should economic data remain stable, we do not believe that the Fed or other developed market central
| nfraSt ru CtU res h Oou I'd be d banks will be in a hurry to cut rates. At the same time, if a recession does occur in the next twelve months as leading

re La‘U\/e V\/| NnNer economic indicators continue to foreshadow, there is downside risk to the market’s expectations for the economy. We
are not optimistic the market will take materially weakening economic data in stride for an extended period of time.

Listed infrastructure vs equities performance in various inflation and growth regimes

B Listed infrastructure ® Global equities

EXPECTED MACRO
CONDITIONS IN 2024
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As of 30 September 2023. Source: FactSet. Growth represented by yoy change in real GDP growth. Inflation represented by the yoy change in U.S. core CPI. Listed infrastructure is represented by a 50/50 blend of MSCI ACWI Utilities Index and
the Alerian MLP Index from 12/31/1995 through 3/31/2006, and the FTSE Global Core Infrastructure 50/50 Index thereafter. The FTSE index launched in March 2015. Equities is represented by the MSCI ACWI. Past performance does not

guarantee future results. Indices are unmanaged and do not take into account fees, expenses, and transaction costs and it is not possible to invest in an index. There is no guarantee that any forecasts made will come to pass. It should not be
4 relied upon solely to make investment decisions. Past performance does not guarantee future results.
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If a deeper recession or crisis does materialize, history tells us that most risk assets—including listed infrastructure—
S h ou Ld a recess | on would experience short-term selling pressure. We would emphasize that more defensive equity assets like
: . infrastructure should still outperform, consistent with two of three recessionary periods over the past 30 years. The
m ate [l aU Ze, we WOou Ld exception was the 2020 recession brought on by the COVID-19 pandemic, during which fundamentals of
transportation infrastructure companies were heavily impacted by mobility restrictions from which many large equity

S peCt Ll Sted | rncraSt ru Ctu re index constituents benefitted.
tO O Ut pe r]co rm as |t d |d N t h e The primary scenario in which listed infrastructure could underperform equities is if the market is again forced to
2 OO /I & 2 008—09 recess | ONS quickly digest upside risk to terminal rates, possibly resulting from a reversal in the inflation trend, or stronger

) economic growth. Even so, we’d likely see less pronounced underperformance than we saw in a similar situation in

2023 given what relative valuations are now reflecting.

Listed infrastructure has outperformed in two of three recessions Listed infrastructure has a track record of outperforming over a full rate cycle,
over the past 30 years even after performance was challenged as rates were hiked
(Data labels show GLI returns relative to equities at each phase during the 1999-2003 Fed Fund rate cycle)
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Source: National Bureau of Economic Research (NBER), FactSet. NBER was utilized to identify past recessions. Listed infrastructure is represented by a 50/50 blend of MSCI ACWI Utilities Index and the Alerian MLP Index from 12/31/1995 through
3/31/2006, and the FTSE Global Core Infrastructure 50/50 Index thereafter. The FTSE index launched in March 2015. Equities is represented by the MSCI All Country World Index. Past performance does not guarantee future results. Indices are
5 unmanaged and do not take into account fees, expenses, and transaction costs and it is not possible to invest in an index.



Against the backdrop of compelling valuations and a macroeconomic environment that is more favorable to the asset class,
we expect fundamentals of listed infrastructure businesses to remain solid in the year ahead. Historically, listed infrastructure

Listed infrastructure

]CU N d ame ﬂta[S cCOU Ld p rove has offered lower earnings volatility and better cashflow visibility than equities. We also believe the fundamental outlook for
listed infrastructure could start to be increasingly differentiated, largely because infrastructure businesses offer products and
INCreasin g Ly d |]C]Ce re n‘t | ated services for which demand is relatively inelastic. A weaker consumer in 2024 will be forced to make choices about how to

spend as economic growth slows, and ‘needs’ will likely take priority over ‘wants.’

