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The Global Listed Infrastructure
Organisation (GLIO) was established in
2016 to promote listed infrastructure
companies to the global investment
community. GLIO is the global
platform for company information
which captures $2.2 trillion of market
capitalization.

While many large asset owners invest
in infrastructure projects directly,
we believe that listed infrastructure
companies offer the potential to
enhance net total returns, and
provide unparalleled diversification
opportunities in a mixed or blended
approach to the asset class. Asset
owners will gravitate towards listed
infrastructure investments, attracted
by liquidity, global and sector
exposure underpinned by stable
income streams.

In addition, listed infrastructure
offers investors access to experienced
management teams and the
transparency of the public markets.
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Guest Editor
Foreword
For the past decade, institutional infrastructure
investing has been ramping up with a growing
number pensions, insurance companies, sovereign wealth funds, foundations and endowments
all viewing infrastructure as a positive addition
to their portfolios. At first glance, this increased
fondness towards the asset class may seem new,
but in fact investor interest in infrastructure has a
much longer track-record through allocations via public equities portfolios.
What breaks new ground however, is the organization of companies with certain characteristics – long-lived, predictable, inflation-resilient cash flows – into
the infrastructure asset class. It is the asset class of infrastructure – and recognizing the value in its investment characteristics – that is new to many investors.
Therefore, it is fitting that the Global Listed Infrastructure Organisation (GLIO)
was launched in July 2016. Currently representing just under $400bn in market
capitalization from its corporate supporters, plus significant AUM managed by
the major listed infrastructure managers and service providers, GLIO has established itself not only as an important investor resource for all things ‘listed infrastructure’, but also as a place for anyone with an interest in the market to
find insight, whether they come from public or private markets infrastructure,
or even from academia.
GLIO’s role as the representative body for the $2tn-plus market capitalization
listed infrastructure asset class, helps raise awareness through education and
promotion, targeting the global investment community. In so doing, it helps facilitate economic and societal growth globally, which is a key focus of organizations like the OECD.
In November, IREI’s Institutional Investing in Infrastructure event partnered with
GLIO to publish The Value of Listed Infrastructure, a special report about the
opportunity for listed infrastructure investment. The report includes a brief history of listed infrastructure as well as covering some of the available vehicles
for investment and performance benchmarks. You can use the following link to
download the full report www.glio.org/media.
With pleasure, I invite you to read this the second issue of the GLIO Journal – a
collection of perspectives from across the infrastructure market that can provide
insight and introductions to many of its participants. We trust you find the journal useful and insightful – and feedback is most welcome.
Drew Campbell, Senior Editor, January 2018
Institutional Investing in Infrastructure
d.campbell@irei.com
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Welcome
Dear reader and GLIO supporter.
Welcome to issue 2. of the GLIO Journal
Feedback from the first issue was more
than encouraging. This is a critical tool for
us, as the focus of the GLIO organization
is to promote better understanding of the
asset class, and provide a solid education
platform to highlight the benefits and
opportunities listed infrastructure offers a
broad range of global investors.
In this issue, we continue to look at the
relationship between private and listed
infrastructure – how both types of vehicle
can complement each other in an exposure to the asset class. A special thanks
to Simon Wilde at Imperial College for
his analysis in this article. In addition, we
examine future of the of the energy and
telecom infrastructure industries. We also
have guest articles from JCRA, EY, Canaccord Genuity, JP Morgan AM and S&P
Global Ratings, offering a good mix of
opinion from the industry.
Supporter growth since July has been
strong. Overall, we added 23 new supporters in 2017. Both investment managers and corporates alike understand the
benefit of working together to promote
the asset class and educate investors.
GLIO corporate supporters represent
$360bn in market capitalization terms as
at December 29, 2017. GLIO investment
manager supporters manage a significant portion of the $80bn AUM in global
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listed infrastructure funds as monitored
by eVestment. In fact, year-on-year, AUM
growth in listed infrastructure funds has
grown strongly over the past seven years
as the asset class becomes firmly established.
Some reports estimate that up to 30%
of new investment in infrastructure finds
its way into the listed space. We believe
this is sensible as investors look through
the wrapper and build complementary
blended private and listed exposures to
the asset class, capturing the benefits of
both types of infrastructure investment.
In the second half of 2017, GLIO was invited to become actively involved with the
OECD’s projects on institutional investors’
long-term investment. The initiative was
launched in 2012, and the project aims
to facilitate the channelling long-term investment from pension funds, insurance
companies and sovereign wealth funds
into much-needed infrastructure renewal
and development. We believe that infrastructure corporates can add their experience to the OECD’s initiatives.
Following the GLIO Advisory Committee meeting in December, we agreed
to establish two new working groups
for ESG and research. David Stanford
of Real Foundations and Manoj Patel of

Deutsche Asset Management will coChair the ESG working group for 2018.
We’ll look to engage with organizations
such as GRESB, PRI, Imperial College Business School (Centre for Climate Finance &
Investment), along with GLIO supporters
such as S&P.
The environmental impacts of infrastructure are high on the agenda across regulation, investment and society. We believe
GLIO has a role to play to advance the
debate in the right direction.
Of utmost importance is to continue research on the connection between listed
and private infrastructure performance. It
is a demanding question no doubt, but
we hope our analysis goes a long way
establishing a clear and objective answer.
Indeed, over the past year GLIO has provided more clarity on commonality across
the core, or traditional, listed infrastructure coverage. This is helpful when we
make comparisons against the private
infrastructure market, plus of course other asset classes like global equities and
bonds. If you would like to contribute, or
get involved with either working group,
please contact me directly.
With the US President’s renewed focus
on infrastructure in 2018 in mind, we
continue to investigate the opportunity

“The GLIO Advisory Committee sees the importance of
moving the ESG agenda forward in 2018 and beyond.
Investors are demanding more of corporates in this
area, and GLIO must help steer the debate.”
David Stanford, Real Foundations, & co-Chair GLIO ESG Committee

for an Infrastructure Investment Trust
(IIT), or the extension of the Real Estate
Investment Trust (REIT) to include core
infrastructure. We believe that such a vehicle could offer a long-term solution to
the much-publicized global infrastructure
funding gap, not only in the USA, but
globally. India and Belgium have recently
led the way here. The key attraction is the
fact that a broad range of investors can
participate – both retail and institutional
investors. The real estate industry has experienced great success with a tax transparent vehicle, so why not infrastructure?

four regional events at discounted rates.
Finally, it’s worth recapping recent investor returns. Global listed infrastructure
finished 2017 up 18.4% for the GLIO
coverage. The core infrastructure benchmarks from Dow Jones Brookfield, FTSE
Core and GPR Pure ranged between
15.7% to 19.3%. The GLIO coverage in
2016 was 12% ahead. Moreover, midterm annualized returns are 12.6% (7.5
years) and long-term annualized returns
are 12.2% (15 years). Sharpe Ratios beat
global equities and bonds significantly
over these time horizons.

We organized our first event with Imperial College in London on November 08.
It was a sell-out. The conference was covered by IPE Real Assets and independent
coverage is included in this issue. Also in
November, IREI published a joint GLIO/
IREI special report on listed infrastructure,
which is available at www.glio.org.

We have an attractive investment narrative, but I believe the asset class is considerably stronger by broader co-operation
and co-ordination. Under the GLIO umbrella we can carry this out in a focused
and effective way. I encourage your organization to seriously consider joining
the collective efforts of the asset class to
provide quality information and education to investors – if you have not already
done so.

GLIO is working closely with IPE Real Assets, IREI Infrastructure and PEI – Infrastructure Investor to promote the mustattend industry events for 2018. Details
are included throughout the journal, and
don’t forget to claim GLIO supporter discounts on registrations where available. In
addition, TowerXchange, an organization
specializing in telecom tower infrastructure, invites GLIO supporters to attend its

All the best for 2018.
Fraser Hughes
GLIO CEO
January 2018
f.hughes@glio.org
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Building exposure
to the asset class

GLIO/Imperial College
Business School Seminar
November 08, 2017 London
Independent report by Razak Musah Baba
Editor of IPE Real Assets

Speakers:
Simon Wilde (Imperial College)
Charles Donovan (Imperial College)
Serkan Bahçeci (JP Morgan)
David Bentley (ATLAS Infrastructure)
Harry Seekings (InfraRed Capital)
Ian Macfarlane (JCRA)
Sarah Heald (Pennon Group)
Hilkka Komulainen (PRI)
Dominic Nash (Macquarie)
Fraser Hughes (GLIO)

Simon Wilde (Imperial College, Centre)

As infrastructure matures and gains
recognition as a reliable asset class,
institutional investors continue to
grapple with limited data available.
The issue was raised at an event in
London organised by GLIO and Imperial College Business School.
Introducing the conference, GLIO founder and chief executive Fraser Hughes,
stressed the importance of both the listed and private infrastructure markets in
gaining exposure.

in-hand. Reiterating comments made last
month at the IPE Real Assets & Infrastructure Investment Strategies Conference,
Wilde said the canals and railways built
in the 18th and 19th centuries had been
backed by public fundraising.
“Investing in infrastructure can be rewarding,” he said, but difficulties begin
to surface when one chooses an approach. Investors that use unlisted funds
or employ a direct approach can encounter issues around accessing data. The list-

In support was Simon Wilde, research fellow at Imperial College and managing director at Macquarie Capital, who said the
stock market and infrastructure go hand-

the inclusion and classification of companies such as telecommunications giant
Vodafone and postal services firm Royal
Mail as infrastructure firms.
Wilde had analysed the annualized returns and volatility of the listed and unlisted infrastructure markets – based on
benchmarks by GLIO, Preqin and EDHEC
– from 1999 to 2016. The results, he said,
show that returns over the period were
almost the same – ranging from 11% for
listed infrastructure and 11.2% for unlisted assets to 12.5% for unlisted funds –
but volatility was much varied. The standard deviation ranged from 17.1% for
listed infrastructure and 11.8% for unlisted funds to 4.8% for unlisted assets.
More work was needed in measuring
risk, Wilde said, adding that other issues that needed attention were with
governance, measurement and liquidity.

Ian Macfarlane (JCRA)

ed route can be more straightforward, because there are good data
and indices available, but it still has
its limitations, he said.
While there are a variety of benchmarks available for listed markets,
Wilde raised concerns about how
constitutent companies were defined and grouped. He highlighted
Charles Donovan (Imperial College)
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“The GLIO conference exceeded
my expectations. It provided an
excellent balance of
different points of view.
The content was relevant and
the open discussion provided
excellent insight. Looking
forward to the next one.”
..........................................................
Kate Hudson, RARE Infrastructure

Serkan Bahçeci, head of infrastructure research at JP Morgan Asset Management,
agreed that lack of data made it difficult
for investors. Bahçeci is more focused on
private infrastructure but said the underlying risks did not differ between listed
and unlisted markets.
But emphasized important differences
between sectors and geographies. Utilities, for instance, are more recessionproof than transportation. Compared to
some other assets, it is harder to make
forecasts for a toll road since it could be
affected by other factors, such as future
developments in the vicinity.

SAVE THE DATE

David Bentley (ATLAS Infrastructure)

“Transaction multiples are recovering towards pre-recession peaks,” Bahçeci said
as he referred to sectors like regulated
utilities, power projects and transport,
which gained from growth in traffic.
Data presented by David Bentley, managing partner at ATLAS Infrastructure, showed investors are well below
their target infrastructure allocations
and most were considering increasing
them. The current level of underemployed and uncommitted allocations
to infrastructure is estimated to be between $200bn and $250bn, he said.

For further details, please contact:
janet.pearch@ipe.com

Key Events 2018
Harry Seekings (InfraRed Capital)

“Combining listed and unlisted
provides different exposures
and the investor the
opportunity to achieve better
exposure diversification.”
..........................................................
David Bentley, ATLAS Infrastructure
The number and value of deals in 2017
slipped, he said, adding that renewable
energy accounted for more than half of
new deals. Transport and utility assets accounted for 18% of recent deals.

March 20-22

Infrastructure Investor
Global Summit, Berlin

April 17-18

TowerXchange Europe,
London

April 17

Infrastructure Investor
Seoul Summit, Seoul

April 19-20

Infrastructure Investor
Tokyo Summit, Tokyo

June 04-07

EEI Annual 		
Convention, San Diego

June 12-14

IREI – VIP Infrastructure
Toronto

June 20-21

TowerXchange Americas,
Florida

September 18

GLIO/Kempen Seminar,
Amsterdam

October 16-17

IPE Real Assets &
Infrastructure Strategies
Conference

November TBC

GLIO/Imperial Seminar,
London

Dominic Nash (Macquarie)

“Combining listed and unlisted provides
different exposures and the investor the
opportunity to achieve better exposure
diversification.” Bentley said.
During a panel discussion, Bentley suggested that the reason more companies
have not gone public was probably due
to listing costs. Wilde said he expected to
see more mergers and acquisitions than
IPOs in the coming years.

IPE’s Real Assets and Infrastructure
Investment Strategies Conference,
October 16-17, will explore today’s fastgrowing asset classes. Co-sponsored by
FTSE Russell and hosted at the impressive London Stock Exchange Building, this
event will bring senior investment decisionmakers at global pension funds together
with experts from the pension fund and
asset management community, along
with academics and leading consultants.

November 11-14 53rd EEI Financial 		
Conference
November 15-16 Infrastructure Investor
Hong Kong Summit,
Hong Kong
December 04-05 TowerXchange Asia,
Singapore
Fraser Hughes (GLIO)

December 04-05 Infrastructure Investor New
York Summit, New York
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Uniting the Global
Listed Infrastructure
asset class
T

he asset class offers investors global diversification across missioncritical economic sectors including utilities, energy distribution,
transportation, and communications infrastructure. It has provided
attractive net total returns, and offers transparency, liquidity, underpinned
by stable cashflows. Development of the asset class is essential to meet
the demands of an environmentally-aware global economy of the future.
Support GLIO now.

E D U C AT E R E S E A R C H P R O M O T E

www.glio.org

HOUSE AD

Mission-critical and
complementary
By Fraser Hughes
& Simon Wilde

As the demand for infrastructure continues to increase, the question
how do listed and private infrastructure vehicles complement each
other comes to the fore.
The infrastructure asset class has reached
a point where the relationship between
the listed and the private industry, each
with their characteristics, needs to be
analysed together. We need to better understand how they can work together to
build an exposure that offers diversification, transparency, control, attractive risk/
adjusted returns, and liquidity, all built on
a backbone of cashflow stability. The listed real estate sector in fact went through
a similar debate back in the 1990s.
Following years of research and work by
the real estate industry and their representative bodies, institutional investors
and consultants generally agree that
listed and private real estate can, in fact,
complement each other.
We believe the same is true of infrastructure, and we envisage similar standpoints
to form in the coming years. However
we need to find a consensus understand1. Latest McKinsey estimate, Oct, 2017
2. https://goo.gl/BbVb8Z

ing since, depending on the benchmarks
used in research, results can differ considerably. Investors must make themselves
aware of the differences in order to make
informed decisions.

