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Cities as places where people congregate to 
live, work and play have been pivotal in human 
development for millennia. In 2008, for the first 
time in history, the urban population exceeded 
the rural. This means that cities have now 
become the places where the majority of people 
have migrated for economic and social reasons. 

In ‘City Economics’ the economist Brendan 
O’Flaherty states that ‘cities…persist…as 
they have for thousands of years – only if their 
advantages offset the disadvantages’, and this is 
a key driver of their enduring success. More than 
two millennia ago, cities were already playing a 
key role in human society, and were at the heart 
of local communities. Ancient Greece obviously 
exemplifies the flourishing of the original ‘city-
state’ but it was far from alone as archaeological 
evidence from Mesopotamia, Phoenicia and the 
ancient Biblical lands all testify. Archaeology 
shows that these cities were well organised 
around a public square – the Agora – a temple 
and places for trade. The Romans further 
developed the idea that cities (specifically 
Rome) equated to civilisation and the exercise of 
power and empirical expansion. In addition, the 
relationship between cities throughout the Roman 
Empire were at the heart of a sense of identity, 
security and belonging as well as economic and 
social wellbeing.

Cities grew and changed only sporadically until 
the age of industrialisation; opportunities to 
reassess the fundamental role of the city (such 
as the Great Fire of London) were often missed, 
although ‘planning’, for instance in nineteenth-
century Paris, was taken to a new level when 
George Haussmann demolished significant parts 
of the old city’s medieval quarter to make way 
for a network of spacious boulevards that were 
lighter, cleaner and healthier. 

Cities are always the victims of their history 
and geography as well as of time and culture. 
Today, as old cities become larger and more 

overcrowded, the challenge to make them 
liveable and sustainable is immense, outgrowing 
their original capacity and with an urgent need 
to rethink their design. Depending on their 
geography, size, history and climate, cities face 
different challenges and will need to adapt in 
different ways. In the UK one such model was the 
‘garden city’ – a solution to urban overcrowding 
and slum dwelling via greenfield developments 
that were well planned and serviced. This model 
is being dusted off as a potential 21st century 
solution to the limits of metropolitan expansion. 
Elsewhere, for instance in the US, the economic 
decline of cities has often seen migration to the 
suburbs leaving ‘downtown’ areas subject to 
crime and decay. In the developing world, the 
emergence of ‘mega cities’ of 20m people plus, 
has been an equally striking phenomena. 

Cities are home to many of us as the places we 
commute to for work or spend our leisure time in. 
Their prosperity is often key to overall economic 
resilience and growth – but in a fast changing 
world are they still fit for purpose? In this Insight, 
we look at the nature of the challenge, the 
problems cities face, and the investment required 
to ensure cities remain sustainable for the long-
term. We examine how old cities may need to 
adapt in order to function and remain attractive, 
as well as opportunities for newer cities to do 
things differently. We will take a close look at 
how utilities, transport, housing and connectivity 
are enablers towards a more sustainable ‘polis’. 
Finally, we also explore what the issues are for 
responsible investors and outline the investment 
value chain of opportunities that support the 
concept of ‘sustainable cities’.

As always, we hope you will enjoy this insight 
into Sustainable Cities, and we welcome your 
comments and feedback.

INTRODUCTION

BY ESMÉ VAN HERWIJNEN, RESPONSIBLE INVESTMENT ANALYST
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Over the last 50 years, global population has 
more than doubled and the trend continues 
to remain upward. Driven by large population 
growth in emerging markets as well as a 
continuous increase in life expectancy, global 
population now stands at 7.6 billion people. 
This is expected to reach 11 billion by the end 
of the century1.

Cities have seen a major shift in population. In 
1800, only 3% of global population lived in cities, 
but by the middle of the twentieth century this 
had reached 30%. Today close to 4 billion people 
live in cities (54% of the world’s population) and 
this is expected to increase further to 5 billion 
urbanites by 20302.

The largest growth in urban inhabitants has been 
seen in Asia, in particular in India and China. 
London used to be the largest city on the planet 
at the start of the twentieth century and was 
the first city to exceed 5 million inhabitants3. 
New York however grew much faster and 
became the first city with more than 10 million 
citizens. Today, Tokyo counts the highest number 
of inhabitants with over 35 million people, 
while London no longer features in the top 10 
of largest cities on Earth, by population. China 
alone now has more than 160 cities that have 
over a million inhabitants. 