N 2 OZ 4’ part IcU Larty HC t h c As infrastructure businesses are capital intensive, higher interest rates have had a modest impact on earnings in 2023,

consumer Weake NS as |S although many companies were able to offset such headwinds through other cost cutting initiatives. Looking ahead, as
interest rates stabilize below their peak levels and rate cuts materialize, financing costs could begin to serve as a tailwind for

]CO recaSted . infrastructure earnings. More broadly, balance sheets remain in solid condition, with long-dated debt an ongoing feature of
the asset class.

Listed infrastructure has historically delivered lower earnings Balance sheets of listed infrastructure companies remain solid, as long-dated
volatility than equities with better cashflow visibility debt is a defining feature of the asset class
mmm Global listed infrastructure Global equities Global listed infrastructure debt maturity schedule
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As of 20 November 2023. Source: FactSet. Equities earnings growth is represented by index-level earnings As of November 2023. Source: FactSet.

growth of the MSCI ACWI index. Global listed infrastructure earnings growth from 2000 to March 2015 is
represented by the average earnings growth of the constituents of the FTSE Global Core Infrastructure 50/50
index at its inception in March 2015, and by the index-level earnings growth of the FTSE Global Core
Infrastructure 50/50 index thereafter.



The market’s focus on interest rates in 2023 was not always applied evenly in our view. This was evident
across equity markets more generally, as select long-duration equities such as the ‘Magnificent 7° were
rewarded for their visible growth, strong balance sheets, and other quality characteristics, while many other
stocks struggled, despite offering similar features. The market’s lack of focus on fundamentals was also
evident within the listed infrastructure opportunity set, where some sectors with the more positively
differentiated growth opportunities experienced the most turmoil when market perception of greater
interest rate sensitivity became the single most important factor driving stock prices at various points
throughout the year. We highlight cell phone towers and renewables developers as examples in the table
below. We also believe the pessimism reflected in select Chinese infrastructure stocks may now be overdone.

Within listed infrastructure, we
see ample room for stock picking
in 2024. Pockets of dislocation

have created strong potential for
share price recovery.

Opportunity What happened in 2023? What will matter in 2024?

Cell phone tower
operators

Renewables
developers

Select Chinese
infrastructure
operators

Rising rates pressured this long duration sector

Organic top line growth decelerated as telecom
providers prepare for the next phase of capex

Public companies responded to higher rates by
pivoting to improve balance sheets vs the M&A focus
of recent years

Markets priced in higher discount rates and there were
fears of asset write-downs and less private market
demand for renewables

Disappointing 3Q23 updates from several high-profile
companies further challenged market sentiment

The 4Q22 rally sparked by China abandoning its
zero-COVID policies proved short-lived

Equities faced a deluge of weaker economic data,
ongoing property market stress, geopolitical conflict,
and underwhelming policy responses

The Hang Seng index ended the year trading near
20-year low valuations

As of December 2023. Source: Principal Real Estate.

The favorable long-term backdrop for growth with revenues linked to structural drivers, like data
consumption and the 5G rollout

A positive inflection point in organic growth expected in H2
Outcomes of strategic reviews and ongoing progress on deleveraging

Tower stocks screen cheaply, particularly relative to private data points—public companies trade at
high-teens EV/EBITDA multiples vs recent private deals up to 28x

Returns on capital deployed in renewables development could be stronger than they have been in
years, particularly for developers operating at scale

Power purchase agreement (PPA) pricing has largely captured higher capital costs

The offshore wind industry, which has been among the most challenged due to higher capital inputs,
looks to be stabilizing as governments accept higher pricing to achieve clean energy goals

2024 should be the first-year companies materially benefit from the Inflation Reduction Act

Fundamentals generally remain more stable and/or stronger than reflected in share prices

Natural gas volumes continue to grow at high single digits for distribution companies with higher
quality Tier 1 city exposure, and sector earnings momentum should resume