The Infrastructure Landscape
Looking at infrastructure investment
globally, McKinsey1 estimate $9.5tn new
investment flow per annum (approximately 14% of global GDP).
This comprises:
• $2.5tn in economic infrastructure
(transport, power, water, telecoms,
etc).
• $1.3tn in social infrastructure
(hospitals, schools, etc).
• $0.9tn in oil, gas and mining
resources infrastructure.
• $4.8tn in real estate.
Treating natural resources and real estate as separate from infrastructure, as
investors define it, implies annual invest-

3. https://goo.gl/8hrkPS
4. https://goo.gl/TW26RG

ment of $3.8tn in economic and social
infrastructure using McKinsey’s annual
data. The United Nations Environment
Programme (UNEP)2 estimate the stock
value of global infrastructure at $35tn
as at 2014. This represents 8% of their
estimated $450tn value for all investible
assets (listed and private).
By comparison, commercial real estate
is $20tn (4.5%) and an estimated $75tn
(17%) for residential home ownership.
Current figures are probably closer to
$40tn for infrastructure taking account
annual investment and depreciation. For
commercial real estate it would be over
$25tn.3
Other estimates of the stock value of
infrastructure vary widely. At the upper
end Arcadis4 value all ‘built environment’
assets in 2015 at $218tn, although this
includes real estate. At the lower end,
the Bentley Infrastructure 500 Index5 >

5. www.bentley.com/en/top-infrastructure-owners
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Chart 1: Equity value of listed and private infrastructure June 2016

Social infrastructure is typically not investible via listed vehicles, and private social
infrastructure represents only 2% of all
infrastructure equity. This points to the
potential issue of how well placed current investment mechanisms are to meet
the growing needs of emerging markets
and social investment, as well as how to
define the exactly what is meant by “infrastructure”.

Global Infrastructure Equity Assets
June 2016
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tracks major public and private sector infrastructure owners with aggregate asset
values of $16tn. This number excludes
most social infrastructure, which is not
typically held in corporate structures. We
use the adjusted UNEP $40tn estimate as
a reasonable starting point which is also
the mid-point of some broader picture
$20-50tn estimates.6

least 50%, this implies a further $5tn of
infrastructure-related debt. Hence private
sector infrastructure assets value around
$10tn – around one quarter of our $40tn
value for all infrastructure assets.

Investible Universe of
Infrastructure Assets

Chart 1. also shows that listed infrastructure represents 76% of all equity, three
times the size of private/unlisted infrastructure. The largest market is North
America, which combined with other
developed markets comprises 81% of
equity, with emerging markets (mainly
LATAM and Asia) representing 19%.

Many of the $40tn assets are held by
central and local governments and hence
are not accessible by investors. Investors
have existing listed and private infrastructure equity valued at almost $5tn. Accounting for typical leverage ratios of at

Chart 1. shows estimated equity value of
listed and private infrastructure, broken
down geographically and by economic/
social categories.

Chart 2: GLIO Coverage eliminates 260 company outliers

GLIO Coverage eliminates 260 company outliers
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With regards to listed infrastructure, one
step in the right direction over the past
12 months has been the ‘GLIO Coverage’. GLIO Coverage7 is the result of establishing a commonality across the core
global listed infrastructure index providers. Chart 2. shows the total market
capitalization covered by the core and
broad-based global listed infrastructure
providers, which equates to approximately $5tn in market capitalization.
However, this total broad-based universe
is misleading. The GLIO coverage only includes companies covered by at least two
or more index providers from S&P, Dow
Jones Brookfield, STOXX, FTSE and GPR.
By using this simple methodology, a
much more tightly defined ‘traditional’
or ‘core’ infrastructure universe evolves.
Some 260 companies, representing
over $3tn market capitalization, drop
out of the selection filter. Examples of
the companies excluded are: Verizon,
Vodafone, China Mobile, Telefonica,
Deutsche Telekom, Deutsche Post, Royal Mail and Digital Realty. This methodology produces a much clearer picture
of global listed core infrastructure, by
cutting out large-cap outliers particularly from the TMT sector.
Of the index providers, the vast majority
of dedicated global listed infrastructure
managers either use the FTSE Core Infrastructure series or Dow Jones Brookfield.
GPR Pure Infrastructure is also a creditable newcomer to the core/traditional
infrastructure market. Table.1 outlines
annualized total returns over a variety of
holding periods. The broader indices produced by STOXX, S&P, and MSCI Indices
are viewed as too broad by the dedicated
listed infrastructure manager community.

Private Infrastructure
-

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Source: Thomson Reuters, STOXX, S&P, FTSE, GPR, GLIO
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On the private side, valuation methodologies differ across providers. This results

6. RARE (2016) The Infrastructure Opportunity: Listed versus Unlisted, November 2016
7. GLIO Coverage of approximately 145 global infrastructure stocks, focuses on core (regulated) utilities, transportation, communications and mid-stream infrastructure in developed and
emerging markets. The extended coverage also includes Infrastructure Investment Companies (IICs) and Master Limited partnerships (MLPs).

2018 | ISSUE 02 | www.GLIO.org

Private Equity Index takes in 14 European
countries covering 330 value-weighted
‘live exposures’ representing approximately €295bn. The coverage goes back
to January 2000. The index is heavily
skewed towards the UK at 66%, with
Germany 10% and Italy at 10%. The sector breakdown is transport 44%, environmental services 21%, energy 16% and oil
& gas 16%. Business model breakdowns
are regulated 59%, merchant 24% and
contracted 17%. Heathrow Airport
makes up 15% of the total index, with
five ex-listed UK water utilities in the top
ten holdings.

Chart 3: Private infrastructure Total Return Indices December 2003 - June 2017
Private Infrastructure Total Return Indices
Dec 2003 - Jun 2017
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in quite differing return characteristics
across benchmarks.
Cambridge Associates LLC Infrastructure
Index uses a pooled horizon net internal
rate of return (IRR), compiling data from
93 private funds across the risk spectrum.
The investment strategies represented in
the index include diversified infrastructure, utilities and power, public-private
partnerships, renewable energy, telecommunications and transportation. The index includes funds that invest all over the
world, including funds that focus on the
USA, Europe, Latin America and Africa.
For the period ending 2016, annualized
ten-year net IRR’s recorded 6.2%. For five
years, the net IRRs were 8.8%.
The Preqin Infrastructure Index captures
the average returns earned by investors
in their infrastructure portfolios, based
on the actual amount of money invested
in infrastructure partnerships weighted
by the size of each fund. They cover
approximately 275 funds, with a value
of $340bn. The regional breakdown is
North America 45%, Europe 35% and
the rest-of-world 20%. The series goes
back to 2007. The average annual USD
return over 2007-17 is 8.8%.
Building on this index, Simon Wilde at Imperial College calculates an adjusted index based on detailed quarterly cash flow
and NAV data on approximately 80 funds
which are typically larger funds, equalling
a sample size of $100bn capital. They
analyze the spread of returns and the

diversification effect of holding multiple
funds. They use what they consider to be
better metrics such as Modified IRR and
Public Market Equivalents derived from
academic private equity research. The series begins in 2003.
The average annual total return is 8.9% for
the period 2003-2015. The Wilde data can
be used to extend the Preqin times series
back to June 2003 to allow for longer comparisons with other indices. This combination of Wilde data 2003-2007 and Preqin
2007-2017 is used later in this article.
MSCI/IPD Global Infrastructure Index asset count is 123, contributed by nine
fund managers of private funds, with
an enterprise value $61bn as at December 31, 2016. The index is quarterly
valuation-based (not transaction-based).
MSCI/IPD is heavily weighted towards Europe and UK (41%) and Australia (47%).
North America is 9%. At a sector level,
Transport (excluding Airports) is 27%
and Airports 21%. Water is 19%, Power
transmission 16% and renewable energy
6%. Approximately 36% is classified as
regulated, 29% partially regulated and
35% unregulated. Average leverage is
approximately 50%.
To December 2016, 8.5 years USD total
return recorded 15% for uncontracted
infrastructure (approx. 4% income return), and 11% for contracted infrastructure (approx. 5% income total).
Finally,

EDHECinfra

All

Infrastructure

Performance attribution is an estimate of
the sensitivity of individual constituent
excess returns to year-on-year changes
in interest rate level, term structure slope
and convexity, as well as cash flow volatility changes – for each reporting period.
EDHEC report historical total annual returns from 2000 to 2016 of 11.2%. The
measurement process is complex and,
oddly enough, the index did not experience a downturn during the GFC.
Chart 3. shows that the different calculation methodologies, coverage sizes, geographic and sector differences result in a
wide range of performances among the
private infrastructure benchmarks with a
longer history. For the period December
2003 to December 2016, annualized total returns range from 9.2% to 12.6%. A
simple average of the three private benchmarks is 10.9%, compared against an average of the listed benchmarks of 11%.

Comparing listed and
private is not a straightforward exercise.
Comparing listed with private is not a
straightforward exercise because of the
variety of valuation metrics involved
across the various index providers. Listed
is simpler because of its real-time pricing.
Naturally, prices experience the short-term
movements of a liquid market. Over the
medium to longer-term, this ‘washes
out’ and performance reverts to type,
i.e., it is directly linked to the quality of
assets and cashflows, plus of course, >
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Global Listed
Infrastructure
Listed
& Private v&Equities
Bonds
Chart 4: Global Infrastructure
& Private
v Equities
Bonds,&Dec
2002 to Dec 2017

and Wilde/Preqin is 0.1 for the period
2003-2017. This increases to 0.4 with a
Preqin lag of two quarters.

December 2002 to December 2017
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Note, this chart is not intended as a private versus listed arbitrage pricing comparison.
Source: Reuters, GLIO, Wilde/Preqin

the quality of the company’s management team. On the private side, a variety of ‘pricing’ metrics are used. From
simple NAVs, IRRs and transactions pricing, to more complex academic methodologies. These type of pricing metrics
bring to the table their own set of issues, such as dampening of ‘real’ volatility and autocorrelation of valuations.

Listed current pricing
is based on future
expectations of
company performance,
while private metrics
are inherently looking
over their shoulder, or
backward-looking.
The key is to acknowledge the fact
that listed index pricing is forwardlooking. In other words, current pricing is based on future expectations
of company performance compared
against private metrics, which are inherently looking over their shoulder,
or backward-looking. Subsequently,
this introduces a lag effect when comparing listed and private benchmarks.

14

Likewise, when we look at the Capital
Asset Pricing Model (CAPM) beta of the
Wilde/Preqin returns. On an unadjusted
basis, the Wilde/Preqin returns have limited co-movement with the MSCI World
and hence have a beta of close to zero
for 2003-2017. Using multivariate unsmoothing of the Preqin returns, we are
able to re-estimate CAPM beta taking
into account the NAV smoothing effect.8
Beta now increases to 0.6, still less than
0.7-0.8 for listed infrastructure indices,
but far closer.

A good example of this is when comparing a combined Wilde/Preqin series (we
use this because it is the largest sample
size and more evenly spread geographically, not too dissimilar to the listed market) versus the GLIO Coverage and Dow
Jones Brookfield in Chart 4. The private
data hits its GFC nadir at the end of Q3
2009 compared against the listed core infrastructure market in February 2009 – a
full seven months difference.
To adjust for this, in the chart we lag the
private index seven months to anchor it at
the low point of the GFC in February 2009.
From this simple comparison, it is reasonable to conclude that the global
core listed companies follow a similar
path to the private infrastructure market over the medium to long term (albeit
compared to a far smaller sample size).
The chart plots core listed infrastructure
(blue) with private infrastructure (red)
versus world equities (green) and bonds
(orange) over 15 years. The long-term path
of the listed infrastructure follows that of
private infrastructure. Investors may intuitively expect this outcome, considering
that the underlying assets and cashflows
are derived from the same industries.
Chart 4. shows visually that the lagged
Preqin line moves its performance more
closely in line with listed indices, such as
DJBGI and GLIO Coverage. This can also
be seen statistically, where the unlagged
correlation between the returns of DJBGI

The $150bn ‘Dry
Powder’ looking to
invest in infrastructure
might be well advised
to take a close look
at the listed market
as a liquid avenue to
achieve exposure to
the underlying assets
and cashflows.
Blending
The well-publicized amount of $150bn
‘Dry Powder’ looking to invest in infrastructure might be well advised to take a
close look at the listed market as a liquid
avenue to achieve exposure to the underlying assets and cashflows.
Looking through the short-term differences (apples vs. oranges) in the valuation
metrics of the private (valuation-based)
and listed (mark-to-market) infrastructure,
the asset class can provide investors with
attractive long-term total returns, directly
linked to the professional management
of those assets. It is worth not forgetting
that the underlying infrastructure assets
are subject to the same economic condi-

8. “Based on Geltner, D. 1991. Smoothing in Appraisal-Based Returns. Journal of Real Estate Finance & Economics 4(3): 327-345”
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tions and regulations, irrespective if they
are held privately or by a listed company.
In a recent GLIO article by Simon Wilde
Imperial College, (see GLIO Journal, issue
1), he produced a simple mean-variance
model using both private and listed infrastructure to build an exposure to the infrastructure asset class. The results show
that by using both types of infrastructure
vehicle – private and listed – the risk/return
profile of the portfolio is optimal when
utilizing both infrastructure vehicles.
An alternative approach is to see if
combining listed and private infrastruc-

ture improves risk-adjusted returns.
As noted above, appraisal valuation of
private NAVs results in lower apparent
volatility. Work in the real estate sector
shows this is due in part to a ‘smoothing’ effect compared with listed assets.
It is possible to ‘unsmooth’ the private returns which reduces this effect9.
The Chart 5. shows the effect of unsmoothing on private returns, which
is to increase their volatility (standard deviation) and hence reduce the
Sharpe Ratio. It also shows that there
is a diversification benefit – measured

by an increase in Sharpe Ratio – from
blending the unsmoothed private
returns with the listed Dow Jones
Brookfield return series. It should be
noted we used the best performing
private benchmark (Preqin) analysis
period. Chart 6. displays the performance of the 50/50 weighted blended portfolio (red/blue line) over the
analysis period.