One of the reasons why cities attract so many 
people is because cities are where jobs are 
created and where economic activity thrives. In 
fact, 75% of global GDP today is generated in 
cities and both developed and emerging cities 
confirm this trend. Paris represents 16% of the 
population of France, but accounts for 27% of 
GDP while Metro Manila is 12% of the population 
of the Philippines, but contributes 47% of GDP. 
According to the McKinsey Institute, 86% of 
future growth until 2030 will come from urban 
areas and the majority of it will be driven by cities 
in emerging markets4. 

1 World Bank
2 UN Sustainable Development
3 UN Sustainable Development 
4 McKinsey Institute – Urban world meeting the demographic challenge in cities 
(Large cities include metropolitan areas with 150,000 or more inhabitants in 
developed regions, and 200,000 or more inhabitants in developing regions.)

8

7

6

5

4

3

2

19
60

19
63

19
66

19
69

19
72

19
75

19
78

19
81

19
84

19
87

19
90

19
93

19
96

19
99

20
02

20
05

20
08

20
11

20
14

75

70

65

60

55

50

Bi
llio

ns

Ye
ar

s

GLOBAL POPULATION AND LIFE EXPECTANCY

Population Life expectancy
Source: World Bank

90

80

70

60

50

40

30

20

10

19
60

19
64

19
68

19
72

19
76

19
80

19
84

19
88

19
92

19
96

20
00

20
04

20
08

20
12

20
16

URBAN POPULATION (% of total)

China Great Britain India
USA World

Source: World Bank

%



Profit with Principles 5

Urbanisation has a positive impact on a 
country’s GDP and also contributes to economic 
development. In China, urbanisation helped 
pull 680 million people out of extreme poverty 
between 1981 and 2010, and reduced the rate of 
extreme poverty from 84% in 1980 to 10% in 20135. 

Urbanisation and growth 
go together: no country 
has ever reached middle 
income status without 
a significant population 
shift to cities.  
World Bank

Nonetheless, rapid urbanisation puts enormous 
pressure on cities. Issues including water 
scarcity, air pollution and overcrowding are all 
too common as most cities were not initially 
designed to cope with so many people. London, 
Beijing and New Delhi are examples of cities’ 
struggles to respond to poor air quality.

The UN Sustainable Development Goals (SDGs) 
aim to address some of these issues and two 
particular goals focus on cities. 

               SDG 9 aims to “encourage resilient  
               infrastructure, promote inclusive  
               and sustainable industrialization and 
foster innovation”. This will require cities 
to become more efficient and to have better 
infrastructure for transport, communication as 
well as water, waste and energy.

               SDG 11 aims to “make cities and  
               human settlements inclusive, safe,  
               resilient and sustainable”. This 
will require more efforts to provide safe and 
affordable housing and transport systems, 
but without having a negative impact on 
the environment.

Veolia (Amity Balanced, Amity Sterling Bond, 
Amity European and Amity Global Equity 
Fund), the waste and water utility, has developed  
techology to enable better management of city 
infrastructure, and its digital solutions include 
a variety of apps developed for city representatives, 
citizens and managers of urban services to 
monitor real-time situations of air quality, traffic 
congestion, incidents and drinking water quality. 

Cities will need to adapt and regulation and 
public policy will be required to drive that 
change. Some cities have already started the 
transition, but initiatives can seem scattered and 
shaped in isolation. Several cities have started 
to address air pollution. Examples include the 
implementation of a congestion charge in London 
and Paris requiring all vehicles to have badges 
displaying the vehicle’s emissions. Oslo has gone 
as far as announcing a complete ban on cars 
from its city centre by 2019. Other cities have 
taken a different path by encouraging investment. 
Seoul, for example, offers low-interest loans for 
building owners for retrofitting, while Boston 
has created a trust to direct investor funds into 
energy projects. Some wider scale initatives exist 
in Europe, where the EU has launched various 
programmes including the LIFE+ programme to 
finance nature conservation projects in urban 
areas and the URBACT programme designed to 
help European cities exhange best practice and 
promote sustainable urban development.

5 UN Habitat World Cities Report 2016
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WHAT WE NEED FOR CITIES 
TO BE SUSTAINABLE

Utilities
Sustainable cities require efficient utilities, 
including water, waste and energy management. 