We expect ongoing recovery in international traffic to China to provide a positive catalyst for airport
stocks, as data shows China-Europe capacity increasing to 100% of 2019 levels (60% in Q4) and China-
U.S. capacity increasing to 40% of 2019 levels (20% in Q4) in the first quarter



We have high conviction that fundamental growth drivers for listed infrastructure companies will remain
tailwinds that meaningfully outlast today’s macro concerns. We continue to expect utility and energy

The long-term outlook for the

U Sted | nfrast ry Ct ure as Set C LaS S infrastructure companies to accelerate investment for the clean energy transition as we move into the latter

half of the decade and are further encouraged by recent company commentary pointing to accelerating

rem a| NS a‘t‘t raC'Uve \/\/e SuU g g eSt electricity demand. More electricity demand creates greater bill headroom for capital investment. In addition,

demographic trends are driving new demand for all types of infrastructure, and the increasing digitalization of

i ﬂ\/eStO 'S take ad \/aﬂtag e Of our world represents a favorable driver for digital infrastructure companies in particular.
tod ay’S ent ry pO| Nt to b U | [d a Taking the long-term view, listed infrastructure should continue to deliver comparable returns to global

equities at meaningfully lower volatility. For investors who do not yet have a strategic allocation to listed

St rateg |C a[[oca‘“o n. infrastructure, we would strongly suggest leveraging the current valuation backdrop as an entry point into an
asset class that has the potential to add value to diversified portfolios for decades to come.

Annual investment in the clean energy Increasing global middle class drives further Global mobile data traffic is expected to more
transition should accelerate later this decade demand for infrastructure than triple by the 2029
(Average annual capital expenditures) (EB per month)
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Index descriptions

FTSE Global Core Infrastructure 50/50 Index - index launch date is 2 March 2015. The Index includes the listed stocks of companies that meet FTSE Russell’s definition of core infrastructure. To be included in the index, companies must
derive a minimum of 65% of their revenue from FTSE Russell-defined core infrastructure activities.

The MSCI All World Country Index - is designed to track broad global equity-market performance. It comprises the stocks of nearly 3,000 companies from 23 developed countries and 25 emerging markets.

The MSCI ACWI Utilities Index - captures large and mid cap representation across 23 Developed Markets and 24 Emerging Markets countries. All securities in the index are classified in the Utilities sector as per the Global Industry
Classification Standard.

The Alerian MLP Infrastructure Index - is a composite of energy infrastructure Master Limited Partnerships (MLPs). The capped, float-adjusted, capitalization-weighted index constituents earn the majority of their cash flow from
midstream activities involving energy commodities.
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Important information

Risk Considerations

Investing involves risk, including possible loss of Principal. Past Performance does not guarantee future return. All financial investments involve an element of risk. Therefore, the value of the investment and the
income from it will vary and the initial investment amount cannot be guaranteed.

Infrastructure issuers may be subject to regulation by various governmental authorities and may also be affected by governmental regulation of rates charged to customers, operational or other mishaps, tariffs

and changes in tax laws, regulatory policies and accounting standards. Foreign securities involve special risks, including currency fluctuations, lower liquidity, political and economic uncertainties and differences
in accounting standards. Some international securities may represent small and medium-sized companies, which may be more susceptible to price volatility and may be less liquid than larger companies.

Important information

This material covers general information only and does not take account of any investor’s investment objectives or financial situation and should not be construed as specific investment advice, a
recommendation, or be relied on in any way as a guarantee, promise, forecast or prediction of future events regarding an investment or the markets in general. The opinions and predictions expressed are subject
to change without prior notice. The information presented has been derived from sources believed to be accurate; however, we do not independently verify or guarantee its accuracy or validity. Any reference to a
specific investment or security does not constitute a recommendation to buy, sell, or hold such investment or security, nor an indication that the investment manager or its affiliates has recommended a specific
security for any client account.