Chart 5: Effect of blending listed and private on risk-adjusted returns
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Chart 6: Blended Infrastructure Dow Jones Brookfield & Unsmoothed Wilde/Preqin
Total Return
Indcices
2004-2017
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It is clear both listed and private vehicles can offer attractive features and
benefits, and provide investors access to long-lived assets in what are
often monopolistic industries. These
assets have historically generated relatively predictable and stable cash flows,
which are often linked to inflation.
It is well documented that infrastructure allocations will continue to increase
going forward. If estimates such as the
UNEP 8% of global assets being infrastructure-related are sensible, it seems
reasonable to conclude that current infrastructure allocations (which are sub-5%)
will move upwards. A recent investor
survey of 161 pension-plans representing
$1.7tn of total assets back up the view
that investors are increasingly focused on
longer-term investing with less attention
given to short-term volatility. Long-term
infrastructure investment being credited with steady capital growth, regular income and inflation protection. >

9. “Returns, volatility and Sharpe Ratios are calculated for 2004-2017 for DJBGI listed index and for Preqin/Wilde on raw and unsmoothed bases. The 50/50 blended
portfolio is the average of the quarterly returns of DJBGI and Preqin/Wilde unsmoothed, based on the univariate unsmoothing approach in Geltner (1991).”
10. CREATE Research & Amundi; “Back to long-term investing in the age of geographical risk”, November 2017
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Table 1: Global listed core infrastructure annualized total returns
Index Description

2017

2016

3 Years

5 Years

7.5 Years

10 Years

12.5 Years

15 Years

17.5 Years

DJ Brookfield Global

15.67%

12.52%

3.67%

8.48%

12.44%

6.65%

9.50%

12.38%

-NA-

FTSE Global Core 50/50

19.32%

11.76%

7.03%

10.24%

12.16%

-NA-

-NA-

-NA-

-NA-

FTSE Global Core

16.87%

13.08%

5.71%

10.47%

11.52%

7.04%

-NA-

-NA-

-NA-

GPR Pure

17.03%

11.96%

3.38%

8.30%

12.28%

7.01%

10.05%

14.91%

9.14%

GLIO Global Coverage

18.44%

12.00%

5.45%

10.77%

12.58%

6.64%

9.64%

12.21%

10.41%

Source: GLIO, Reuters & GPR

The relationship
between listed and
private infrastructure
benchmark
performance is hard
to unravel if one looks
solely at broad index
comparisons.
While the infrastructure benchmarking
world continues to develop, we will see
plenty of comparative research over the
coming years, as we have seen in the real
estate industry over the past 20 years.
Clearly, the relationship between listed
and private infrastructure benchmark

performance is hard to unravel if one
looks solely at broad index comparisons.
By creating a balanced library of research,
which shows how both the private and
the listed infrastructure market can complement each other, it is possible for longterm global investors to better appreciate
the opportunities of using both private
and listed vehicles as integral parts of
their global infrastructure strategy.
Finally, and most importantly, it is essential that we do not lose sight of the much
larger picture. McKinsey highlights the
need to substantially increase the level
of future investment to deliver continued – and greener – growth in developed
and emerging markets alike. The need
to fund and maintain this mission-critical
infrastructure that forms the backbone
to the global economy will require both
listed and private (or private vehicles) to
work together efficiently. Working handin-hand will be vital in driving new capital
and presenting stable investment opportunities suitable for a wide range of investors over the longer-term.

Simon WILDE

...................................
Simon Wilde is a Research Fellow and
Visiting Lecturer at Imperial College Business School and a Teaching Fellow at the
University of Bath. He has been an energy
sector investment banker since 1992, with
extensive infrastructure investment experience. Wilde holds degrees from Cambridge, LSE and Bristol.
s.wilde@imperial.ac.uk
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...................................
Fraser Hughes is founder and CEO of
GLIO. Previously he worked at EPRA, FTSE
and held a number of investment management positions in the UK. He holds an
MSc in Investment Management.
f.hughes@glio.org
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Global energy and
the leading role of
listed utilities
By Fraser Hughes

The increasing demand for cleaner energy, and especially renewables,
will be met by an engaged and greener utilities sector.

According to the International Energy
Agency, if we continue our current path,
global energy demand will grow by 28%
by 20401, with increasing electrification
transforming traditional ways of meeting
demand. It is envisaged that 40% of this
growth will be met be clean energy technologies, with solar power becoming the
cheapest form of new electricity in many
countries around the world in the future.
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1. International Energy Outlook 2017, September 2017. Energy consumption in non-OECD countries increases 41%, and in OECD countries 9%.
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Chart 1: World energy consumption, by energy source (QBTU)

Source: International Energy Outlook 2017

Challenges faced
by utilities:
•
•
•
•

Increased interconnection
Small-scale generation
Storage efficiency
Changes in demand for
electricity
• Regulation changes

Another key development is the growth
in natural gas. By the mid-2020s, the
USA will become the world’s largest
exporter of Liquid Natural Gas (LNG).
Chart 1. maps the consumption of energy
sources over the coming 25 years. A third
of energy demand growth will come from
India, as China’s new economic strategy
takes it on a cleaner energy growth path.
Today’s changes in the electric industry are
unlike anything in recent history. Historically, the focus was on the grid network and
centralized generation, but now and in the
future, the industry is focused on the endto-end system that delivers energy services
to the customer. Moreover, it focuses on
the information-sharing relationship between the utility company and its customers, both business and residential.2
The integration of new technologies empowers customers to increase their energy
productivity and better manage their energy use. In addition, customers, regulators
and policy-makers are also looking beyond
safety, reliability and cost, to the environmental aspects of generating and transporting electricity.
In the Energy Information Administration (EIA) Annual Energy Outlook 2017,
total electric power industry capability
in the USA is forecast to increase a total

of 20%, or an annual rate of 0.8% from
2015 through 2040. The USA will become less energy intensive (as is the case
in all other regions/countries) because of
the wide use of electric appliances and
improving energy-efficiency standards.
However, it is the mix of energy sources
that will change significantly, with coal
capacity expected to decrease 35%, an
estimated 90 gigawatts of capacity going
into retirement.
Conversely, renewable generation capacity is estimated to grow by 117% over
the 2015 to 2040 forecast period.3 In
Europe, the European Commission has
reaffirmed its goal of a 40% reduction in
CO2 emissions by 2030 and its intention
for the European Union to lead the energy transition through its ‘Clean Energy
for All Europeans’ package of proposals.
The challenge is combining this transformation with growing populations and the
future demands on the grid.

The Shifting Landscape
Residential and commercial buildings currently account for approximately 21% of
the world energy consumption, and this
is expected to be remain consistent to
2040. Growth is projected to be 32% between 2015 and 2040 driven by growing
populations and urbanisation in emerging non-OECD countries. This energy mix
will be led by the growth in the use of
electricity and natural gas. Industrial energy use makes up approximately 50%
of global energy use and it is projected
to increase 18% (the vast-majority from
non-OECD countries) to 2040, at a slower rate compared against transportation
and residential and commercial buildings.
Transportation will remain heavily reliant on refined petroleum and other

2. For example, approximately 50% of US customers now have smart meters, doubling since 2010.
3. Energy Information Administration’s Annual Energy Outlook 2017.
4. Full GLIO Coverage available in the Coverage pages of the GLIO Journal.

liquids despite the rapid growth in electric vehicles numbers. Demand from
petrochemicals, trucks, aviation and
shipping will increase oil demand to
2040. Alternative fuels such as natural
gas and electricity will eat into transportation market share over the period, but
not in a significant way.
For example, natural gas for passenger
and freight transportation is envisaged
to increase 500% from 2015 to 2040.
The global car fleet could reach 2 billion,
double current levels, but oil used by passenger vehicles will peak thanks to fuel efficiency gains and rising electric car sales.
Electricity use for rail will expand, but this
will still only account for 4% of total electricity consumption by 2040. Subsequently, in this area, global energy-related CO2
emissions increase slightly according to
the IEA, which is a major concern.

The Rise of Natural
Gas & Renewables
Regarded as the cleanest of the fossil fuels, natural gas consumption is estimated
to increase 43% to 2040 at a global level.
This demand will mainly come from nonOECD countries which will see expanding
industrial sectors and increased electricity use, with gas generation flexibility
complementing intermittent renewable
energy. Subsequently, the share of natural gas consumption will move from 53%
to 59% for non-OECD countries by 2040.
LNG is projected to dominate US natural
gas exports by the early-2020s according
to the EIA. LNG is easy to transport and
takes up one six hundredth of the volume
of gaseous natural gas. US companies
have been developing the infrastructure
to service this development for years.
Cheniere Energy loaded the first export
of US-produced LNG at its Sabine Pass
terminal in 2016. There are four other export terminals either recently constructed,
Dominion Energy (Cove Point), or under
construction: Sempra Energy (Cameron
LNG), Cheniere Energy (Corpus Christi)
and Freeport LNG.
Three of the four, Cheniere, Dominion
and Sempra are major US-listed companies in the GLIO Coverage4. By the
mid-2020s, the USA will become the
world’s largest exporter of LNG, and a
net exporter of oil by the end of 2020.
The country is expected to increase >
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INDUSTRY COMMENT
.........................................
Lynn J Good,
Duke Energy’s President & CEO
Getting the energy mix right at
any one point in
time can be challenging, as pointed out by Lynn
J Good: “Our
carbon emissions
are down 30%
from 2005. We’re
working toward 40%. It’s going to
take a combination of renewables,
natural gas conversion and energy
efficiency for us to continue to move
in that direction. Some stakeholders
may argue we’re not moving fast
enough. Others may argue that we
are prioritizing sustainability over
lower prices. It’s a balancing act to
manage the tensions between different priorities and to keep the business running, affordable, safe, reliable and clean.”

natural gas production by 12% accounting for 20% of the global growth
by 2040. This growth rate is second
only to the middle east.
Thomas E. Hamlin of Dominion Energy
explains the growing importance of this
sector: “Natural gas is a growing source
of cleaner energy for businesses and electricity producers worldwide. LNG exports
from the USA will be an important factor
in meeting that demand. The Cove Point
LNG Export project is in its final stages of
commissioning and will achieve commercial operations very soon, providing customers in Japan and India access to abundant natural gas supplies from the USA.”
Globally, wind and solar became for the
first time the majority form of new power
in 2016, together representing more than
half of all new power generation capacity. In Germany for example, approximately 35% of power was produced by
renewables in the first half of 2017, and
at certain times of day the percentage of
power coming from renewables exceeded 80% according to the BEE renewable
energy association.5

Key Industry Event 2018
IREI - VIP Infrastructure
Toronto, Canada
Shangri-La Hotel
June 12-14, 2018.

VIP Infrastructure brings together institutional investors and
investment managers who are actively investing in the
infrastructure asset class or are exploring it for the future.
The event will offer exclusive content, expert analysis and
insightful perspectives.

GLIO Supporters receive a
20% discount on registrations
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In fact, power generation worldwide
reached a significant landmark in 2016.
In Energy Intelligence’s annual ranking of
the world’s top 100 “green” power generators which was launched in 20126, the
100 companies in the ranking emitted
less than 500 kilograms of carbon dioxide
per megawatt hour generated in 2016,
on average – at 496 kg/MWh, down from
512 kg/MWh in 2015 and 569 kg/MWh
in 2011. Leading companies like NextEra
Energy which is ranked No.1 green utility in the USA and No.2 in the world7,
recorded emissions that are considerably
less than half of the average at 216kg/
MWh.
More generally, this continued decline
in emissions is due to the progressive
switch of large utilities’ and independent
power producers’ (IPPs) installed capacity to carbon-free technologies, including renewables and nuclear energy. The
100 companies in the EI ranking represent almost 55% of the world’s generating capacity. They represent 85% of the
nuclear capacity and 40% of the renewable capacity.
From the GLIO coverage, in Europe, Iberdrola (4), Enel (9), SSE (17) and Engie (31)
all rank highly according to EI’s ranking.
While perhaps less radical than in Europe,
the switch from fossil fuels to renewables among the largest US utilities has
still been remarkable. NextEra Energy (2),
Berkshire Hathaway Energy (13), Exelon
(14), Dominion Energy (37), PSEG (38),
Duke Energy (39), Southern Co (41) and
Entergy (44), which together account for
around 270GW, or a quarter of total US
capacity, have added 19GW of renewable
generation in the past five years.
Meanwhile, their fossil fuel-fired fleet
got 22GW smaller, driven predominantly
by a switch from coal to gas8. Of course,
challenges remain in integrating a greater
share of renewable energy, but the trend
is clear: renewable energy is no longer a
minor player in many global power systems, but rather one of the largest sources of new generation, and this will further increase over the next two decades.
From an investment perspective, global
utilities competitive positioning for the

5. As technology further develops, solar panel over-capacity and longer wind turbine blades are rapidly transforming renewables
economics, with a resulting impact to utilities that is greater than appreciated.
6. Energy Intelligence, New Energy Supplement – Top 100 Green Utilities, based on carbon emissions and renewable energy.
7. Energy Intelligence, New Energy Supplement – Top 100 Green Utilities.
8. Energy Intelligence New Energy, August 31, 2017.
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growth in renewables will vary significantly. Regulated utilities will generally be
less exposed to the upside and downside
than companies with merchant exposure.
It should be noted, that the GLIO Coverage of utilities companies favors the more
stable regulated market.

Key Investment
According to the American Society of Civil
Engineers (ASCE), much of the US energy
system predates the turn of the 21st century and they estimate that $177bn of
new investment is required in the next
ten years. The major listed utilities in the
USA have completed a large portion of the
critical network investment over the past
decades and they have multiple billions of
dollars earmarked for future investment.

Chart
2: Global Utilities Total Returns v Global Equities
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For example, NextEra Energy invested
$75bn in the period 2004 to 2016 and
the company envisages a further $40bn in
new infrastructure investments through
20209. This is a common theme across
the major listed US utilities. Since 2007,
Dominion Energy has invested approximately $27bn, mostly in regulated electric and natural gas infrastructure growth
projects – ranging from new power stations, sub-stations and compressor stations to new, or modernized, wires and
pipelines. The company’s estimated cumulative infrastructure investment is $1320bn to 202010.
Duke Energy has a ten-year $25bn mod-

ernization plan for its energy grid, which
is the largest in the USA when measured
in line miles. In addition, the company
plans to invest $11bn in generating
cleaner energy through natural gas and
renewables11. Southern Company invested $4.5bn including wind projects in
2016, and has $5bn through 2019 in gas
infrastructure projects12.

building the nation’s only new carbonfree nuclear reactors in more than 30
years. Additionally, as one of the largest
owners of solar energy in the USA, the
Southern Company system is committed
to growing our 8,000-megawatt renewable portfolio in order to continue providing clean, safe, reliable and affordable
energy to our customers.”