Cities and their inhabitants consume a lot of 
energy: although cities only represent 54% of 
global population, they account for two thirds 
of global energy supply. A more sustainable 
energy system for cities would require improved 
supply through low carbon technologies, address 
demand through reduced energy consumption, 
while also improving efficiency and distribution 
infrastructure. Tokyo is an example of how a city 
can use public policy to influence the supply 
side. The Japanese capital set a target to achieve 
20% from renewable energy supply by 2020 and 
encouraged all energy companies to increase 
renewable power and to publish this, which has 
helped to drive greater competition. The global 
network of C40 cities, which aim to work together 
on climate change, have created a strategy 
for cities on how to change the energy sector, 
starting with clean energy supply for buildings.

Equally, the amount of waste generated by cities 
is not sustainable. Urban residents worldwide 
generate 1.3 billion tonnes of municipal waste 
per year. By 2025, cities are expected to nearly 
double that amount, producing 2.2 billion tonnes 
annually6. Adding to the problem, it is estimated 
that only 65% of the urban population is served 
by municipal waste collection, however as cities 
will be more vulnerable to extreme weather 
events, waste management will be key to address 
health and hygiene risks. Waste management has 
already been subject to considerable innovation 
to make it a more efficient process. Technology 
such as container sensors can measure waste 
volumes so as to plan collections only when the 
bin is full, reducing unnecessary driving. Similarly 
Radio Frequency Identification Devices (RFID) 
can record weight and filling levels of bins to 
optimise collection routes. 

Finally, cities can’t survive without water, but 
often there is too little, too much or it is too 
polluted. A sustainable water system however 
should be resilient, efficient and provide water 
of potable quality. This means water should be 
available in sufficient quantity, availability should 
be continuous and leakages limited. The Arcadis 
ranking for sustainable cities7 for water shows 
that cities including Rotterdam, Copenhagen or 
Sydney are well prepared while cities including 
New Delhi, Manila or Rio de Janeiro need 
to improve their practices and management 
systems to be more sustainable. Examples of 
good practice include adaptation measures by 
Sydney which invested in desalination to secure 
supply, or the flood barriers in Amsterdam and 
Rotterdam to protect the cities’ supply quality.

6 Smart cities readiness guide
7 Arcadis Sustainable Cities Water Index
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Innovative utility 
case study: Suez 
(Amity Balanced and Amity  
European Fund).  

Companies play a key role in bringing 
essential services to cities and are well 
placed to improve overall efficiency and 
sustainability. Suez is an example of 
a company which found an innovative 
solution to manage resources. Suez, 
which specialises in water treatment 
and waste management in France, has 
developed an economic and ecological 
solution that captures the heat in 
wastewater and re-injects it into heating 
circuits. This technology is already used 
to heat 13 sites including swimming 
pools, office blocks and the Elysée 
Presidential Palace in France.



Profit with Principles 7Profit with Principles 7



Housing
As the number of people living in cities has 
increased, access to good quality housing has 
become a problem. According to Habitat for 
Humanity, approximately 900 million people live 
in slums around the world, which represents 30% 
of the urban population that lives in developing 
countries8. Slums are defined according to the 
UN by their lack of structural housing quality, 
inadequate access to safe water and sanitation 
infrastructure, as well as overcrowding and 
insecure residential status. Although population 
censuses are difficult, it is estimated that Orangi 
Town in Karachi, Pakistan, is the world’s largest 
slum with an estimated 2.4 million inhabitants. 
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Affordable regeneration case study: 
Gleeson Homes

Gleeson is a UK specialist urban regenerator with a “low cost, 
affordable” model. Through its two divisions the company buys 
land with planning permission in the South while developing 
brownfield land in the North of England to provide new 
homes for sale to people on low incomes. The company has 
worked extensively to bring building costs down and reduce 
overheads while focussing on community regeneration. 
In addition it aims to provide local jobs for local people and 
is a living-wage house builder.

