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Infrastructure Update: Transforming Europe’s 

Competitiveness 

 
 
IN A NUTSHELL 

 

 

 — Europe’s long-term attractiveness as an infrastructure market is rapidly being complemented by governments in the 

region addressing competitiveness issues in the context of a less certain geopolitical environment, and reduced 

confidence in the US as an infrastrcture investment destination. 

— Policymakers in Europe have set out a range of reforms and policy developments to remove structural 

competitiveness barriers and develop strategic sectors in clean energy, industry, defence, and the digital spheres.  

— In addition to policy improvements, there is also more capital set to flow into the European infrastructure market, 

with notable commitments from the EU, French and German governments to significant additional funding to 

leverage in private sector investors into improving European infrastructure. Germany also amended its Constitution to 

achieve climate neutrality by 2045, giving strategic underpinning for clean energy investment. 

— Through the stimulation of the wider European economy given higher levels of investment, as well as greater support 

for private capital’s role in infrastructure development, investors are likely to look more favorably on the dynamics in 

the European region given uncertainty elsewhere in the world. 
  

 

European Reaction to External Pressures & Internal Challenges 
 

European infrastructure markets are likely to be key beneficiaries of the growing momentum within the region’s response to 

a number of challenges, both internal and external. More targeted and efficient European Union funding packages for energy, 

infrastructure and digital sectors, lower bureaucracy and reporting requirements for businesses and removing barriers to 

pan-European entities’ operations are all under development, as well as consequential shifts in attitudes to spending and 

investment. Germany’s EUR500bn infrastructure investment (including EUR100bn for climate) is particularly noteworthy, 

given Germany’s historic reluctance to take on more debt.  

The combination of shifts in both trade and security relations with the United States and growing security risks from Russia 

has prompted a greater recognition that the EU and European governments needs to do more. DWS analysts have been 

writing about Europe’s Transformation1 since 2022 and as seen during the 2022 energy crisis, Europe has a track record of

 

 
1 DWS European Transformation Research Hub 2025,                                                                                                                                  
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positive policy development when facing external pressure; REPowerEU – the policy response to the Russia-Ukraine conflict’s 

impact on energy markets – now forms a central pillar in European energy policy. One of the major drivers behind the current 

momentum in European policy making is the long-standing issue of European competitiveness needing more urgent attention 

in the context of a more volatile relationship with the United States.  The Trump administration has enacted a number of 

policy measures and trade tariffs which both cast doubt over the future trajectory of US economic and infrastructure policy, 

but also have encouraged European policy makers to react and address long-standing investment barriers. 

We have previously highlighted the strengths of exposure to the European infrastructure market within an infrastructure 

allocation2 and Europe’s private market investment appeal within a Strategic Asset Allocation3. We also previously analysed 

highlighted that strong infrastructure fundraising into ever-larger Core/Core+ funds risks underfunding smaller, innovative 

infrastructure businesses, crucial for the energy and digital transitions, which at the same time offer access to potentially 

higher returns for investors4. In our view, Europe offers the deepest and most diverse asset base for private investors, with 

businesses operating in a stable and well-rounded regulatory environment, and the region’s complexity offers the ability to 

access deals at attractive valuations. However, this attractive combination of factors has been complimented over the first 

quarter of 2025 with several developments with potentially positive implications for infrastructure investors. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
2 DWS Infrastructure Research, Infrastructure Strategic Outlook, July 2023 
3 DWS, Europe’s Investment Appeal, November 2024 
4 DWS, Infrastructure’s Missing Capital, November 2024 
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Table 1: Major European Union Policy Announcements, 2025 

Policy Development Key Takeaways & Timelines Potential Infrastructure Benefits 

EU Competitiveness 
Compass5 (January 
2025) 

  

 Builds on suggestions of Draghi 
Report (October 2024). 

 The document is the Commis-

sion’s strategy document laying 
out their agenda for the next five 
years. Objectives include: 

o Improve the EU’s busi-
ness environment with 
simplification and lower-

ing barriers to the Single 
Market. 

o Industrial policy to pro-

mote clean tech and in-
dustrial capacity in secu-
rity-sensitive sectors and 
the decarbonisation of 

energy-intensive indus-
try;  

o Public-investment push, 

particularly in energy and 
digital infrastructure. 