Tom Fanning, President & CEO, Southern Company, explains the focus of his
company’s investment plans: “Southern Company is investing in the full
portfolio of energy resources, including

Parallel Developments
The story is similar across the Atlantic.
In February 2017, Madrid-listed Iberdrola announced an increase of future
investments to €25bn through 2020.
The capital spending will be focused on
renewable capacity in the USA, Mexico,
Brazil and UK, pumped storage capacity in Europe as well as transmission
networks in the USA, Brazil and UK.
With about 30 gigawatts of renewables
in operation, Iberdrola was one of the
first in the energy industry to invest in
utility-scale renewables, and led the
integration of digital technology into
electricity grids. The company estimates that the investment will result in
6.5GWs of additional renewable capacity and over €6bn of additional regulated asset value.
Ignacio Galan, Chairman & CEO of
Iberdrola, elaborates on the company’s
strategy: “Iberdrola is investing in renewable energy, distribution grids, >

9. www.nexteraenergy.com/
10. Dominion Energy, Investor Relations Reference Book, May 2017.
11. Duke Energy, Annual Report 2016.
12. Southern Company Gas, American Gas Association, 2017 Forum
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Table 1: GLIO Coverage – Infrastructure Sector Breakdown, December 29, 2017
Sector
Electric Utilities
Ground Freight
Oil & Gas Distribution
Multiutilities
Telecom Infrastructure
Ground Transportation Services
Highways & Railways
Airports
Gas Utilities
Water Utilities
Marine Ports
Satellites
Diversified
Environmental Services & Equip
Construction & Engineering
Grand Total

MC $mn
716,008
303,130
287,781
163,773
145,475
123,886
113,388
130,927
94,994
74,264
33,559
16,561
5,429
4,445
5,745
2,219,365

MC Wght
32.3%
13.7%
13.0%
7.4%
6.6%
5.6%
5.1%
5.9%
4.3%
3.3%
1.5%
0.7%
0.2%
0.2%
0.3%
100.0%

FF MC $mn
631,560
281,352
253,790
145,555
123,575
97,843
81,275
67,339
65,763
54,164
17,196
13,720
4,995
4,445
4,429
1,847,002

FF Wght
34.2%
15.2%
13.7%
7.9%
6.7%
5.3%
4.4%
3.6%
3.6%
2.9%
0.9%
0.7%
0.3%
0.2%
0.2%
100.0%

Yield
3.6%
1.7%
4.5%
5.2%
2.4%
1.2%
3.8%
2.7%
2.6%
2.9%
3.6%
7.5%
8.9%
4.7%
1.5%
3.3%

Beta
0.58
1.14
0.94
0.71
0.76
0.88
0.85
0.79
0.77
0.80
0.85
0.77
0.75
0.79
0.65
0.79

Source: GLIO

structure over the past ten years.13

As those sub-sectors grow, storage capacity will
evolve, smart grid technology will become the
norm, and energy intensity will fall.
power-storage and innovative customer solutions to deliver long-term, sustainable growth while contributing to
the de-carbonization of the economy.
Low carbon sources are essential, but
the intermittent nature of renewables
requires more storage capacity. Given
the good financial conditions and the
existence of new investment opportunities, we have accelerated our investment commitments in long-term contracted activities. In fact, complying

with climate-change targets implies, in
all credible scenarios, a deeper electrification of the economy.”
Elsewhere in Europe, ENEL plans to invest
€5.3bn to digitize its asset base, operations and processes and enhance connectivity. The UK’s National Grid, which has a
presence in the UK and the USA, invested
over £10bn 2014-2017 in its natural gas
and regulated assets. It has invested almost £14bn in critical transmission infra-

Chart 3: Share of net electricity generation
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It is difficult to over-play the importance
of utilities to the functioning of the global
economy and the global social infrastructure framework. Given the dominance of
listed utilities in the global energy space,
a diversified mix of companies provides
excellent exposure to the energy needs.
The future need for generation changes
and grid modernization provides otherwise lower-growth utilities with strong
expansion prospects and the need for
investment somewhat ensures that regulators are incentivized to reward capital
investments. This provides good growth
and a strong defensiveness.
Ted Brooks, Portfolio Manager, CenterSquare Investment Management, explains the importance of utilities in his
infrastructure portfolio. “In addition to
exhibiting lower volatility and higher
yields than broader global equities, utilities are a critical part of any infrastructure
portfolio because they sit at the nexus
of many key issues facing all of us in the
early 21st Century.”

RENEWABLES

10%
0%
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2015

2020

Source: International Energy Outlook 2017
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Global utilities play a major role in the infrastructure allocation mix. Looking at the
GLIO Coverage, electric utilities, gas utilities
and multi-utilities make up just under 50%
of total market capitalization. With the addition of oil & gas distribution, that figures
move to just over 60%, see Table 1.

13. http://investors.nationalgrid.com/.
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He continues: “There’ll be a shifting mix
of energy away from traditional fossil
sources and skewing more heavily toward renewables, a changing relationship
between provider and customer that

Given the dominance of listed utilities in the global
energy space, a diversified mix of companies provides
excellent exposure to the energy needs.
focuses much more acutely on data collection and analysis by parties on both sides
of the equation, and a massive investment
surge to help make way for a smarter energy delivery system that better anticipates
the needs of customers and their economies in the coming decades.”

Conclusion
The world needs a diverse energy mix
to ensure a reliable supply of energy. To
serve customers effectively and efficiently,

energy must be generated when, where
and how it is needed. Ensuring reliability
under all circumstances, including weather extremes and emergencies, requires
utility companies to use a mix of energy
sources.
These energy sources are key to companies’ ability to serve all customers, including businesses and industries whose
energy usage differs from that of most
residential customers. As energy trans-

formation develops over the next 20
years, the generation mix will naturally
continue to skew towards natural gas
and renewables. As those sub-sectors
grow, storage capacity will evolve, smart
grid technology will become the norm,
and energy intensity will fall. The global
listed utilities that rise to these challenges will be fundamental to fuelling that
development and will continue to comprise a key component of any investor’s
portfolio.

INFRASTRUCTURE
INVESTOR

20-22 March, 2018
Hilton Hotel, Berlin

To get a 15% discount supporters should go to
www.glio.org/events
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Liquid core
attraction
By Ryan Allison &
Gareth Mee

Investment in listed infrastructure corporates – could it be an
attractive proposition for insurers under the Solvency II Standard
Formula?

73% of respondents
explicitly consider
liquidity when
exploring a new
asset class.

Infrastructure investments have become
increasingly popular among institutional
investors in today’s prolonged low interest rate environment. In particular,
insurers and pension funds searching
for higher yielding assets relative to traditional asset classes see infrastructure
as an attractive asset class that satisfies
a number of their investment requirements. Indeed 53% of institutional investors plan to increase their allocation
to infrastructure over the long term1.
Although many investors have already
begun operating in the infrastructure
space, it is estimated that $69tn invest1. https://goo.gl/mG2sjq
2. https://goo.gl/E4ofmg

ment is needed in global infrastructure
by 2035 to maintain current levels of
global GDP growth2. Hence this asset class is far from saturated and offers considerable capacity for further
investment over the next 20 years.
There are a number of ways in which
institutional investors can increase their
exposure to infrastructure. Infrastructure
debt is one particular investment proposition that has long been on the investment
radar of insurers and pension funds alike.
However, equity investment in infrastructure corporates has recently perked the
interest of the industry.
>
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Table 1: Example of Qualifying Corporates under Solvency II
Company

The entity or group

The entity or group

If an external credit

S&P rating

If an external credit

Potentially satisfies

must earn the

must be in the

rating for the infra-

(where available)

rating does not exist,

the requirement for

vast majority of

following lines of

structure corporate

the infrastructure

qualifying

its revenues from

business: electri-

exists, it must be of

corporate needs to

infrastructure
corporate equity.

“owning, financing,

cal or thermal

credit quality step 3

have been active in

developing, or oper-

energy, natural and

or above (otherwise

the lines of business

it is excluded).

outlined above for at

ating infrastructure

petroleum gas,

assets in the EEA or

water / wastewater,

the OECD.”

recycling services,

least 5 years.

transport or social
infrastructure.
NextEra Energy

4

4

4

A-

4

Duke Energy

4

4

4

A-

4

Dominion Energy

4

4

4

BBB+

4

Southern Co

4

4

4

A-

4

Sempra Energy

4

4

4

BBB+

4

Zurich Airport

4

4

4

A+

4

Getlink (Eurotunnel)

4

4

Pembina Pipeline

4

4

4

BBB

4

Transurban

4

4

4

BBB+

4

4

4

4

A

4

Union Pacific

4

4

4

A

4

TransCanada

4

4

4

A-

4

ONEOK

4

4

4

BBB

4

Crown Castle Intl

4

4

4

BBB-

Pennon

4

4

American Water
Works

4

4

4
4

4

Note: Full analysis is available to GLIO supporters.

Why Would Insurers
Consider Investment in Listed
Infrastructure Corporates?
A key catalyst for institutional investors
looking to complement their existing
investments in infrastructure projects
with investment in listed infrastructure
corporates is the lack of high-quality,
availability-based operational infrastructure private projects to invest in. Firms
can supplement their existing allocation
to illiquid infrastructure investments with
more liquid listed infrastructure investments, in order to achieve target exposure for this asset class3.
Equity investment in listed infrastructure corporates is an alternative way
for insurers to gain exposure to this
asset class, without experiencing
some of the complexities that alternative approaches to infrastructure
investment bring. Indeed, investment
in listed infrastructure corporates is
considered operationally straightfor-
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ward, with a number of benchmarks
and data at the investor’s disposal.
The GLIO coverage has also provided a consensus backdrop in these
areas. Investors in unlisted infrastructure funds, on the other hand,
must grapple with potential private
data access issues and typically a
shorter investment history relative
to listed infrastructure corporates.
According to Simon Wilde’s recent article
in the GLIO Journal (page 18, issue 014),
listed infrastructure investments achieve a
mean return of 12.7% compared to 8.6%
for unlisted infrastructure investments.
Together with competitive returns, tradeable equities also provide insurance investors with increased liquidity. EY’s Investment Advisory team recently conducted
its Chief Investment Officer Survey 2017
among a number of UK life insurers, and
found that 73% of respondents explicitly
consider liquidity when exploring a new
asset class.

3. See GLIO Journal (issue 1) – Defining the Blend article, page 18 - https://goo.gl/afUC81
4. https://goo.gl/afUC81
5. https://goo.gl/xkEkXE
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Liquidity management is very much a
hot topic in the insurance industry due
to increased regulatory focus in recent
months, particularly following the implementation and embedding of Solvency
II Pillar II and the PRA’s recent consultation paper on financial management and
planning5. The additional liquidity that
listed infrastructure equity can provide
could be of benefit to insurers who still
want exposure to infrastructure at an attractive yield.
Beyond availability, total return and liquidity considerations, investment in
listed infrastructure may also result in
a lower degree of volatility for the investor relative to equity investment in
infrastructure projects. In particular,
private infrastructure projects are typically around 90% leveraged, therefore
investing in the equity of infrastructure
corporates (with a lower leverage) may
in fact provide much less volatility than
one might expect.

Considerations for Insurers
Investing in Listed
Infrastructure Equity
Listed infrastructure corporates generally operate under regulated (indexlinked) contracts, which cut out income
fluctuations and act as a hedge against
price inflation. Being listed in the public
markets offers the additional security of
governance, transparency and reporting
requirements/standards.
Insurers operating under the Solvency II
Standard Formula are faced with capital
charges on equity investments of 41%
for Type 1 and 51% for Type II equities
as at November 30, 2017. Investment in
infrastructure equity previously attracted
such a capital charge however, as part of
the Capital Markets Union’s initiative to
boost investment in infrastructure, the
European Commission (EC) adopted an
amendment in April 2016 to the Solvency
II Delegated Act which reduced the capital charges on qualifying equity investments in infrastructure projects to 32%
(as at November 30, 2017).
A further consultation paper was issued
by EIOPA on April 15, 2016 suggesting
that qualifying equity investments in infrastructure corporates6 (both listed and
unlisted) could attract a capital charge of
38% (as at November 30, 2017). The EC
recently released a statement of its intent
to implement this proposal7, which would
make equity investment in infrastructure
corporates more capital-efficient than
other equities under the Standard Formula (which we explore in further detail
in this article).
The key qualifying criteria for infrastructure corporate equity are outlined below:
• The entity or group must earn the vast
majority of its revenues from “owning,
financing, developing, or operating infrastructure assets in the EEA or the OECD”.
• The entity or group must be in the
following lines of business: electrical
energy, natural and petroleum gas,
water / wastewater, recycling services,
transport or social infrastructure. This
closed list acts as a “filter” and these
activities are similar to that in the portfolio used in EIOPA’s calibration.
• If an external credit rating for the infrastructure corporate exists, it must be of
credit quality step 3 or above (otherwise it is excluded).

• If an external credit rating does not exist, the infrastructure corporate needs
to have been active in the lines of business outlined above for at least five
years. This is so that the corporates
have a certain level of maturity which:
- is the same as the portfolio used for
the EIOPA calibration;
- offsets the lack of requirements to limit
construction risk (we note that a corporate which has been active for five or
more years is likely to have sufficient experience to manage the construction risk
it accepts in its infrastructure portfolio);
- reduces the risk that there are insufficient operational capabilities;
- gives more confidence in determining whether revenues are sufficiently
predictable.
It is expected that far more infrastructure assets are likely to qualify as an infrastructure corporate, compared to the
much stricter definition for infrastructure
projects.

What Investments Are
Likely to Qualify as
Infrastructure Corporates
Under Solvency II?
We have made an indicative assessment
of firms captured in the GLIO coverage,
to determine which companies are likely
to qualify as an infrastructure corporate
based on the key qualifying criteria outlined previously. Treating such companies
as a bucket of Solvency II-friendly equities

gives further insights into how the GLIO
coverage could be carved out into additional subsets for insurers. We outline
below the return achieved by these assets
relative to the wider GLIO coverage for illustration.
As Chart 1 illustrates, the bucket of Solvency II-friendly infrastructure corporate
equities has slightly outperformed the
wider GLIO coverage since December 31,
1999, obviously with a high level of correlation between the two indices. Although
return is of course important to investors,
we will now explore a metric of perhaps
more significance to insurers: return on
capital.

