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Introduction

Real assets — from infrastructure and real estate to natural resources, continue to sit at the
intersection of global macro change and structural opportunity. Earlier this year, we outlined
Fulcrum’s 2025 Real Asset Outlook: a world defined by trade tensions, policy shifts, and the
acceleration of digital and energy infrastructure. Now, as the year unfolds, we look at how
those themes are playing out — and what investors should focus on next.
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Fulcrum's initial outlook highlighted several key forces:

e The re-emergence of trade tariffs as a market driver, shaping global cost structures and
inflation expectations.

e Aregional bifurcation with the United States outpacing Europe and parts of the
emerging world.

e And finally, a set of structural tailwinds — from Al-driven digital infrastructure to the
energy transition — creating pockets of enduring opportunity.
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What has happened since

High tariffs here to stay
Infrastructure Real Estate M Natural Res_o_”rces
- & Commaodities

Trade and tariff dynamics have really dominated the story since January. The U.S. has rolled
out a new wave of tariffs this year — a 10 percent baseline on most imports, with much higher
rates on metals, autos, and tech components. That's pushed up costs across construction and
manufacturing, hitting global supply. Real-asset companies with domestic supply chains have
generally held up better.

More reshoring to come
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Given the tariff upheaval, there was an expectation of widespread reshoring. In the U.S.,
sentiment toward bringing production home has strengthened at the C-suite level, but it's still
too early to gauge how far this will go, given the complexity of dismantling supply chains built
over decades. At the same time, U.S. isolationist policies and the renewed focus on energy
security have pushed the EU to pursue greater strategic autonomy. Earlier this year, Germany
announced a record €500 billion stimulus package to modernize its energy, transport, and
digital infrastructure — a clear signal of Europe’s intent to future-proof its economy.

US IRA policy clarity
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Energy-transition clarity has improved. Uncertainty surrounding U.S. policy around the IRA has
largely lifted, with clearer tax-credit timelines now extending through to 2032. This has given
developers greater confidence to resume projects and plan for the future, particularly in solar
and onshore wind. What looked set to be most doomed at the start of the year has become
one of the strongest performing. However, offshore wind remains challenged as it continues to
be seen as a political pawn within the Trump administration.

Rate cuts slower than
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Since January, rates have started to edge lower, but central banks are moving cautiously. The
Fed made its first cut in September, and the Bank of England have made 3 this year — both
keeping policy around 4%. Inflation is easing but still sticky, so borrowing costs remain high by
recent standards. For real assets, that means financing is still tight, yet the worst of the rate
pressure looks to be behind us. Income-generating assets like infrastructure and renewables
continue to hold up best as investors refocus on stable, inflation-linked cash flows.
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Global investment in Al
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Global investment in artificial intelligence is now approaching one trillion dollars a year,
marking one of the largest capital-expenditure cycles in modern history. This wave of spending
is creating a powerful new connection between technology and energy: data centres already
consume around two percent of global electricity, a share expected to more than double by
2030. Meeting this demand will require substantial new generation, transmission, and storage
capacity. While both natural gas and nuclear are seeing renewed interest, each faces
constraints — gas-turbine delivery times now stretch to around seven years, and new nuclear
projects can take a decade or more to come online. In contrast, renewable projects can be
deployed in as little as 18 months, making them the fastest and most scalable solution to
power the Al era.

Innovation in
Natural Capital Worse in 2025
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Natural Capital has emerged at the forefront of Real Assets this year. COP 30, set in the
Amazon, is being positioned not only for its symbolic location but for its commitment to
integrating climate and biodiversity objectives. The conference aims to accelerate global
efforts to align climate and nature goals by addressing deforestation, promoting biodiversity,
and transforming food systems. At Fulcrum, we are actively exploring a range of nature-based
solutions to support this evolving agenda and drive sustainable long-term value. To find out
more, make sure to check out our latest article here.

Key lessons

Selectivity within the energy transition is vital. Grid, and electrification assets are delivering
tangible cash flows, while areas such as Nuclear SMRs remain at an early and capital-intensive
stage.

Policy and regional divergence is now a structural source of opportunity. Europe’s renewed
fiscal support contrasts with a more uncertain U.S. policy backdrop, and this dispersion
demands active allocation across geographies and subsectors.

Valuation and income support remain attractive. Listed real-asset valuations are still below
long-term averages, while underlying cash yields of up to 4% provide a stable income base.
That combination of income and inflation sensitivity continues to anchor real assets within
diversified portfolios.

Finally, the link between technology and infrastructure is deepening. The surge in digital
activity and electrification is driving sustained demand for energy, utilities, and
communications infrastructure — reinforcing the long-term investment case for real assets as
enablers of both economic growth and decarbonisation.”
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https://fulcrumasset.com/insights/investment-insights/portfolio-construction-for-natural-capital-portfolios/
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Source: Fulcrum Asset Management, as at February 2025

Natural Capital has become a central focus within Real Assets this year. COP 30, set in the
Amazon, is being positioned not only for its symbolic location but for its commitment to
integrating climate, biodiversity, and diversification objectives. The conference aims to
accelerate global efforts to align climate and nature goals by addressing deforestation,
promoting biodiversity, and transforming food systems. At Fulcrum, we are actively exploring a
range of nature-based solutions, as outlined in our latest article, to support this evolving
agenda and drive sustainable long-term value.
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Disclaimer

This content is provided for informational purposes and is directed to clients and eligible
counterparties as defined in Directive 2011/61/EU (AIFMD) and Directive 2014/65/EU (MiFID 1)
Annex Il Section | or Section Il or an investor with an equivalent status as defined by your local
jurisdiction. Fulcrum Asset Management LLP (“Fulcrum”) does not produce independent Investment
Research and any content disseminated is not prepared in accordance with legal requirements
designed to promote the independence of investment research and as such should be deemed as
marketing communications. This document is also considered to be a minor non-monetary (‘(MNMB’)
benefit under Directive 2014/65/EU on Markets in Financial Instruments Directive (‘"MiFID II') which
transposed into UK domestic law under the Financial Services and Markets Act 2000 (as amended).
Fulcrum defines MNMBs as documentation relating to a financial instrument or an investment service
which is generic in nature and may be simultaneously made available to any investment firm wishing
to receive it or to the general public. The following information may have been disseminated in
conferences, seminars and other training events on the benefits and features of a specific financial
instrument or an investment service provided by Fulcrum.

Any views and opinions expressed are for informational and/or similarly educational purposes only
and are a reflection of the author’s best judgment, based upon information available at the time
obtained from sources believed to be reliable and providing information in good faith, but no
responsibility is accepted for any errors or omissions. Charts and graphs provided herein are for
illustrative purposes only. The information contained herein is only as current as of the date indicated,
and may be superseded by subsequent market events or for other reasons. Some of the statements
may be forward-looking statements or statements of future expectations based on the currently
available information. Accordingly, such statements are subject to risks and uncertainties. For
example, factors such as the development of macroeconomic conditions, future market conditions,
unusual catastrophic loss events, changes in the capital markets and other circumstances may cause
the actual events or results to be materially different from those anticipated by such statements. In
no case whatsoever will Fulcrum be liable to anyone for any decision made or action taken in
conjunction with the information and/or statements in this press release or for any related damages.
Reproduction of this material in whole or in part is strictly prohibited without prior written permission
of Fulcrum Copyright © Fulcrum Asset Management LLP 2025. All rights reserved.
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