 

 Greater ability to create pan-European 
businesses 

o Focus on removal of remain-

ing intra-EU Single Market 
barriers – particularly around 
the logistics market.  

o Simplified EU rules – a 28th le-
gal regime  

o Revised guidelines for mer-

gers and acquisitions 
 Investment into strategic infrastructure 

sectors, with future policy and legisla-

tion announcements (several of which 
are detailed below) 

o Renewable assets to benefit 
from expanded use of guaran-

tees, PPAs, better designed 
tariffs to support affordable 
energy.  

o Digital Networks Act likely will 
drive investment into data 
centres, fibre and 6G 

o Support for implementing AI 
across key sectors, boosting 
demand for data services.  

o Targeted state aid to be per-
missible for decarbonisation 

o Sustainable Transport Invest-

ment Plan (charging infra-
structure and low-carbon 
fuels). 

InvestAI6 
(February 2025) 

  

 Aims to mobilise EUR200bn 
across EU, national and private 

sector investment for developing 

the European AI ecosystem. 
 Builds on focus of EU Competitive-

ness Compass by supporting the 

scaling of AI businesses, talent 
pool. 

 

 EUR20bn to invest in PPPs for AI gi-
gafactories (1GW+ capacity data cen-

tres). Mostly targeting hyperscale AI 

model training data centres. 
 Multiple initiatives that will support the 

need for data centres outside of gi-

gafactories, i.e: 
o Support AI start-ups and 

scale-ups with VC or equity 

support 
o Common European Data 

Spaces to train and improve 

models 
o GenAI4EU to support novel 

use cases in robotics, health, 
manufacturing, transport etc. 

o Apply AI to drive industrial 

adoption of AI in key sectors 

 

 
5 European Commission, A Competitiveness Compass for the EU, January 2025 
6 European Commission, InvestAI, February 2025 
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Clean Industrial 
Deal7  

(February 2025) 
  

 Aims to turn decarbonisation into 
a growth opportunity rather than 

cost burden. 
 Support for decarbonisation of en-

ergy-intensive sectors e.g. steel, 

metals, chemicals 
 New state aid framework to accel-

erate renewables, decarbonise in-

dustry, develop clean manufactur-
ing. 

 Complete the internal EU energy 

market through investment in in-
terconnections. 

 European manufacturing prefer-

ence criteria for procurement in 
strategic sectors. 

 Circular Economy Act to enshrine 

materials circularity target of 24% 
by 2030.  

 European renewables developers likely 
a key beneficiary of more streamlined 

process to develop assets and inte-
grate greater energy storage/intercon-
nections. 

 Energy efficiency, low-carbon alterna-
tive fuels and electrification businesses 
to benefit from greater demand and EU 

public support for large industrial com-
panies.  

 Potential benefits to transport and lo-

gistics assets are more equipment 
manufacturing to take place within Eu-
rope. 

 Waste processing, recycling and bio-
energy assets to continue to benefit 
from greater requirements to reduce 

waste.  

Affordable energy 

action plan8 (Febru-
ary 2025) 

A number of actions (many of which aim be 

delivered in 2025), including:  
 Aiming to help reduce bills by en-

suring network charges incentivise 
efficiency and working with Mem-

ber States to reduce electricity 
taxes 

 More long-term contracts, energy 

flexibility, faster permitting 
 Increase offers of financing solu-

tions of energy efficiency 

 Demand side flexibility incentives 
to reduce peak energy demand 

 Reducing taxes on electricity and en-

ergy efficiency financing support, 
should improve the incentive for heat 
pump and electric vehicle adoption  

 Faster permitting and long-term con-

tracts would support more renewable 
power investment 

 Demand side flexibility could create 

‘revenue for retrofits’  

EU Omnibus9 

(February 2025) 
  

 Proposed changes to EU laws on 

sustainability reporting, diligence, 
and trade. 