Implications of the EC
Amendments to the
Delegated Acts and EIOPA’s
Consultation Paper
In order to assess the significance of the
changes in the capital treatment of infrastructure corporate investments, we
compare the return on capital of three
portfolios:
•
Portfolio 1: Equity investment in
the FTSE 100.
•
Portfolio 2: Equity investment in
the MSCI World.
•
Portfolio 3: Equity investment in listed
infrastructure corporates
(GLIO coverage).
The comparison of the three portfolios
in Table 2 illustrates that return on >

6. Infrastructure corporate equity refers to the equity of a company that owns, manages, develops and operates infrastructure investments.
7. https://goo.gl/8gfwCA
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GLIO Coverage
& GLIO
Solvency
II Portfolio v Global Equities & FTSE 100
Chart 1: GLIO Coverage
vs GLIO
Solvency
II Coverage
December 1999 to December 2017 Total Returns (US$ & GBP)
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Ryan Allison is a Senior Consultant in
EY’s Investment Advisory team, specialising in particular in infrastructure
investments. Ryan co-authored EY’s infrastructure investments thought leadership paper and has worked with a
number of insurers and asset managers
who are interested in this asset class.
rallison2@uk.ey.com
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Table 2: We compare the return on capital of these portfolios under the
Solvency II Standard Formula:
Mandate

Annualized
return (%)

Capital
charge (%)

Return on
Capital (%)

Return source
(as at 30/11/17)

Equity investment in the
FTSE 100

7.6%

41.0%

18.5%

https://uk.investing.com/
indices/uk-100

Equity investment in the
MSCI World

12.0%

41.0%

29.3%

https://www.msci.com/
end-of-day-data-search

Equity investment in listed
infrastructure corporates

12.7%

38.0%

33.4%

GLIO Journal Issue 01

capital may be improved by reallocating
equity investment in the FTSE100 (and/
or MSCI World) to equity investment in
qualifying infrastructure corporates.
As the return on capital is one of the
key metrics by which insurers measure investment performance, the favorable treatment of infrastructure
investments provides insurers with a
higher performing portfolio and ultimately a better solvency position.
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Conclusion
Investment in listed infrastructure companies is an attractive proposition, which
provides insurance investors with an alternative way to increase their exposure
to infrastructure. In light of the recent
amendments to the Solvency II Delegated
Act, which reduces the capital charge for
equity investment in qualifying infrastructure corporates, this asset class of Solvency II-friendly assets is expected to grow in
popularity among insurance investors in
the near future.

Gareth MEE

...................................
Gareth Mee is a Partner at EY, and global lead of its Investment Advisory team.
Mee is passionate about insurers investing in illiquid assets, including infrastructure, and has authored a number
of papers on the topic for EY & IFOA.
g.mee@uk.ey.com

SAP
Environmental & Climate risks:
assessing the credit impact
S&P Global Ratings looks how the challenges brought about by climate
change can impact credit ratings, and the background to the assessment
process.
With acute weather events making the
news more frequently, and the impact of
climate change high on the international
agenda, lenders and institutional investors are naturally keen to understand
how changing environmental and climate
(E&C) related risks affect credit ratings.
Notably, there are opportunities as well as
risks. Companies successfully managing
the transition to a low-carbon economy
and mitigating or adapting to the effects of climate change can benefit from
changes in the market.

The Methodology
E&C-related risks and opportunities play
an important part in modern credit ratings analysis. At S&P Global Ratings, several factors determine a credit rating for
any given corporate entity; environmental
and social risks can affect these factors,
meaning that E&C risks can influence an
issuer’s credit rating if the risk is material.

E&C risks generally have the most impact
on the Business Risk Profile of a company.
However they can also be assessed as
part of the company’s management and
governance, which is considered as a
modifier (see Chart 1).

By Jessica Williams

represents an area of our criteria where
environmental and social risks are directly
referenced.

Profile of a company.

In conjunction with our corporate criteria
framework we also apply industry-specific
criteria, which we refer to as key credit factors (KCFs), to complement our corporate
methodology. The KCFs in rare circumstances may supersede certain sections of
our broader corporate methodology. The
KCFs provide complementary detail, such
as how any industry-specific risk factors
are assessed, and are where E&C risk references predominantly appear. That usually
happens within the industry risk and competitive position portions of the business
risk profile assessment.

This is important because the management and governance modifier accounts
for another way that environmental and
social risks can factor into ratings, and it

In assessing all forms of E&C risk, the
methodology accounts for the impact of
weather, natural disasters, and emissions
regulations on companies’ financial and
business risk profiles.
>

Environmental &
Climate risks generally
have the most impact
on the Business Risk

Chart 1: Corporate criteria framework
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As climate change continues, the E&C
element of rating global corporate credit
is becoming increasingly prominent. In a
report published in November 2017, How
Environmental and Climate Risks and Opportunities Factor into Global Corporate
Ratings – an Update1, S&P Global Ratings
found that in the two years since its last
such report, the number of references
to E&C factors in its credit analyses had
risen significantly. In the almost 9,000 research updates published from mid-2015
to mid-2017, E&C risk featured a total of
717 times – compared to 299 in the earlier study. An over-100% increase.
Of those 717 cases, 106 cited E&C factors
as a specific rationale for a rating ‘action’,
compared to 56 last time. That is to say
that an E&C factor contributed to either
raising or lowering a credit rating, revising
an ‘outlook’ for likely future performance,
or placing a rating on ‘CreditWatch’ (i.e.
being put under special surveillance by
S&P Global Ratings’ analytical staff).

The Risks
Perhaps it was no surprise that the ratings
affected by E&C risks were overwhelmingly concentrated on issuers in the oil,
gas and power industries, where environmental regulations and weather events
tend to have a more direct and physical impact on credit quality. As Chart 2.
shows, these were however by no means
the only sectors feeling the impact. Given
that material, unmanaged environmental
risks can harm creditworthiness over the
long term, E&C concerns represent an important consideration for most industries

and companies, which must protect their
incomes, cashflows, balance sheets and
reputation from a diverse set of risks.
These range from the physical impact of
long-term shifts in climate patterns on
supply chains, transport needs and employee safety, to the shorter-term damage wrought by event-driven risks such
as cyclones, hurricanes or floods. As an
example, S&P Global Ratings lowered the
rating on project finance company Aberdeen Roads from “A-” to “BBB+” in February 2016 to account for the persistent
construction delays resulting from severe
flooding in Scotland.
Furthermore, companies must account
for the risk of ineffectually transitioning
to a low-carbon economy. As a result,
they could suffer from the effects of regulatory policy actions and legislation, or
even litigation designed to constrain or
promote adaptation to climate change
– along with possible reputational risk
within the market. A notable example
was Volkswagen, which in October 2015
was downgraded for deficiencies in its
management, governance and general
risk management frameworks over the
manipulation of its diesel engine exhaust
emissions.
Last but by no means least, companies
could find themselves exposed to technological risks by not adapting quickly
enough to embrace disruptive new
forces such as renewable energy or carbon capture and storage technology. As
a result, they may find themselves faced

with market risks – on the wrong end of
shifts in supply and demand for certain
– often renewably sourced – commodities, products and services. This is the
rationale on which the downgrade of
ExGen Texas Power in January 2016 was
based – facing as it did sluggish growth
in demand for oil and gas, and greaterthan-expected renewable energy generation that weakened market power rates.

Companies could find
themselves exposed to
technological risks by
not adapting quickly
enough to embrace
disruptive new forces
such as renewable
energy or carbon
capture and storage
technology.
A Positive Trend
But with risk comes opportunity. For example, a second major finding of the review
was that there have been mounting records
of positive rating actions influenced by E&C

Chart 2: Rating actions related to E&C risk
Unregulated Power And Gas
Power Project Financings
Regulated Utilities
Metals And Mining Upstream
Auto And Commercial Vehicle Manufacturing
Agribusiness And Commodity Foods
Oil Refining And Marketing
Leisure And Sports
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Branded Nondurables
Oil and Gas Exploration and Production
Building Materials
Specialty Chemical
Social Infrastructure, Accommodation, And Entertainment
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Business and Consumer Services
Road, Bridge, and Tunnel Project Financings
Midstream Energy
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Environmental Services
Capital Goods
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Chart 3: Climate-related risks, opportunities and financial impact

Source: TCFD Final Report, June 29, 2017

elements. In the 2017 two-year review,
E&C factors did largely feature in negative
ratings actions – 56% experienced negative
action, but with 44% seeing movement in
the positive direction. This is in sharp contrast to the 2015 review, in which 79%
resulted in a negative ratings action and
only 21% of E&C-driven decisions lead to
positive change.
So what accounts for this? It may merely
reflect the growth in importance of E&C
concerns. But – while we cannot make
hard and fast assertions at this stage – the
growing proportion of positive rating actions could suggest that companies are
more aware, and are therefore getting better at managing and mitigating E&C risks.
Moreover, it could mean that they are
increasingly benefitting from opportunities in the global energy transition. As the
Financial Stability Board’s (FSB) Task Force
on Climate-Related Financial Disclosures
(TCFD) – a group of industry experts commissioned by the Bank of England – has
highlighted, accompanying the E&C risks
associated with climate change are opportunities (see Chart 3).
In an environment of growing pressure
to conserve resources, those companies
making efforts to improve efficiency
across their production and distribution processes, buildings, machinery and
transportation will likely see improvements to their liquidity and profitability.
This can involve making use of innovations in LED lighting, industrial motor
technology, energy-efficient building
retrofits, electric vehicles and new water and sewage treatments. As such, in
March 2017, the rating on the company
West China Cement was upgraded to
reflect cost-reduction efforts in the form

of a waste heat recycling system, among
other things.
Notably, those making an effort to innovate and develop low-emission products
and services could also see a boon to
their reputation – improving their competitive position by capitalizing on shifting consumer and producer preferences.
Those companies making best use of the
energy transition, in particular, will be
those investing in alternative, renewable
and low-carbon technology.

Corporate credit
ratings could be
affected not only by
climate change but
also by companies’
own willingness and
readiness to adapt.

Jessica WILLIAMS

...................................
S&P Global Ratings, for instance, revised
upwards the outlook on energy joint venture Darling Ingredients in October 2016,
due to its involvement in biofuels, which
were expected to benefit from the expansion of lower carbon fuel standards.
Ultimately, corporate credit ratings could
be affected not only by climate change
but also by companies’ own willingness
and readiness to adapt. And, if they can
proactively mitigate the risks and seize
the opportunities, they may reap future
rewards.

Jessica Williams is an analyst at S&P Global
Ratings Sustainable Finance Group based
in London where she works in the Infrastructure practice and contributes to
environmental and climate risk research.
Her work at S&P Global Ratings currently
includes the development and roll-out of
a Green Evaluation product that looks
at the environmental impact of financings as well as research projects focused
on energy transition risk, energy storage,
climate policy, ESG risks and the impact of
climate & environmental factors on credit
ratings.
jessica.williams@spglobal.com

31
www.GLIO.org | ISSUE 02 | 2018

Infrastructure investment
and interest rates
The macro landscape is forming a firm foundation under the infrastructure asset class, with demand powered on by a range of unforeseen
geo-political circumstances.
It should be no surprise that we are now
finally seeing global interest rates rise.
The USA had already increased rates
three times in 2017 and Jerome Powell
(newly installed Fed Chairman and replacement to Janet Yellen’s ‘safe pair of
hands’) made the third rate rise (0.25%)
of 2017 in December. Interestingly, Powell has been a supporter of Yellen’s gradual interest rate hikes, and he shares her
concerns about weak US inflation – so a
degree of continuity is likely to prevail for
the foreseeable future.
Mark Carney in the UK has recently reversed the post Brexit base-rate cut and
moved the benchmark base-rate back up
to 0.50%, representing the first upward
move in UK rates in a decade. And in the
Eurozone, Mario Draghi has eventually
conceded that he will taper QE in 2018,
paving the way for progress in the EU
and, hopefully, positive rates.
So are these rate increases premature?
There is no denying that the USA has experienced some convincing growth in the
last 12 months, and while Donald Trump’s
massive infrastructure spend looks to be
pushed further and further into the distance, the US economy is doing unusually
well…for now.
For the UK, the story is not so positive
and hopefully the recent rate rise will
not prove to be an embarrassing mistake. However, while the UK continues
to battle with Brexit negotiations and the

stability of Theresa May’s government,
it may be some time before we see any
opportunity for further rate increases unless we witness some solid economic improvement.
In contrast, the Eurozone GDP grew by
0.7% & 0.6% in Q2 & Q3 in 2017, while
the UK only managed 0.3% & 0.4% respectively. It seems likely that the Eurozone is now firmly on track for a gradual
recovery, while the UK has been hit by
increased inflation resulting mainly from
the slump in Sterling following 2016’s illdefined referendum vote. So while the
Eurozone still has negative interest rates,
many EU countries are now seeing a
much better chance of sustained growth.

Interest Rate Caution
Despite this, all economies have indicated
that any further increase in rates should
be treated with caution. It has been made
very clear that future increases will be
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measured and will be subject to certain
economic targets being met. This qualification is not surprising given the ten years
of financial crisis that markets have experienced. However, any return to normality
will be gradual, and any premature rate
increases could create a material setback.
Graph 1 below illustrates the current
market projection for IBOR rates in GBP,
USD and EUR over the next ten years. As
can be seen, the current expectation is
that we will see IBOR rates climb reasonably steeply over the next two or three
years and then start to flatten out. This is
in line with current forecasts.
What is interesting is that longer-term
swap rates demonstrate a much flatter
position. Graph 2. shows where current
ten-year swap rates are and the dotted
line shows the current market forecast
for the ten-year swap rate two years
forward.

Graph 1: Markets projection for IBOR rates.
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Longer-term rates are not expected to move up at the same speed as IBOR
rates, and therefore the cost of longer-dated infrastructure should not
necessarily be materially impacted by the current short-term rate rises.
As can be seen, the increase in rates is
limited in the case of GBP and USD. EUR
forward rates represent a bigger jump,
but these are starting from a much lower
base, so clearly the markets think the
current Eurozone recovery should be sustained. In general, this suggests that longer-term rates are not expected to move
up at the same speed as IBOR rates and
therefore the cost of longer-dated infrastructure should not necessarily be materially impacted by the current short-term
rate rises.
Regarding infrastructure, Trump promised in the US elections last year to spend
$1tn on infrastructure projects to aid
economic recovery and growth. His plan
involved private and public investments
to repair bridges and roads, boost the
electricity grid, expand broadband and
upgrade airports and dams – all votewinning promises. However, one year
on, the reality is rather different. Little or
nothing has been done on these ambitious plans and Trump is therefore getting
significant criticism from the Democrats.
White House officials said in December
2017 that Trump’s infrastructure push
will now take place in 2018. Time will
tell. However, the USA seems to be leading the global recovery at present.
In the UK, circumstances are not entirely
different, with a lack of infrastructure
activity. We have heard from successive
governments for a number of years that
the UK needs, and “intends”, to splash
out on infrastructure to boost the econ-

omy and create growth. Indeed, these
sentiments were further echoed in the
recent budget. What a good idea! However, very little has been initiated to date.

Weaker Sterling Could Attract
Foreign Investment
It has never been cheaper to fund infrastructure than now, and that applies to all
developed economies. There is significant
appetite to lend to these projects from
(some) commercial banks and institutional lenders and there is material demand
for infrastructure. However, the meagre
efforts that have been made by the UK to
date have focused only on the large-scale
headline projects and not the smaller/
social infrastructure transactions (£25mplus) that are desperately needed and
would be quicker and easier to deliver.

model. But there is also increasing activity
in roads, rail, renewables, telecoms and
utilities elsewhere in the EU in general,
and as noted above, full use of the funding and investor appetite is being utilized.

It has never been
cheaper to fund
infrastructure than
now, and that applies
to all developed
economies.