8 Amity Insight January 2018

8 Habitat for Humanity
9 UN Urban Data and World Economic Forum
10 MSCI ESG Research – The crisis of affordability in real estate

Another indicator for overcrowding is population density. 
Again, this has significantly increased during the last 
decade, especially in emerging markets. The world’s 
most densely populated cities are no longer in Europe 
or North America, but in places such as Dhaka in 
Bangladesh, which counts as many as 44,500 people 
per square kilometre, while Mumbai counts 31,700.  
This compares to “only” 5,900 people per square 
kilometre in London9. This puts a lot of pressure on 
housing markets, leading to an unaffordable housing 
situation. Cities such as Cairo, Hong Kong or Ho 
Chi Minh City see median rent costs close to, or 
above, 100% of median disposable income. Perhaps 
surprisingly, Rome and Moscow see similar ratios10. 



11 UK Parliament Data
12 International Energy Agency
13 BREEAM
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This is a global issue and affects both developed 
and emerging markets. In England, it is estimated 
that an additional 232,000 to 300,000 new units 
per year are needed11. House prices to median 
income ratios have almost doubled in 20 years. 
In the UK, companies such as A2Dominion, 
Places for People and Hightown Housing 
Association (all held in the Amity Sterling Bond 
Fund) focus on this particular need, providing 
a choice of affordable homes and community 
spaces.  

Another aspect of housing and buildings that 
needs to be addressed for cities to become 
more sustainable is environmental efficiency, as 
60% of energy used in cities is consumed by 
buildings12. The C40 Cities Climate Leadership 
Group has highlighted various initiatives that 
are needed to help improve this, however 
cities should prioritise the retrofitting of existing 
building as this is where the highest savings will 
come from. In addition, over 2 million buildings 
globally have registered for assessment through 
BREEAM (Building Research Establishment 
Environmental Assessment Method), the world 
leading sustainability assessment for projects, 
infrastructure and buildings with 562,000 
developments having been certified so far13.
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Transport
One quarter of greenhouse gas emissions are 
generated by the transport sector, contributing to 
3.5 million people dying prematurely due to outdoor 
pollution. In addition more than 1.25 million people are 
killed annually in road traffic accidents. Finally, road 
congestion is a burden on the economy and estimated 
to restrain GDP by as much as 10% in some cities 
including Beijing and Lima14. This is only the beginning 
as the number of vehicles on the road is expected 
to continue to rise. The UN defines sustainable 
transport as “the provision of infrastructure for mobility 
in a manner that is safe, affordable, accessible 
and efficient while minimising carbon and other 
emissions”. Clearly much needs to change to ensure 
transport can provide cities with access to trade, jobs, 
markets, education, health care and other services in 
a sustainable manner. Transport is already changing 
in cities. There has been a significant adoption of 
bicycle sharing schemes in cities like London, Paris 
or Barcelona; tram systems are back in fashion in 
many cities. Innovative examples of smart transport 
also comprise sky buses, as implemented in Germany, 
as well as solar sailor ferries in harbour cities such as 
Sydney, San Francisco or Hong Kong. Companies 
can contribute to the sustainable transport agenda 
by providing the innovative solutions needed to make 
urban transport more efficient. 

Transport also needs to be smarter to increase 
efficiency. Hong Kong is a positive example of an
efficient integrated transport system. 

The city pioneered contactless travel in 1997 with 
the launch of its Octopus card and the city now has 
among the highest rates of public transport use 
in the world: 90% of travel is completed on public 
transport. The use of the card has allowed the city 
to build up a digital map of how passengers move 
around to improve transport systems. 

Safer and smarter are important, but transport also 
needs to become cleaner, especially public transport. 
In Great Britain, it is estimated that there are 5 billion bus 
passenger journeys per year15. This constitutes over 
two thirds of all public transport journeys undertaken, 
contributing severely to air pollution, especially through 
NOx and SOx particles. New low-emission technologies 
are coming through but not at scale. Most require 
government subsidy to make them economic. Whilst 
the standard Euro V diesel double decker costs circa 
£150,000, a hydrogen option which only generates 
water emissions would cost £520,000, compared to 
approximately £350,000 for a hybrid electric option 
which lowers particulate emissions by 40%16. With the 
seven largest transport groups operating over 30,000 
vehicles in the UK, public policy will be fundamental to 
drive change towards cleaner transport17.

10 Amity Insight January 2018

Smarter transport 
case study: IBM  
(Amity Short Dated Bond Fund).  