 Focus on CSRD, CSDDD, and 

CBAM (carbon border tax).  
 Estimates suggest an 80% reduc-

tion in the number of companies 

captured by CSRD standards, 
based on revised criteria.  

 Exclusion of smaller importers to 

EU of carbon intensive products 
(90% of participants) from CBAM 

scope while still covering 99% of 

emissions.  
 Substantial reduction in the num-

ber of datapoints to be mandatory 

for corporate disclosures in future 
. 

 Lower CSRD reporting burden for as-

sets/businesses with fewer than 250 
employees.  

 EU carbon prices likely to rise signifi-

cantly from 2026 as Carbon border tax 
(CBAM) starts, increasing incentive for 

industrial decarbonisation investment 

 

 

 
7 European Commission, Clean Industrial Deal: A joint roadmap for competitiveness and decarbonisation, February 2025 
8 European Commission, Affordable energy action plan, March 2025 
9 European Commission, Sustainability and Investment Omnibus, February 2025 
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Savings and Invest-

ment Union10 (March 

2025) 

 Proposal in Q2 to reform securiti-

sation framework 

 Increase retail investor participa-
tion in capital markets, including 

with financial literacy support, de-
velopment of auto-enrolment pen-
sion products, incentives for long-

term investment products toward 
EU priorities 

 Reform Solvency II delegated act 

to improve insurers’ incentive to 
allocate to long-term equity invest-
ments, with similar clarification for 

pension funds 
 EU will encourage EIB to help facil-

itate investors exiting private com-

panies and develop measure such 
as multilateral intermittent trading 
of private company shares 

 EU will develop more harmonised 
approach to ownership of invest-
ments and fund structures 

 EU will remove remaining barriers 
to the distribution of EU author-
ised funds across the EU and re-

duce operational barriers facing 
asset managers 

 Helping shift the EUR10 trn held as 

bank deposits into investment prod-

ucts could create flows of EUR 350bn 
annually: potential funding for infra-

structure funds and investments. 
 Potential improvement in insurers and 

pension funds’ ability to make infra-

structure, PE and venture capital allo-
cations 

 Higher cross-border tax certainty and 

ability to distribute funds, would be 
beneficial 

Source: DWS Infrastructure Research, European Commission, March 2025. 

 

One of the themes running throughout recently proposed changes to EU policy is the centrality of private capital in enabling 

the key goals that have been outlined. There is additional capital at the EU-level being made available to support these 

initiatives which may help to leverage investors into certain infrastructure sectors, although the focus is more on creating a 

sustainable flow of private capital into the European economy by making investing in infrastructure (and the wider economy) 

potentially a more attractive and streamlined proposition. The Draghi report11 and the DWS European Transformation 

initiative12 have both highlighted the significant capital requirements up to 2030 to achieve the EU’s goals. Within the 

proposed Competitiveness Compass, there is a significant focus on achieving a more integrated capital markets union and 

developing a strategy for a Savings and Investment Union – a prospect which would continue to trend for the so-called 

‘democratisation’ of the infrastructure asset class as it opens to more retail capital. While similar ambitions have previously 

failed to create a fully integrated capital markets union in Europe, any more efficient mobilisation of Europe’s private capital 

markets should address give a significant boost to the region’s infrastructure market. Likewise, a focus on more effective and 

streamlined deployment of EU grants, loans and subsidies, as proposed in aspects like the Clean Industrial Deal, would help 

to address one of the key challenges to Europe’s attractiveness to international capital, which has been complex and 

bureaucratic processes for infrastructure compared to the direct financial incentives on offer in the US clean energy 

infrastructure market through the Inflation Reduction Act.  

  

 
 

 

 
10 European Commission, Savings and Investment Union, March 2025 
11 European Commission, Future of European competitiveness, September 2024 
12 DWS, European Transformation Research Hub, 2025 
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Investment Levels expected to Increase, notably in Germany 
  

In addition to the recent policy developments, there has also been a complementary shift in attitude towards higher levels 

of investment in Europe. At the EU level, the potential to mobilise over EUR800bn towards defence spending will potentially 

have spillover impacts on the infrastructure market, both through boosting demand in the wider economy, but also by 

creating opportunities in sectors like leasing, facilities management and logistics, delivered through public-private 

partnerships (PPP).  