Given the UK is struggling with Brexit,
what better way to advertise that the UK
is still open for business? Weak Sterling
makes investment attractive for overseas
investors, and traditionally the UK has a
good reputation as being experienced at
delivering these transactions.

Graph 3. shows the growth in infrastructure in global economies over the last ten
years, and it looks forward over the next
five years. As can be seen, the forecast is
to double infrastructure spend over this
period, underwriting the significant pipeline that this sector has to offer.

However, in the Eurozone, many countries seem to have recognized the favorable opportunities for infrastructure and
are continuing with, or renewing, their
infrastructure activity. Admittedly, this is
from a very low interest rate base, but
the principle is the same. The Netherlands has traditionally led the PPP infrastructure market in Europe and continues
to procure hard infrastructure via the PPP

As an asset class, infrastructure is fast becoming the investment of choice. With its
long-term visible cashflows and relatively
strong pipeline in certain sectors, infrastructure ticks many of the relevant boxes
that other sectors struggle to meet. Given
the global wall of money that is still looking for a home, we do not see this position changing anytime soon. Yields will
have to rise materially in order to tempt
investors back to more traditional investments, but it will still take some time to
exhaust the excess of capital that is sitting
with funds eager to invest.

Graph 2: Ten-year swap rates.
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Infrastructure will encourage economic
development in order to meet macroeconomic needs and should enhance GDP,
increase tax revenues and boost jobs.
We believe that renewable energy will
play a significant role in this space, with
demand for greener energy and material
advances in technology making this sector very investible. Competition for yield
and the healthy appetite from lenders >
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“Forecasting rates and
inflation has been difficult
since the great recession, but
synchronized global growth
and a reduction in the output
gap globally are most likely
a pre-cursor to some level
of inflation greater then we
have seen since 2009 – and
that should make the case for
global listed infrastructure
even more compelling.”
..........................................................
John Creswell, Duff & Phelps
Investment Management

Graph 3: Growth of infrastructure in global economies.
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to this sector have also seen the target
geographies for renewables expand considerably. Aside from the traditional areas
of North America and Northern Europe,
there is now major focus on areas such
as LATAM, Asia, India and Africa to name
a few.
The long-dated transparent cashflows
produced by infrastructure, combined
with a palatable credit offering with
which investors are becoming more
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comfortable, make for a compelling opportunity. The rise in interest rates will
evolve over time and will not, we suggest, dent the current favorable reputation that this asset class enjoys. For
the foreseeable future, we hope that
global economies take full advantage of
the prevailing favourable circumstances
and make infrastructure not only a financially attractive investment, but also
make it instrumental in global economic
recovery.

All views expressed here are the author’s own and are based
on information available at the time of writing.

A foundation year

We assess 2017, a year in which the UK’s listed infrastructure investment
companies took a square and central position on the investment
horizon, securing the financing of many long-term projects of national
concern.

Following on from the article ‘Stars aligning for the UK infrastructure investment
companies’ in the GLIO Journal (issue
1), we provide an update on the listed
infrastructure investment company sector. The 11 companies currently offer
dividend yields in a range from 3.7% to
6.1% and underlying discount rates used
in discounted cashflow NAV valuations
show an attractive margin above risk-

By Ben NEWELL

free rates, with the 20-year gilt currently
yielding 1.8%. Importantly, dividends are
underpinned by stable and predictable
cashflows.

Below we outline a summary of the investment activity for the year.

2017 was a year of development for the
UK listed infrastructure infrastructure
companies, with a series of landmark
deals that have kept these companies at
the center of the UK infrastructure scene.

This was truly a year of significant investment. In March, INPP invested £274m for
a share of a 61% stake in National Grid’s
UK gas distribution network (now known
as Cadent) alongside a consortium >

2017 Review Social Infrastructure

Table 1: Overview of the UK Infrastructure Investment Companies, as at December 29, 2017
MC $mn

FF MC
$mn

FF Wght

Yield

Beta

2017

2016

3 Yrs

5 Yrs

7.5 Yrs

10 Yrs

Diversified

3,828

3,828

23.9%

4.9%

0.26

1.0%

14.3%

6.2%

10.4%

9.8%

8.8%

Company

Country Sector

HICL
Infrastructure

UK

INPP

UK

Diversified

2,979

2,681

16.7%

4.3%

0.32

6.8%

15.5%

10.1%

9.6%

9.3%

8.7%

3i Infrastructure UK

Diversified

2,888

1,906

11.9%

3.7%

0.50

15.8%

13.3%

15.5%

16.4%

13.6%

12.3%

Greencoat

UK

Renewable
Energy

1,709

1,538

9.6%

5.3%

0.16

8.4%

17.4%

9.9%

JLIF

UK

Diversified

1,652

1,487

9.3%

5.7%

0.34

-0.1%

17.5%

5.7%

TRIG

UK

Renewable
Energy

1,392

1,392

8.7%

5.9%

0.28

5.1%

15.7%

8.3%

BBGI

UK

Diversified

914

841

5.2%

4.5%

0.35

7.1%

11.2%

9.0%

879

800

5.0%

5.6%

0.25

11.1%

9.6%

9.0%

657

605

3.8%

5.9%

0.13

8.3%

10.7%

7.4%

590

514

3.2%

6.1%

0.19

15.1%

11.8%

10.7%

559

442

2.8%

5.7%

0.30

9.2%

9.4%

8.1%

18,048

16,033

100.0%

4.6%

0.33

Nextenergy

UK

Foresight Solar

UK

Bluefield Solar

UK

JL Environment

UK

Grand Total
Source: Reuters/GLIO

Renewable
Energy
Renewable
Energy
Renewable
Energy
Renewable
Energy

8.4%

10.4%
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Charts 2i & 2ii: Portfolios by geography/sectors
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of international investors. In addition,
a further 14% interest in the networks
has been negotiated by the consortium
with National Grid and is subject to put
and call options between the two parties. The investment comprises four
networks, each covering a geographic
monopoly in the East and North West of
England, North London, and the West
Midlands, respectively. The networks distribute gas to approximately 50% of the
country’s connected households through
130,000km of gas pipeline.

60%

70%

90%

INPP made an investment commitment
to Thames Tideway Tunnel in August
2015, and by end-June 2017 had invested £177m with a further £30m to be
committed in the second half of 2017.
The Tideway investment relates to the
design, build and operation of a 25km
‘super-sewer’ running up to 65m below
the River Thames. INPP is part of a consortium committed to investing £4.2bn
in developing the Ofwat-regulated asset.
The project is currently under construction and should be completed by 2024.
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In May, HICL purchased a 33.2% stake in
Affinity Water group, for approx. £250m.
Affinity Water is the largest water-only
company in England and Wales by revenue and population served, with a regulatory capital value of £1.156bn as at
March 31, 2017. It is licensed under the
Water Industry Act 1991 and regulated
by Ofwat, and its principal activities are
water supply and distribution, plus the
construction and maintenance of water
supply infrastructure. HICL invested as
part of a consortium including DIF Infrastructure, Allianz Capital Partners and UK
local authority pension funds.
In July, HICL announced the acquisition of
a 21.8% interest in High Speed 1 (HS1),
for a consideration of approx. £202m.
The asset operates the UK’s only highspeed rail link running 108km between
London St Pancras and the Channel Tunnel and includes four stations with the
associated infrastructure. HICL invested
alongside a group of InfraRed-sourced
co-investors, comprising UK local authority pension funds and Korean institutional
investors. HS1 provides diversified revenue streams generated from domestic
and international train journeys, unregulated activities (principally retail leases)
and regulated activities (such as maintenance and operations).
In June, JLIF completed the purchase of
its ninth street-lighting Public Private Partnership (PPP) project, and in October JLIF
agreed to purchase a portfolio of five UK
PPP projects from John Laing Group for
a consideration of £141.2m. This portfolio included an additional investment in
the Intercity Express Programme; which
involves the manufacture, maintenance
and operation of 57 new high-speed
trains for use on the Great Western Mainline, running west out of Paddington. The
portfolio also included an interest in the
City – Greenwich – Lewisham Docklands
Light Railway and two further railway station projects.
BBGI is the only company currently 100%
invested in PPP/PFI (Private Finance Initiative) assets, and the majority of the company’s portfolio (approx. 60%) is located
in Canada, Australia, Continental Europe
and the USA. The UK makes up the other
40%. In June, BBGI entered into a strategic agreement with a subsidiary of SNCLavalin Group to invest in an investment

vehicle which will hold substantial equity
interests in five PPP projects in Canada for
a consideration of around £112m. BBGI
also agreed a right of first-offer agreement for potential future acquisitions of
select interests in SNC-Lavalin’s pipeline
of Canadian availability-based PPP projects currently under construction.
Following the deals completed in 2017,
both HICL and INPP have been able to
increase the duration of their cashflows
so that their weighted average concession lengths are 31 and 36 years, and
have seen their inflation correlations rise
to 0.80% and 0.83% respectively. This
means that returns are forecast to increase by 0.80% and 0.83% for every
1.0% increase in assumed inflation rates,
and therefore provide explicit inflation
protection. BBGI and JLIF have concession lengths of 22 and 19 years and inflation correlations of 0.45% and 0.49%
respectively.

Renewable Energy
Infrastructure
2017 has also been an active year for
the UK listed renewables sector. In May,
TRIG completed the acquisition of two
wind-farms with a combined capacity
of 44MW for consideration of £123m,
and in August completed its first investment in energy storage, investing £20m
into Broxburn, a battery energy storage
project. The latter is expected to have an
operational life of 15 years and benefits
from a bespoke bilateral contract with
National Grid Electricity Transmission plc
to provide dynamic, two-way grid balancing services. For the initial four years of
operations under the contract, revenues
are substantially based on pre-determined, RPI-indexed availability payments.
Following the closure of the Renewables
Obligation (RO) scheme for UK solar in
March 2017, we have seen both Foresight and NextEnergy make their first
overseas acquisitions in Australia and
Italy respectively. In October, Foresight invested around AUD74m to acquire three
assets currently under construction, with
a capacity of 117MW in Queensland,
Australia. The first asset was Longreach
Solar Farm (17MW), grid connection expected in March 2018, with Oakey 1 and
2 (30MW, 70MW) following in September and October. In November, NextEnergy acquired a portfolio of eight operating

solar plants in Italy with a total portfolio
value of £116m. Five plants are located
in Puglia, and three plants are located in
Campania.
In November, Greencoat UK Wind purchased an 80% stake in five wind-farms
close to Peterborough with a capacity of
96MW for £98m, having acquired the
Corriegarth wind-farm located on the
eastern side of Loch Ness with a capacity
of 70MW for a consideration of £181m
some two months earlier. In August, the
company purchased North Hoyle (Liverpool Bay) and Slieve Divena (Northern
Ireland) wind-farms, with a combined
capacity of 90MW and consideration of
£105m.

Broadly Held
2017 has been a very important and successful year in the development of the UK
listed infrastructure sector, with a number
of landmark deals completed which cement these companies at the heart of the
UK infrastructure scene. They provide investors with exposures to well-diversified
portfolios with low asset concentration
risk, long-dated, predictable cashflows
and a strong correlation between returns
and inflation, and we believe that the
sector has a key role to play in improving
portfolio diversification and assisting the
UK government meet much publicized
future infrastructure spending demands
As listed companies, these entities provide easy and efficient access to diverse
portfolios of infrastructure assets, to a
very broad range of UK investors including individuals who themselves would
not be able to participate in this asset
class. As Ian Russell, HICL Chairman, recently noted: “HICL shareholders [about
90% of whom are UK-based] include
a wide range of UK local authority and
corporate pension funds, established UK
financial and asset management groups,
some overseas institutions and a large
number of UK retail investors, investing
either directly or via savings and investment programs.”
This breadth of investor support should
stand the sector in good stead. In addition, the important development of GLIO
over the past 18 months means that the
key benefits of this growing sector are
promoted to a global audience. We believe a growing number of international

investors will take a serious look at these
infrastructure investment companies in
the future.

So What About This Year?
Given the level of investment by the listed
infrastructure sector in 2017, we expect
the companies will be focussed on bedding down and incorporating these new
acquisitions into portfolios through 2018.
Looking forward however, we expect
these companies to maintain an opportunistic approach to further investment.
In the very short-term, following the news
that Carillion was to enter liquidation, the
focus for several of the social infrastructure companies will be the reorganization
of a number of facilities management
contracts. Importantly, these companies
have contingency plans in place for such
events and we would expect further detail on these arrangements shortly.
Meanwhile, questions around political
risk have become more pronounced following last September’s Labour party
conference, while the recent NAO report
has produced some negative media comment around the PFI concept.
Pricing discipline will of course be key,
and the focus will be on finding investments that are accretive to portfolios
and can improve portfolio diversification, inflation correlation and the longevity of cashflows. Importantly, we
remain confident that the listed infrastructure investment companies will
continue to deliver stable, long-term
income for shareholders.

Ben NEWELL
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University, Newell qualified as a Chartered Accountant with PwC within the
Banking and Capital Markets Assurance
practice. He left to join the Investment
Companies Team at Canaccord Genuity in
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Core infrastructure key considerations
for investors
By Serkin Bahçeci

Infrastructure, listed or unlisted,
constitutes a relatively new but
rapidly growing asset class in
institutional portfolios.
The infrastructure asset class has
benefited from interest in diversifying
investments that may provide stable,
forecastable cashflows and long-term
inflation-protection capabilities. But as
the experience of the last decade has
made clear, the level of risk and expected
return for different infrastructure
investments can vary fairly dramatically.
An Important lesson learned through the
Great Recession is that the usual wishlist associated with infrastructure investments – characteristics such as stable
yield, recession resilience, inflation protection and diversification benefits – can
effectively be provided only by core
infrastructure investments.
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flow stream, which

These stable cashflows typically come
from some combination of monopolistic
market positions, transparent and consistent regulatory environments, long-term
contracts with credible counterparties,
mature demand profiles, and prudent
leverage strategies. We also define valueadded and opportunistic strategies based
on expected risk profiles.

is forecastable for at

A Structured Assessment

An infrastructure
investment is ‘core’ if it
produces a stable cash-

least a decade with a
low margin of error.
The challenge for investors is that infrastructure offers a truly wide range in the
risk-return spectrum, but as a young asset class it does not provide ample historical return data. This makes classification
and analysis more challenging compared
to more established asset classes.
Borrowing terminology from real estate,
investors and asset managers now readily
differentiate between core, value-added
and opportunistic investments based on
detailed asset-specific analyses, rather
than relying on sector-level generalizations. Given the lack of reliable long-term
return data, we define core infrastructure
by its main observable financial characteristic: an infrastructure investment is ‘core’
if it produces a stable cashflow stream,
which is forecastable for at least a decade
with a low margin of error.