Subject to any contrary provisions of applicable law, the investment manager and its affiliates, and their officers, directors, employees, agents, disclaim any express or implied warranty of reliability or accuracy
and any responsibility arising in any way (including by reason of negligence) for errors or omissions in the information or data provided.

All figures shown in this document are in U.S. dollars unless otherwise noted.

This material may contain ‘forward looking’ information that is not purely historical in nature. Such information may include, among other things, projections and forecasts. There is no guarantee that any
forecasts made will come to pass. Reliance upon information in this material is at the sole discretion of the reader.

This material is not intended for distribution to or use by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.
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Important information

This document is intended for use in:

The United States by Principal Global Investors, LLC, which is regulated by the U.S. Securities and Exchange Commission.

Europe by Principal Global Investors (Ireland) Limited, 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296, Ireland. Principal Global Investors (Ireland) Limited is regulated by the Central Bank of Ireland. Clients
that do not directly contract with Principal Global Investors (Europe) Limited (“PGIE”) or Principal Global Investors (Ireland) Limited (“PGII”) will not benefit from the protections offered by the rules and
regulations of the Financial Conduct Authority or the Central Bank of Ireland, including those enacted under MiFID Il. Further, where clients do contract with PGIE or PGII, PGIE or PGIl may delegate
management authority to affiliates that are not authorised and regulated within Europe and in any such case, the client may not benefit from all protections offered by the rules and regulations of the
Financial Conduct Authority, or the Central Bank of Ireland. In Europe, this document is directed exclusively at Professional Clients and Eligible Counterparties and should not be relied upon by Retail Clients
(all as defined by the MiFID).

United Kingdom by Principal Global Investors (Europe) Limited, Level 1, 1 Wood Street, London, EC2V 7 JB, registered in England, No. 03819986, which is authorized and regulated by the Financial Conduct
Authority (“FCA”).

United Arab Emirates by Principal Global Investors LLC, a branch registered in the Dubai International Financial Centre and authorized by the Dubai Financial Services Authority as a representative office and is
delivered on an individual basis to the recipient and should not be passed on or otherwise distributed by the recipient to any other person or organisation.

Singapore by Principal Global Investors (Singapore) Limited (ACRA Reg. No. 199603735H), which is regulated by the Monetary Authority of Singapore and is directed exclusively at institutional investors as
defined by the Securities and Futures Act 2001. This advertisement or publication has not been reviewed by the Monetary Authority of Singapore.

Australia by Principal Global Investors (Australia) Limited (ABN 45 102 488 068, AFS Licence No. 225385), which is regulated by the Australian Securities and Investments Commission and is only directed at
wholesale clients as defined under Corporations Act 2001.

This document is marketing material and is issued in Switzerland by Principal Global Investors (Switzerland) GmbH.

Hong Kong SAR (China) by Principal Asset Management Company (Asia) Limited, which is regulated by the Securities and Futures Commission. This document has not been reviewed by the Securities and
Futures Commission.

Other APAC Countries/Jurisdictions, this material is issued for institutional investors only (or professional/sophisticated/qualified investors, as such term may apply in local jurisdictions) and is delivered on an
individual basis to the recipient and should not be passed on, used by any person or entity in any jurisdiction or country where such distribution or use would be contrary to local law or regulation.

Principal Funds are distributed by Principal Funds Distributor, Inc.

© 2024 Principal Financial Services, Inc. Principal®, Principal Financial Group®, Principal Asset Management, and Principal and the logomark design are registered trademarks and service marks of Principal
Financial Services, Inc., a Principal Financial Group company, in various countries around the world and may be used only with the permission of Principal Financial Services, Inc. Principal Asset Managements“ is a
trade name of Principal Global Investors, LLC. Principal Real Estate is a trade name of Principal Real Estate Investors, LLC, an affiliate of Principal Global Investors.
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