 

However, there has also been more directly impactful announcements for the European infrastructure market. In February 

2025, France announced a broad EUR200bn push for AI investment, inclusive of both data centre and semiconductor 

production assets. More recently, attention has been directed towards Germany. Negotiations within the political parties 

likely to form the next German coalition government have yielded a significant shift in policy stance towards debt. On March 

18, the Bundestag voted to approve a seismic shift in German government spending policy, including essentially nullifying 

the long-standing 0.35% of GDP debt limit for spending on defence, as well as the creation of a EUR500bn infrastructure 

fund. This has now been approved by the Bundesrat, meaning that regardless of the outcomes of the ongoing coalition 

negotiations, the fiscal room to create the infrastructure fund is a given. Over 2024 nearly EUR40bn of private market 

infrastructure deals were closed in Germany13, making the annual quantum of capital set to be deployed through the new 

fund significant. 

 

Figure 1: Value of Closed Infrastructure Transactions, Germany (EURbn) 

 

Source: Infralogic, March 2025. 

 

 

 

 

 

 

 
13 Infralogic, March 2025 
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Details on how the infrastructure funds will be deployed are still to be confirmed, but key takeaways include: 

 

— Total vehicle size: EUR500bn raised in off-budget funds to be spent over a 12-year period (EUR40bn per annum) 

— EUR100bn of this will be allocated directly to the German states, EUR100bn for climate protection and the remaining 

EUR300bn will be directed by the federal government.  

— Major focus will be on infrastructure renewal (more traditional infrastructure assets like road and railway upgrades and 

repairs) and municipal infrastructure investment (local heating, energy and water infrastructure, telecommunications, 

schools, universities, and hospitals).  

— In addition, the energy is a large winner, with the Climate and Transformation Fund (KTF) being endowed with the 

EUR100bn for achieving climate neutrality by 2045 (now enshrined in the German constitution). In addition to grid 

investments and further renewables deployment, this should also see increased capital availability for energy efficiency, 

EV charging infrastructure and hydrogen. 

 

While the increased fiscal firepower emerging in European markets is a net positive for infrastructure markets, there are 

number of considerations. Before governments like France and Germany are able to deploy capital at scale into their 

economy, we note that – while in line with the more open position of the EU towards state aid in strategic sectors – some 

markets which do not have the fiscal headroom to inject capital at scale may push back and challenge the investment plans, 

highlighting the distorting effect on the single market it may have. Similarly, much EU-level policy developed in recent years 

for the infrastructure sectors have looked to increase private sector investment into infrastructure and thus flooding the 

market with public money potentially risks crowding out private capital.  

 

It is likely that much of the additional capital from the German fund will be deployed into what would be considered large-

cap, Core infrastructure – particularly in the transport sector, where there is less of a role for the private market outside of 

PPPs. However, to deliver investment across areas such as decarbonisation in transport, industrial energy efficiency, EV 

charging infrastructure, digital infrastructure and to meet renewable energy targets, the funding could potentially be 

deployed to crowd-in further private capital into these sectors, given this part of the infrastructure market is more commercial 

in nature with private companies active in such segments. For the German infrastructure market, German government bond 

yields have risen as a result of the anticipated increase in debt issuance, potentially increasing the expected return on German 

private infrastructure assets. 
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For North America: 

The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsidiaries, such as DWS Distributors, Inc., which offers investment 

products, or DWS Investment Management Americas, Inc. and RREEF America L.L.C., which offer advisory services. 

 

This material was prepared without regard to the specific objectives, financial situation or needs of any particular person who may receive 

it. It is intended for informational purposes only. It does not constitute investment advice, a recommendation, an offer, solicitation, the basis 

for any contract to purchase or sell any security or other instrument, or for DWS or its affiliates to enter into or arrange any type of transaction 

as a consequence of any information contained herein. Neither DWS nor any of its affiliates gives any warranty as to the accuracy, reliability 

or completeness of information which is contained in this document. Except insofar as liability under any statute cannot be excluded, no 

member of the DWS, the Issuer or any office, employee or associate of them accepts any liability (whether arising in contract, in tort or 

negligence or otherwise) for any error or omission in this document or for any resulting loss or damage whether direct, indirect, consequen-

tial or otherwise suffered by the recipient of this document or any other person. 