0903c02a8152c73f

Exhibit 1

Investors must consider several potential sources of risk before making infrastructure investment decisions. While the
following list is not exhaustive, it covers
many of the important issues that must
be assessed in the due diligence phase.
• Sector risk: Each infrastructure
sector has different risk factors,
return drivers and economic sensitivities. Due to low correlation
among sectors, constructing a welldiversified
infrastructure
portfolio can mitigate these risks.
• Political and regulatory risk: Different countries and regions have different political, regulatory and legal
frameworks. In jurisdictions with relatively shorter regulatory track-records
or inconsistencies in past regulatory
decisions, the regulatory risk becomes
significant. Focusing on politically
stable regions with established legal
STRICTLY PRIVATEcan
| CONFIDENTIAL
and regulatory frameworks
reduce
these risks.

Chart 1: Risk-return spectrum
OPPORTUNISTIC
CAPITAL GAINS

Investments taking advantage of
market dynamics, with significant
demand risks

VALUE-ADDED

E.g. un-contracted/merchant power,
traffic forecasts with no history

RETURN

Investments that are exposed
to market price risks and/or require
improvements and stabilization

CORE

E.g. short/medium-term contracted
power, transportation asset with
short history

CASH FLOW

Investments with forecastable
cash flows – forecastable for a
decade or more
E.g. long-term contracted power,
regulated utility, mature
transportation asset

RISK

Source: JPMAM.

• Macroeconomic and demographic
risk: End-user demand depends on the
health of the service area, especially
for GDP-sensitive assets like airports
and seaports. Even when demand is
not sensitive to changes in GDP, longterm demand may depend on local
population growth – as is the case
for regulated utilities. Core infrastructure investments may mitigate this
sensitivity relative to value-added and
opportunistic investments. However,
investors should be wary of investing
in jurisdictions with volatile economies
or unforecastable demographic trends.
• Development risk: Development
projects face higher licensing, permitting and construction risks. Once
completed, they may also experience
greater demand uncertainty relative
to mature assets. Investors can choose
to avoid these risks by investing in
mature infrastructure assets with established operating histories. Those
willing to take these added risks may
be compensated with higher returns.
• Counterparty risk: Infrastructure assets’ long-term contracts depend on
creditworthy counterparties. For example, an airport may sell long-term
slots to airlines and a power company
may sell energy on a long-term basis to corporates or utilities. Investors
can mitigate credit risk by contracting
with reliable counterparties, avoiding
counterparty concentration, and assessing the availability of alternative
off-takers in the event of a default.
• Leverage risk: Infrastructure assets
that provide stable cashflows may present opportunities to boost return on
equity via leverage. Credit market conditions impact the amount, cost and
terms of credit available to infrastructure assets. Managers can mitigate this
risk by employing leverage prudently
– in quantity, structure and tenor,
and by making conservative refinancing assumptions when underwriting.
• Liquidity risk: Due to the size of >
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We expect core infrastructure
to remain attractive to investors
given its diversification, inflation
protection, and yield benefits.
STRICTLY PRIVATE | CONFIDENTIAL
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some assets, the limited number of
Exhibit 5
potential buyers and regulatory approval requirements, divestments of Chart 2: Risk-return spectrum breakdown
private infrastructure assets can take a
substantial amount of time and effort.
• Governance
risk:
A
related
consideration is the investor’s degree of control over the investment.
If various investors’ interests are misaligned, a minority investor may not
be able to prevent an undesirable
strategy or may be forced to exit the
investment at an undesirable time.
• Currency risk: A global infrastructure
investment strategy seeks to provide
diversification benefits to moderate
several risks (e.g. political, regulatory,
demographic) but does expose an investor to the currency volatility of the
underlying portfolio companies. Investors can hedge this with a currency
overlay strategy.
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Source: JPMAM

According to a Preqin survey, 63% of infrastructure investors reported that their
allocations were below their targets.
Unsurprisingly then, almost five times as
many investors planned to increase their
allocations over the short to medium
term as planned to decrease them. Such
continued investor interest is expected to
push infrastructure asset prices higher,
and gradually shift down the equity risk
premium for core investments.
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We expect core infrastructure to remain
attractive to investors given its diversification, inflation protection, and yield
benefits. Importantly, the growth in investors’ commitment shows few signs of
abating. Despite growing familiarity with
the space, many institutions have been
slow to identify investments for their
infrastructure allocation and so remain
under-allocated.
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If you have a view on any of these articles,
or you’d like to contribute, please contact:
f.hughes@glio.org
And don’t forget, there’s a massive amount
of data covering global infrastructure on

www.GLIO.org
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Telecom infrastructure toning up

Telecom towers are an important investment opportunity as they are
increasingly essential to everyday communications throughout the
world.
Telecom operators need to develop
larger, denser and more efficient networks to better handle the rising demand for mobile services. Their customers continue to gain access to advanced
handsets and high bandwidth applications. This has led to a growing number of independent companies owning
telecom tower infrastructure, as they
can offer shared networks that can cut
costs for the large mobile operators.
Typically, operators pay the tower owners
rents under long-term, typically non-cancellable, contracts with annual escalators.
Owning a mast has become an increasingly attractive investment for private and
public investors keen to put capital to
work in infrastructure-based assets with
consistently compounding cashflows.
So, what are some of the key advantages of
independently-owned tower companies?
• Shared Infrastructure: Owning towers is not strategic for the carriers. They
are non-performing, cost-center assets
with a carrier, that can be readily monetized and turned into significant cashgenerating assets in the hands of an
independent tower company with no
change in functionality for the carrier
selling the towers. In addition, the pres-
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ent value economics of owning versus
leasing favors leasing. Plus, zoning laws
make it impractical for carriers to each
have separate towers for every one of
their sites. Shared infrastructure remains
as the clear-cut most efficient way to deploy today’s networks, from both a cost
and technological perspective.
• Importance of scale:
- Negotiating with customers who are
large, sophisticated multinationals
with a history of putting pressure on
their vendors. Scale enables tower
operators to offer nationwide portfolios to facilitate the density requirements of modern wireless networks.
- It is a relatively capital-intensive business initially, so having significant
financial assets is important as portfolios are constructed and acquired.
- Basic selling, general and administrative is not insignificant, but scalable
with revenue growth given minimal
incremental SG&A requirements associated with adding towers to an
existing operation.
• Mission-critical:
Telecom
tower
companies are mission-critical as a
high percentage of mobile traffic
goes through their masts. Network
quality is a major factor driving cus-

By Fraser Hughes
& Laura Graves

tomer churn for wireless carriers and
consequently, it remains a key
factor in carrier marketing and will
continue to be extremely important
in an environment where delivering
bandwidth-intensive content is a necessity to attract and retain customers.

Owning masts has become
an increasingly attractive
investment for private
and public investors keen
to put capital to work
in infrastructure-based
assets with consistently
compounding cashflows.
• ESG & sustainability: Simply put,
fewer towers equals less visual
pollution. Tower sharing is inherently
green, more efficient and reduces the
environmental impact of having
redundant infrastructure.

The Global Market

Table 1: Top independent global telecom tower companies (by number of towers)

TowerXchange tracks 275 tower infrastructure companies who collectively are
estimated to own just fewer than 70% of
the world’s 4.3 million investible towers
and rooftops.

Rank

Company/Towerco

1

China Tower Corporation

2

American Tower

Table 1. shows the top 20 independent
companies who account for approximately 2.2 million towers themselves.
State-run China Tower is the largest
owner with 1.9 million towers in China.
It is a joint venture between network operators China Mobile, China Unicorn and
China Telecom, and at the time of writing
is expected to IPO in the 2018. Current
valuations are upwards of $40bn. Listed
companies are heavily represented in the
table, with US-listed American Tower,
Crown Castle and SBA Communications
holding ranks 2, 4 and 9 respectively.
Other listed companies come from Europe, India and Central America.

3
4
5
6

Indus Towers
Crown Castle
Bharti Infratel
Deutsche Funkturm

7

edotco

8

GTL Infrastructure

9

SBA Communications

10

Cellnex

11

IHS Towers

12

Telxius

13
14
15
16
17
18
19
20

Telesites
Guodong
Protelindo
First Tower Company
Tower Bersama
Mitratel
NetWorkS!
DIF

Representation
and Developments
The Tower business is very much a global
affair, and there are a number of different
regions with active independent tower
companies.
For example, American Tower, Crown
Castle and SBA Communications have
been around for 20 years or more in the
USA. These three tower specialists qualify
under US REIT legislation, SBA the latest
to convert in 2017. The US market is very
well established, with independent tower
companies owning close to 85% of collatable towers in the country according
to EY.
Meanwhile, the UK market has three
main independent players, Arqiva (whose
IPO was scrapped in November 2017),
Infrastructure Group and Cellnex, who
own approximately 13,400 towers between them. According to EY, only 30%
of UK towers are independently owned,
which could lead to potential growth in
the future. For this to happen, however,
industry structure and the regulatory environment would likely need to improve.
In Continental Europe, the sector is slowly
forming, with the IPOs of Cellnex, INWIT
and Raiway in recent years. Mobile operators are looking to cut costs and raise
cash. EI Towers has been around since
2004. However, independently-owned

No. Towers
Countries
Q417
1,900,000 China
Argentina, Brazil, Chile,
Colombia, Costa Rica, France,
149,720
Germany, Ghana, India,
Mexico, Nigeria, Peru, South
Africa, Uganda, USA
122,920
India
40,127
USA
39,211
India
34,700
Germany
Bangladesh, Cambodia,
31,600
Malaysia, Myanmar, Pakistan,
Sri Lanka
28,000
India
Argentina, Brazil, Canada,
Chile, Colombia, Costa Rica,
26,764
Ecuador, El Salvador, Guatemala, Nicaragua, Panama,
Peru, USA
France, Italy, Netherlands,
24,664
Spain, UK, Switzerland
Cameroon, Ivory Coast, Nige23,382
ria, Rwanda, Zambia
Brazil, Chile, Germany, Peru,
16,245
Spain, Argentina
15,111
Costa Rica, Mexico
15,000
China
14,614
Indonesia
14,000
Russia
13,175
Indonesia
13,113
Indonesia
13,000
Poland
12,183
Thailand

Listed / Private
IPO H1 2018
Listed
Private
Listed
Listed
Private
Private
Listed
Listed

Listed
IPO H118
Private
Listed
Listed
Listed
Private
Listed
Private
Private
Listed

Source: TowerXchange

towers still only account for less than
20% of the European total according
to EY, including Cellnex’ recent expansion into Switzerland with its purchase of
approximately 2,200 towers from Swiss
Towers.
Michele Vitale, Head of Investor Relations
at INWIT gives a sense of the market:
“The low teens EBITDA Growth INWIT
is experiencing today is sustained by the
growing demand coming from existing
mobile network operators (MNO), new
MNOs and other radio operators. Looking
forward, the MNOs’ need for new infra-

structure will accelerate due to increasing
mobile data consumption trends, and this
will translate into additional demands for
shared infrastructure like DAS and Small
Cells. In addition, the nature of 5G will
reshape MNOs’ attitudes, increasing their
wiliness to share a bigger part of the network: antennas, backhauling, tower data
centers and more.”
Vitale continues; “Finally in Europe, due to
the emerging nature of the market, we are
in the phase of network optimization. This
means that the MNOs can help the market
to become more efficient, by selling or >

Table 2: Mobile user estimates 2021
Region

Per Capita
connected
device

North America

2.9

LATAM

1.4

West Europe

2.7

CEE

1.8

MEA

1.1

Asia-Pacific

1.4

Total

Ave Mobile connect
speed growth

Video Mobile
Data Traffic

Mobile Traffic per end-user
(pm)

64% to 77%

3.4GB to 12.7GB (30% CAGR)

60% to 79%

641MB to 3.7GB (42% CAGR)

61% to 80%

1.3GB to 6.6GB (38% CAGR)

60% to 79%

1.5GB to 8.1GB (39% CAGR)

52% to 76%

472MB to 4.6GB (57% CAGR)

60% to 78%

810MB to 5.2GB (45% CAGR)

1.5 or 12
3x 24% CAGR (6.8 to
billion total
60% to 78%
20.4 Mbps)
people

977MB to 5.7MB (42% CAGR)

1.8x or 13% CAGR
(25.2 Mbps)
3.3x or 27% CAGR
(12.4 Mbps)
2.5x or 20% CAGR
(28.5 Mbps)
2.9x or 24% (18.4
Mbps)
2.9x or 23% CAGR
(10.8 Mbps)
2.1x or 16% CAGR
(20.4 Mbps)

Source: CISCO VNI Global Mobile Data Traffic Forecast, 2016 to 2021 (Published February 2017)
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merging their tower portfolios with specialist tower infrastructure companies.“
In Asia, China, India and Indonesia are
all well represented in the league table,
with multiple private independent tower
companies operating in the region. IHS
Towers ensures Africa is on list. In fact,
the ownership structure of these companies could change in 2018 as Laura
Graves, Managing Director at TowerXchange, explains: “Given the robust
performance of the asset class across
the board, there is a growing appetite

Understanding the
ownership structure
Owned by TowerCo:
• Structure, typically with
capacity for four or five
tenants.
• Land parcel owned,
or long-term lease by
TowerCo.
• Generators are sometimes
owned by TowerCo.
Owned by Tenants:
• Antenna equipment.
• Tenants shelters, base
station equipment
and HVAC.
• Coaxial cable.

Tenant

Tenant
Tenant

Just looking at global connection speed
growth of 24% CAGR and mobile traffic
per month from 977MB to 5.7GB (42%
CAGR) will offer vast potential for telecom tower companies going forward.
Just scratching the surface on potential
‘next generation’ mobile network applications – the Internet of things, augmented reality, self-driving cars (and with
them you really don’t want buffering issues) – provides some idea of the potential demands on capacity.
To help address the massive network
demand growth, wireless carriers
and other customers within the mobile ecosystem are expected to utilize
incremental space on telecom towers while also growing the number of
sites they have within their respective
networks. Part of this entails the deployment of new spectrums and the
optimization (refarming) of existing
spectrum bands with the associated
equipment required to deploy them.

TowerCo
Tenant
Tenant

TowerCo

Source: American Tower

among global investors for telecom infrastructure companies. With such favorable market conditions, a number of
towercos have initiated the IPO processes, with a target listing date in 2018 [see
Table 4]. Such listings combined equal
an estimated USA$12-18bn of free float
market capitalization.”

Global Growth and
Demand For Mobile Data
Understanding the strong secular backdrop of growth in global mobile data is
the first step to understanding the sector and why it should be seriously considered by global institutional investors.
This growth (to 2021), as highlighted in
Table 2, is huge across all regions in the
world. In virtually every industry, mobility
is an emerging and potentially disruptive
trend. The number of connected devices
per capita, the average connection speed
growth, growing video usage and mobile
traffic per end user (per month) are all estimated to grow at startling rates.