IBM’s technology enables railways to become 
more efficient. Through IBM’s cognitive 
computing, freight railways and their 
customers communicate better with each 
other, including automatic notifications and 
alerts for shipment pick-ups and deliveries. 
System-to-system insights are shared amongst 
supply chain partners allowing real time 
communication on timing, status, location, 
route and characteristics of shipments. 
Another example where IBM contributes to 
efficiency is France, where railway engineers 
at SNCF are equipping tracks, trains and 
stations with sensors connected to IBM’s 
Artificial Intelligence platform, Watson. This 
allows real time monitoring to improve quality, 
security and availability of trains.  

Safer transport 
case study: Autoliv 
(Amity European, Amity UK, Amity 

International and Amity Global Equity Fund).

Autoliv manufactures and develops safety 
products for the automotive industry, 
focussing both on passive and active safety 
management. Products include seat belts, 
airbags as well as sensors to assist drivers. 
This contributes towards UN Sustainable 
Development Goal #3: Good Health and 
Well-being with an estimated 30,000 lives a 
year saved by their products.

14 UN Sustainable Development data
15 National Statistics Office, 2016

16 Ends Report October 2017
17 Stagecoach, first group, Arriva, Go Ahead Group, National Express, RATP DEV, Transdev
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Connected cities
Many of the previously discussed solutions 
require technology to make it happen. Big data is 
increasingly being used in cities to enhance life, 
to make cities safer and greener or to improve 
efficiency. However, for technology to be a 
catalyst for change cities need to become better 
at collecting data and making it useful to inform 
decision making.

Smart cities can become a reality only with a 
novel 5G network. This will facilitate data 
collection, communication and crunching and 
enable increased use of the Internet of Things. 
Machine-to-machine (M2M) communications, 
broadband connectivity, cloud services, and 
mobile constitute some of the key driving forces 
behind 5G which will expand the broadband 
capability of mobile networks. There are 
many potential uses for cities: autonomous 
vehicles would benefit from 5G and could bring 
improvement in traffic safety, traffic flow and 
increased productivity. It would allow remote 
monitoring of city infrastructure and public safety 
alerts for improved emergency response times. 
Finally, it would make Wi-Fi on high speed trains 
more reliable.

The Internet of Things (IoT) – the connectivity of 
devices, machines and operating systems – is 
rapidly developing with an increasing number 
of connected devices being used by people 
at home. Whilst not all connected devices are 
equally useful there is much potential for cities to 
embrace connectivity. Tokyo is such an example. 
It stands out especially for the percentage of 
broadband users in the city (90%). The country 
targets 80% of its power consumers to be 
equipped with smart meters by 201718 and a cloud 
computing service for a smarter city has been 
developed by local companies. It is also working 
on making its travel information more interactive 
and available in real time for non-Japanese 
speakers as it prepares for the 2020 Olympics. 

Further technology uses for cities are in smart 
streets and at a larger scale, smart grids. 
Companies are increasingly providing innovative 
solutions. Examples such as Marshalls’ 
(Amity UK) connected street furniture or Osram’s 
connected street lighting offer opportunities to 
make cities safer. Osram, a German lighting 
manufacturer, has developed street lighting 
which can equally function as air pollution 
sensors or local GPS positioning system. 
Marshalls, the UK based paving and landscaping 
specialist, has produced an intelligent bollard 
which can react to people equipped with tags 
to help them with their needs, such as audible 
information on the individual’s current location, 
nearest crossing point or even the nearest point 
of interest.

Smart grid case study: 
Schneider Electric
(Amity European, Amity Global Equity and 
Amity International Fund)

Schneider Electric specialises in energy 
management with a mission to ensure 
energy is “safe, reliable, efficient, sustainable 
and connected”. EcoStruxure is the 
company’s IoT-enabled solution that drives 
operational and energy efficiency. It allows 
people to manage the energy efficiency of 
their homes, it enables buildings to manage 
their energy and security and allows entire 
cities to have more efficient infrastructure.

12 Amity Insight January 2018

18 GTM Research
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ENVIRONMENTAL, SOCIAL  
AND GOVERNANCE ISSUES
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Climate Change
While cities cover just 2.6% of the world’s 
surface area, they account for over half of global 
population. Cities are responsible for 70% of all 
CO2 emissions, thereby contributing significantly 
to climate change. However cities are also 
suffering the consequences of global warming. 
Three quarters of cities are coastal and will feel 
the impact most severely. When considering 
the risks of rising sea levels for cities, we often 
think of cities such as New York and Amsterdam. 
However, once again, emerging markets 
dominate the statistics. Rising sea levels will 
affect the largest number of people in Shanghai 
where based on a 2 degree scenario, already 
over 11 million people will be at risk19. 