 

The views expressed in this document constitute DWS Group’s judgment at the time of issue and are subject to change. This document is 

only for professional investors. This document was prepared without regard to the specific objectives, financial situation or needs of any 

particular person who may receive it. No further distribution is allowed without prior written consent of the Issuer. 

 

Investments are subject to risk, 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. 

 

An investment in real assets involves a high degree of risk, including possible loss of principal amount invested, and is suitable only for 

sophisticated investors who can bear such losses. The value of shares/ units and their derived income may fall or rise. 

 

Environmental, social, and governance (ESG) criteria are a set of standards for a company’s operations that socially conscious investors use 

to screen potential investments: Environmental (how a company performs as a steward of nature); Social (how a company manages rela-

tionships with employees, suppliers, customers, and communities); Governance (company’s leadership, executive pay, shareholder rights, 

etc.). 

Investing in securities that meet ESG criteria may result in foregoing otherwise attractive opportunities, which may result in underperfor-

mance when compared to products that do not consider ESG factors. 

 

War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led, and, in the 

future, may lead to significant disruptions in US and world economies and markets, which may lead to increased market volatility and may 

have significant adverse effects on the fund and its investments.  

 

For Investors in Canada. No securities commission or similar authority in Canada has reviewed or in any way passed upon this document or 

the merits of the securities described herein and any representation to the contrary is an offence. This document is intended for discussion 

purposes only and does not create any legally binding obligations on the part of DWS Group. Without limitation, this document does not 

constitute an offer, an invitation to offer or a recommendation to enter into any transaction. When making an investment decision, you 

should rely solely on the final documentation relating to the transaction you are considering, and not the document contained herein. DWS 

Group is not acting as your financial adviser or in any other fiduciary capacity with respect to any transaction presented to you.  Any trans-

action(s) or products(s) mentioned herein may not be appropriate for all investors and before entering into any transaction you should take 

steps to ensure that you fully understand such transaction(s) and have made an independent assessment of the appropriateness of the 

transaction(s) in the light of your own objectives and circumstances, including the possible risks and benefits of entering into such transac-

tion. You should also consider seeking advice from your own advisers in making this assessment. If you decide to enter into a transaction 

with DWS Group, you do so in reliance on your own judgment. The information contained in this document is based on material we believe 

to be reliable; however, we do not represent that it is accurate, current, complete, or error free. Assumptions, estimates, and opinions 

contained in this document constitute our judgment as of the date of the document and are subject to change without notice. Any projections 

are based on a number of assumptions as to market conditions and there can be no guarantee that any projected results will be achieved. 

Past performance is not a guarantee of future results. The distribution of this document and availability of these products and services in 

certain jurisdictions may be restricted by law. You may not distribute this document, in whole or in part, without our express written permis-

sion. 

 

For EMEA, APAC, LATAM & MENA: 

DWS is the brand name of DWS Group GmbH & Co. KGaA and its subsidiaries under which they do business. The DWS legal entities offering 

products or services are specified in the relevant documentation. 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 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 investment advice. 

 

This document is intended to be a marketing communication, not a financial analysis. Accordingly, it may not comply with legal obligations 

requiring the impartiality of financial analysis or prohibiting trading prior to the publication of a financial analysis. 
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This document contains forward looking statements. Forward looking statements include, but are not limited to assumptions, estimates, 
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The information contained in this document is obtained from sources believed to be reliable. DWS does not guarantee the accuracy, com-

pleteness, or fairness of such information. All third-party data is 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. Detailed information on risks is contained in the relevant offering documents. 

 

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 does not give taxation or legal advice.  

 

This document may not be reproduced or circulated without DWS’s written authority.  

 

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 cur-
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observe, such restrictions. 
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