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EDHECinfra indices and benchmarks aim to provide a representative, risk-adjusted view of the performance of investments in unlisted infrastructure equity and private debt. These indices respond to a
clear demand on the part of asset owners and managers to have access to better measures of value and risk
when defining and comparing infrastructure investment strategies, monitoring performance and setting
risk budgets. In the 2019 EDHEC/GIH survey of infrastructure investors, 90% of respondents declared that
their current choice of absolute or relative benchmarks were not representative and did not adequately
measure risk and performance.
EDHECinfra produces calculated (as opposed to contributed) indices: our data and technology allows
re-pricing hundreds of individual assets through time, using actual transaction prices to recalibrate expected returns (and discount rates). This approach uses market inputs, thus avoiding the smoothing of
returns caused by appraisal valuations and providing a genuine fair value assessment of performance.
Unlike other private indices, which only report an average performance, EDHECinfra indices include the
effect of diversification and provide advanced risk metrics such as volatility, value-at-risk and risk factor
prices. The index calculation method is summarised below in four key steps.
Further details can be found in a series of in-depth documents available at edhec.infrastructure.institute.

Step 1: A Representative Universe
Universe construction uses systematic rules to identify principal markets (IFRS-13) and select individual
companies. As of early 2019, the EDHECinfra Universe includes 25 countries and more than 5,000 firms.
Identify Principal Markets

Select the Investible Universe

Create the Sampled Universe

• Minimum secondary/primary
market activity ratio: 20%
• Minimum market size: 0.5% of
the global deal flow
• Minimum data availability
(Company name, size, dates)

• Privately owned companies
tm
• Qualify as infra under TICCS
• >70% revenues from
infrastructure-related activity
• Data availability: financials
• 4-year min operational age

• >50% coverage of market size
by book value
• Representative sample of investible firms by country, sector and business model over
time

Step 2: A Standardised Database
EDHECinfra collects company level data from public and private sources for all firms in the Sampled
Universe according to the Global Infrastructure Investment Data Standard. The hundreds of firms
included in the Sampled Universe represent millions of data points.
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financials
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EDHECinfra data contributors follow a Data Contributor Code of Conduct, which also defines the minimum data required for contributions to be included in the database.

EDHECinfra Index Methodology
Step 3: Fair Value Asset Pricing
EDHECinfra produces fair value estimates for equity and senior debt instruments in each infrastructure
firm in its Sampled Universe. The IFRS-13 fair value is the average price of a financial asset based on what
buyers and sellers in any principal market are willing to pay at the time of evaluation.
In each period, excess returns are implied from the combination of actual transaction prices and dividend
or senior debt payment forecasts. These expected returns represent the aggregate market price of risk for a
cross-section of equity or debt investments at that point in time. They are then decomposed into multiple risk factor premia (e.g. the size or leverage risk premia) using a cross-sectional regression.
Each risk premia in a given period can then be applied to all relevant investments at that time, whether
they are traded or not, using each company’s `factor loadings’ (e.g. its actual size or leverage) to derive a
market-implied discount rate for each investment.
Identify risk factors based on
economics and financial theory

Dividend or
Senior Debt Payments
Forecasts

Transaction
Prices

Estimate risk factor premia
over time using expected payments,
transaction prices and risk exposures.
Market-implied
term structure
of discount factors

Hedonic Factor Pricing:
Apply estimated risk premia
to the risk exposures of companies.

Discounted cash flow
estimate of the
fair market value of
each asset over time

Step 4: Risk-Adjusted Performance Indices
Individual constituents returns are computed in both local or major currencies and aggregated using different
weighting schemes to compute quarterly index values. EDHECinfra indices use three weighing schemes.

Value
weighted

Assets are
weighted based
on their fair
value at the time.

Capped
value
weighted

A weight cap
prevents large
assets from
skewing the index.

Equally
weighted

Each asset
makes an equal
contribution to
the index.

We compute the return covariance of each pair of constituents in the Sampled Universe. This allows us to
compute index risk metrics such as volatility, drawdown and value-at-risk. Filters are applied to the Sample
Universe such as geography, sector or business model to create sub-index families.
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• Regulated
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• Contracted
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• Renewables
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debt sub-indices
Business
risk

Broad
sectors

Credit

• Regulated

• Transport
• Social
infrastructure

• Default risk

• Contracted
• Merchant

• Energy
• Renewables

Find out more at edhec.infrastructure.institute

• Maturity
• Instrument
currency