Air pollution is also a major environmental health 
risk. In 2014, 9 out of 10 people who lived in 
cities were breathing air that did not comply with 
the safety standards set by WHO. This is not a 
small problem: about half of the urban population 
being monitored is exposed to air pollution that 
is at least 2.5 times higher than levels the WHO 
recommends, putting millions of people at risk 
of serious, long-term health problems including 
premature death20.

Fortunately we are starting to see more city-led 
initiatives to adapt. Some cities have set even 
more ambitious targets than those set at national 
level. A good example is New York which aims 
to reduce emissions by 80% by 2050, whilst the 
US has been dragging its feet on the issue. Even 
before withdrawing from the Paris Agreement 
the country only pledged a 28% reduction by 
2025 compared to 2005. Cities face different 
issues and therefore have developed different 
solutions to reduce their impact or mitigate the 
consequences: Adelaide and Singapore are just 
two examples of good practice as highlighted by 
the CDP Cities Research.

Cooling the city of Adelaide

The Australian city is highly climate vulnerable 
and at risk from heatwaves, extreme hot days, 
drought and flash floods. To combat this, they 
have adapted public policy to encourage 
developers, businesses and community groups to 
plant street trees, green roofs and invest in green 
walls and community gardens. This naturally 
cools the city by reducing the urban heat.

Ensuring water security in Singapore

Singapore has shown innovation in the water 
sector to ensure a safe supply for one of the most 
densely populated cities in the world. Singapore’s 
“Four National Taps” water strategy has allowed 
the city-state to diversify its water supply by 
using a mix of local catchments, imported water, 
desalinated water and recycled water. 

19 World Economic Forum
20 WHO
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Concrete
One of the materials that has transformed cities 
over the last century is concrete. Concrete has 
changed architecture and has enabled the race 
to build the tallest buildings all over the world. As 
a result, concrete is now the most used man-
made material in the world, with twice as much 
concrete used in construction than wood, steel, 
plastic and aluminium combined21. All these 
apartment blocks, skyscrapers, office towers, 
shopping malls and the roads needed to connect 
them require very large amounts of sand. Whilst 
sand is everywhere, and modern life would not 
be possible without it, not all sand is equal. With 
the increasing use of concrete – which is a mix of 
sand and gravel – the world is now on the edge of 
running out of construction sand. Rounded sand 
grains found in deserts do not aggregate well in 
construction materials, whilst high salt levels in 
ocean sand requires cleansing first. Access to 
construction sand therefore has become a source 
of conflict (just as access to drinking water has) 
with the practice of sand mining responsible for 
serious environmental damage. 

In India, the amount of construction sand used 
annually has more than tripled since 2000 and 
continues to rise. China alone is importing 
a billion tonnes of sand a year. Singapore 
however exceeds these amounts, as the world’s 
largest importer of sand to allow it to reclaim 

land from the sea22. As a consequence, certain 
regions now suffer from severe soil erosion or 
landslides and face disturbance to ecosystems. 
Where intensive sand dredging has occurred in 
riverbeds, bridges have collapsed, and in lakes, 
fishing communities have lost their livelihoods as 
a consequence of biodiversity loss. 

Several regions have implemented legislation to 
ban sand mining, including Kenya and the US, 
however as demand shows no sign of slowing 
down, we expect more pressure on ecosystems. 
Companies can be part of the solution as well by 
innovating how they use sand. Saint Gobain 
(Amity European Fund), a leader in construction 
materials and glass in particular has been working 
on sustainable solutions for the building industry. It 
is committed to the circular economy for example 
by recycling windows to create new glass. This 
means less new sand is needed for windows 
and also diverts glass from landfill. The scheme 
enables the company to use 30% recycled 
material in the manufacture of float glass23.

21 The Guardian – 27 February 2017
22 The Guardian – 27 February 2017
23 Company reporting
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23 Company reporting
24 McKinsey Global Institute

The investment value chain below, is broad and wide and illustrates examples of investment opportunities 
that support sustainable cities.

To make cities more sustainable, a mix of 
supportive public policy, changing behaviour 
as well as investments are needed. Investment 
opportunities are plentiful as demand for 
infrastructure continues to increase. To keep  
pace with projected growth, the world needs 
to invest $3.3 trillion in economic infrastructure 
annually through 2030 in a variety of sectors: 
electricity, roads and telecoms being the areas 
with the highest needs24.

 

In this Insight we have explored various solutions 
to make cities more resilient and sustainable; 
including housing, transport, utilities and 
connectivity. Infrastructure funds are another way to 
direct capital to this area. Infrastructure funds are a 
diversified asset class with attractive yields, often 
guaranteed by Government. They usually focus 
on economic, social or evolving topics and are a 
strong contributor to integrated, sustainable living 
across the value chain and we are well positioned 
across the Amity Funds, through investments 
including JLEN, Greencoat UK Wind and HICL. 

Housing/
construction Utilities Transport Smart Cities Infrastructure

funds

3i Infrastructure plc

BOUSTEAD PROJECTS

Source: McKinsey Global Institute

Average annual need, 2016-30,
in constant 2015 dollars, $ trillion

Aggregate spending, 
2016-30, $ trillion

Annual spending, 
% of GDP

0.10.9

0.11.3

0.45.1

0.67.5

0.68.3

0.911.4

1.114.7

3.8%$49.1 trillionTotal

$3.3 trillion

Power

Roads

Telecom

Water

Rail

Airports

Ports

INFRASTRUCTURE INVESTMENTS NEEDED 
TO KEEP PACE WITH PROJECTED GROWTH

Infrastructure case study:  
Bazalgette Finance – Tideway
(Amity Sterling Bond Fund)

Tideway is involved in the design, construction and 
maintenance of London’s new “super sewer”.  The current 150 
year old sewer system can no longer cope with the volumes, 
which leads to 50-60 Combined Sewer Overflow (CSO) 
discharges annually into the river Thames. This project, partly 
financed by a £250 million 10-year secured Green bond, is an 
example of how a city needs to adapt its infrastructure to deal 
with its growing population. 

24 McKinsey Global Institute
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Cities are at the heart of modern life and create 
extraordinary potential through economic activity, 
innovation and job creation. However, as we have 
discussed in this Insight, the world’s cities face 
many challenges. Housing, transport, utilities 
and connectivity are outlined as some of the 

necessary investment areas to make cities more 
resilient and more sustainable. As cities face 
additional threats related to climate change and 
resource scarcity, collaborative efforts between 
the public sector and businesses will be much 
needed.  

CONCLUSION
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VIEW FROM THE TOP

Rapid urbanisation has yielded some societal 
benefits in contributing to economic growth, 
increased social integration and has arguably 
raised access to education and health services 
globally. The large demands it places on energy 
consumption, water usage, housing needs and 
waste management however, have not only put 
considerable strains on the available infrastructure 
but have also had detrimental impacts on the 
environment. In many ways, this predicament 
exceeds the limits envisaged by the architects who 
helped design these urban centres centuries ago. 
Looking into the future, it is therefore apparent that 
a substantial amount of investment is required to 
ensure that the cities of today evolve in a manner 
that is both sustainable and inclusive. 

As socially responsible investors, we are acutely 
aware of this much-needed investment. Although 
the burden of this undertaking has mainly fallen 
on public expenditure and policy, it should 
arguably extend to providers of long-term capital 
including both equity and debt sources. This 

Insight demonstrates how we have embraced this 
challenge by seeking out companies providing 
innovative solutions that directly address the 
adverse consequences of urbanisation. These 
include those geared towards efficient energy and 
waste management, the provision of affordable 
housing, improving transport safety as well as 
technological enhancements or large-scale 
infrastructure projects aimed at mitigating air 
and water pollution. In Fixed Interest specifically, 
we have found Green Bonds to be a particularly 
valuable tool in achieving this objective, with 
proceeds of such debt deployed to finance projects 
that enhance carbon efficiency, generate renewable 
energy or to fund large-scale but necessary urban 
infrastructure upgrades, such as the construction of 
London’s major new sewer by Tideway. 

By favouring investment in such companies, the 
Amity range is in a prime position to deliver positive 
impacts, particularly with regard to Environmental 
Management and Urban Regeneration, thereby 
paving the way for the Sustainable Cities of the future.

David Katimbo-Mugwanya 
CFA
Fund Manager,  
EdenTree Investment 
Management Ltd
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