Empirical data shows carriers can most
efficiently, both in terms of time and capital, achieve this by layering this on top
of their existing locations (masts), leading
to incremental revenue and cashflow for
the tower companies. Existing sites are
designed around these spectrum bands,
serve the existing customer base, include
fiber/microwave backhaul investments
and have requisite power and security
in place. Further, as mobile data usage
grows, networks must become denser,
so carriers are also expected to place
equipment on additional masts over time
where they may not already have equipment installed.
1800

2018 | ISSUE 02 | www.GLIO.org

network applications
provide some idea of the
potential demands on
capacity – the Internet
of things, augmented
reality, self-driving cars.
Importantly, the physics of signal propagation underlies the demand case for
towers, both today and in the future, given the need for a high point to propagate
signal over various spectrum bands in the
vast majority of topographies. Unless
these properties of physics are fundamentally altered (currently there are no indications of this), more equipment must be
located on towers in the future to meet
growing network usage, over and above
the available incremental spectrum, and
spectral efficiency improvements. The
bottom line is that by 2021, industry projections suggest that there will be nearly
12 billion mobile connected devices globally, which is approximately 1.5 device
per capita - an immense statistic.

Listed Telecom Towers
Investment Case
Telecom towers represent the fifth largest
sector in the GLIO infrastructure coverage
and are fundamental to any infrastructure allocation. Manoj Patel, Managing

Global Infrastructure, Telecom Infrastructure v Global Equities

Chart 1: Telecom towers vs. listed infrastructure
& general
equities
2002 to 2017
Total Returns
(US$)
1600

GLIO Telecom Infra

1400

GLIO Coverage
1200
MSCI Global Equities
1000

800

600

400

200

0
Dec-01

Dec-02

Dec-03

Source: GLIO & Reuters
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‘Next generation’ mobile

Dec-04

Dec-05

Dec-06

Dec-07

Dec-08

Dec-09

Dec-10

Dec-11

Dec-12

Dec-13

Dec-14

Dec-15

Dec-16

Dec-17

Table 3: Annualized total returns of global listed telecom infrastructure, as at December 29, 2017
Company

Country

FF Wght

Yield

Beta

2017

American Tower

USA

MC $mn FF MC $mn
61,185

56,902

46.0%

2.0%

0.75

37.7%

11.2% 15.3% 15.1% 18.5%

2016

3 Yrs

5 Yrs 7.5 Yrs

14.1%

17.6% 28.9%

7.9%

Crown Castle Intl

USA

45,101

36,531

29.6%

3.4%

0.49

32.9%

4.5% 16.7% 12.2% 17.9%

11.9%

15.9% 26.5%

8.3%

SBA Communications USA

-1.7% 13.8% 18.1% 23.3%

17.0%

22.1% 49.1%

6.8%

19,662

17,695

14.3%

0.0%

0.80

58.2%

Cellnex Telecom

Spain

5,940

3,623

2.9%

2.3%

-

56.8%

-20.3%

Uniti Group

USA

3,121

2,841

2.3% 13.5%

0.79

-21.1%

48.8%

Telesites SAB

Mexico

2,527

2,527

2.0%

0.0%

-

33.3%

INWIT

Italy

4,467

1,787

1.4%

2.4%

-

44.9%

-10.7%

EI Towers

Italy

1,816

1,089

0.9%

3.4%

0.84

16.3%

-14.0% 13.6% 24.4% 22.1%

RAI Way

Italy

1,658

580

0.5%

3.0%

0.91

46.5%

-21.6% 20.5%

145,475

123,575

100.0%

2.4%

0.76

Grand Total

10 Yrs 12.5 Yrs

5.5%

15 Yrs 17.5 Yrs

7.1%

AMT, CCI & SBA EBITDA Growth
Source: GLIO & Reuters (3, 5, 7.5, 10, 12.5 15 & 17.5 Years = annualized Total Returns) (All returns in Local Currency)
10 Years
8,000

Chart 2: Consistent Y-O-Y adjusted EBITDA growth
7,000

AMT (CAGR + 15%)

6,000

CCI (CAGR + 13%)
5,000

US$ Millions

Director at Deutsche Asset Management,
indicates the importance of the sector in
his infrastructure strategy: “We believe
telecom towers play a primary role in a
broader allocation to global infrastructure. Wireless communications have developed into integral part of the essential
framework of the global economy. This
will become even more vital going forward as future technologies emerge and
the listed tower companies are ideally
placed to take advantage of this.”

SBA (CAGR +21%)
4,000

3,000

2,000

1,000

When building a sensible allocation to
the sector, investors will also look for a
proven track-record in terms of shareholder return performance and management expertise. The access to the size,
expertise, diversification and global network exposure offered by the listed telecom companies is unparalleled. In simple
terms, it would take decades and $100s
billions to replicate the network that they
currently offer investors. Transparency,
liquidity, yield and cost efficiency bolster
the case.

-

2007

2008

2009

AMT, CCI & SBA AFFO Growth
2010
2011
10
Years 2012

2013

2014

2015

2016

Year

Source:
6,000 AMT, CCI & SBA

Chart 3: Consistent Y-O-Y adjusted AFFO growth
5,000
AMT (CAGR +16%)

4,000

US$ Millions

The long-term track-record of the large
US-based tower companies has been
more than impressive, as seen in Chart
1. and Table 3. Even ten-year annualized
total returns of the large caps, which include the time periods around the global
financial crisis, range between 12%17%. The periods around the GFC are
truly phenomenal, as tower companies
tended to materially outperform most
other sectors as seen in Chart 1. Underpinning the growth of share prices are
the underlying performance metrics of
Adjusted EBITDA and Adjusted Funds
from Operations (AFFO). Charts 2. and
3. show a consistent, stable and steady
growth across these two metrics for the
three major US tower companies.

CCI (CAGR 18%)

SBA (CAGR +23%)
3,000

2,000

1,000

-

2007

2008

2009

2010

2011

Source: AMT, CCI & SBA

2012

2013

2014

2015

2016

Year

Conclusion
Telecom Infrastructure is a fundamental
part of any global infrastructure allocation. It offers exposure to essential economic assets and services, and it leverages the exponential secular growth in
global wireless usage as a key driver of
demand. Looking forward, it seems likely
that the percentage of independent tower companies will grow both in the listed
and unlisted markets along similar lines
as we’ve seen in the USA over the past
>
15-20 years.

Industry projections
suggest that there will be
nearly 12 billion mobile
connected devices globally,
which is approximately
1.5 device per capita.
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GLIO sector breakdown as at December 29, 2017
Sector

MC $mn

MC Wght

FF MC $mn

FF Wght

Yield

Beta

INDUSTRY COMMENT

Electric Utilities

716,008

32.3%

631,560

34.2%

3.6%

0.58

......................................

Ground Freight

303,130

13.7%

281,352

15.2%

1.7%

1.14

Oil & Gas Distribution

287,781

13.0%

253,790

13.7%

4.5%

0.94

Multiutilities

163,773

7.4%

145,555

7.9%

5.2%

0.71
0.76

Telecom Infrastructure

145,475

6.6%

123,575

6.7%

2.4%

Ground Transportation

123,886

5.6%

97,843

5.3%

1.2%

0.88

Highways & Railways

113,388

5.1%

81,275

4.4%

3.8%

0.85

Airports

130,927

5.9%

67,339

3.6%

2.7%

0.79

94,994

4.3%

65,763

3.6%

2.6%

0.77

Gas Utilities
Water Utilities

74,264

3.3%

54,164

2.9%

2.9%

0.80

Marine Ports

33,559

1.5%

17,196

0.9%

3.6%

0.85

Satellites

16,561

0.7%

13,720

0.7%

7.5%

0.77

5,429

0.2%

4,995

0.3%

8.9%

0.75

Diversified
Environmental
Services & Equipment
Construction & Engineering
Grand Total

4,445

0.2%

4,445

0.2%

4.7%

0.79

5,745

0.3%

4,429

0.2%

1.5%

0.65

2,219,365

100.0%

1,847,002

100.0%

3.3%

0.79

Source: GLIO, Reuters

It seems likely that the percentage of independent
tower companies will grow both in the listed
and unlisted markets along similar lines as we’ve
seen in the USA over the past 15-20 years.

Dan Schlanger,
Crown Castle’s CFO
“We see a tremendous opportunity to capitalize
on the continued
rapid growth in
mobile data in the
USA, which in turn
drives demand for
our unique portfolio of shared communications
infrastructure. Carriers continue to
leverage tower and small-cell infrastructure to add critical capacity to
their networks as they keep pace
with mobile data growth, which is
doubling every couple of years. We
are excited about the long-term
opportunity to continue to deliver
compelling total returns for our
shareholders by generating significant growth and returning meaningful capital through dividends.”

Table 4: Global telecom infrastructure – potential IPOs
Company
China Tower Corp
IHS Towers

Towers

Locations

Status

Target EV

Free Float

1,900,000

China

H1 2018

$50bn

10-20%

23,382

Africa

H1 2018

$10bn up to 50%

Helios Towers

6,501

Africa

H1 2018

$2-3bn up to 50%

Eaton Towers

6,000

Africa

H1 2018

$2-3bn up to 50%

Arqiva

8,600

UK

Global Tower

10,211 Eastern Europe

Cancelled Q4 2017
status not clear
Cancelled but
could return

$8bn

25%

$500m

25%

Deutsche Funkturm
(DFMG)

27,000

Germany

Not announced

Unknown

Unknown

edotco

31,600

Asia

Rumoured

>$2bn

Unknown

122,920

India

Not announced

Unknown

Unknown

Indus Towers

Fraser HUGHES

...................................
f.hughes@glio.org

Source: TowerXchange

Looking at the performance of listed telecom infrastructure, it has provided sustainable, long-term growth fundamentals which have subsequently generated
impressive total shareholder returns for
an extended period. Tom Bartlett, Executive Vice President and CFO of American
Tower, sums up: “We are excited about
the long-term growth prospects for our
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global tower assets and are focused
on continuing to translate the secular
growth in wireless communications into
compelling, consistent total returns for
shareholders. Whether in Delhi, Sao Paulo or Boston, our communications infrastructure is optimally positioned to serve
as the backbone of today’s advanced
wireless networks.”

Laura GRAVES

...................................
Laura Graves heads up the EMEA region
for TowerXChange. She has over a decade
of research and marketing experience in
global infrastructure, renewable energy
& finance.
lgraves@towerxchange.com

GLIO Coverage
GLIO publishes a full performance breakdown of all 145 companies in the GLIO coverage. The extended coverage
also includes infrastructure investment companes and MLPs. The publication is circulated on the first business day
of every month, using close-of-business prices for the last trading day of the previous month. The report includes
latest dividend yield, Beta, plus short, mid and long-term annualized total returns for every company.
Sign up now if you wish to receive this publication. Contact f.hughes@glio.org.
GLIO Coverage: Top 45 by Free float market capitalization. Data as at December 29, 2017. All total returns annualized in Local Currency
1

Company Name

Country

Infrastructure Sector

Union Pacific

USA

Ground Freight

FF MC

FF % Wght

Yield

Beta

3 yrs

5 yrs

7.5 yrs

10 yrs

12.5 yrs

15 yrs

97,115

5.26%

1.98

1.03

6.5%

18.9%

22.3%

18.0%

20.7%

18.0%

2

NextEra Energy

USA

Electric Utilities

68,328

3.70%

2.52

0.64

17.0%

21.3%

20.7%

12.4%

14.8%

15.4%

3

Canadian National Rail

Canada

Ground Freight

61,676

3.34%

1.59

1.17

10.9%

20.0%

19.7%

18.1%

17.1%

18.1%

4

Enbridge

Canada

Oil & Gas Distribution

60,238

3.26%

5.46

0.78

-2.4%

6.4%

13.3%

13.2%

12.3%

14.5%

5

American Tower

USA

Telecom Infrastructure

56,902

3.08%

1.96

0.75

15.3%

15.1%

18.5%

14.1%

17.6%

28.9%

6

Duke Energy

USA

Electric Utilities

54,752

2.96%

4.23

0.50

4.6%

10.3%

12.8%

8.5%

9.0%

11.5%

7

Dominion Energy

USA

Electric Utilities

48,513

2.63%

3.80

0.46

5.7%

13.5%

14.7%

9.8%

10.8%

11.8%

8

Enel SpA

Italy

Electric Utilities

47,596

2.58%

3.80

1.00

15.8%

14.9%

10.6%

2.7%

4.6%

8.0%

9

Southern Co

USA

Electric Utilities

44,886

2.43%

4.82

0.36

4.0%

7.2%

10.0%

7.1%

7.6%

8.5%

10

Iberdrola

Spain

Electric Utilities

44,594

2.41%

4.23

0.73

9.0%

14.9%

10.3%

0.5%

6.3%

9.4%

11

TransCanada

Canada

Oil & Gas Distribution

42,850

2.32%

4.09

0.80

6.6%

9.7%

11.8%

8.5%

9.5%

11.2%

12

National Grid

UK

Multiutilities

39,963

2.16%

6.02

0.73

2.9%

9.6%

13.6%

7.2%

10.3%

10.7%

13

CSX

USA

Ground Freight

39,823

2.16%

1.45

1.36

17.4%

25.4%

19.9%

16.6%

20.1%

19.9%

14

Norfolk Southern

USA

Ground Freight

38,561

2.09%

1.68

1.26

12.5%

21.5%

17.2%

14.0%

15.8%

16.6%

15

East Japan Rail

Japan

Ground Transportation

37,641

2.04%

1.23

0.98

7.8%

16.1%

10.4%

3.5%

7.0%

5.8%

16

Central Japan Rail

Japan

Ground Transportation

36,903

2.00%

0.69

1.05

4.3%

24.5%

15.6%

8.9%

8.1%

7.9%

17

Crown Castle Intl

USA

Telecom Infrastructure

36,531

1.98%

3.42

0.49

16.7%

12.2%

17.9%

11.9%

15.9%

26.5%

18

American Elec Power

USA

Electric Utilities

33,655

1.82%

3.37

0.56

10.5%

15.8%

16.3%

9.3%

10.2%

11.6%

19

Kinder Morgan

USA

Oil & Gas Distribution

33,494

1.81%

2.77

0.77

-22.0%

-9.1%

-NA-

-NA-

-NA-

-NA-

20

Exelon Corp

USA

Electric Utilities

32,944

1.78%

3.32

0.54

5.9%

10.0%

5.0%

-3.0%

1.8%

6.8%

21

ENGIE SA

France

Multiutilities

31,858

1.72%

5.93

0.92

-3.6%

5.4%

0.4%

-3.4%

-NA-

-NA-

22

Canadian Pacific Rail

Canada

Ground Freight

26,577

1.44%

0.98

1.50

1.8%

18.9%

21.9%

15.2%

16.0%

15.8%

23

Sempra Energy

USA

Multiutilities

24,966

1.35%

3.08

0.74

1.5%

11.7%

15.1%

8.9%

11.1%

13.9%

24

Con Edison

USA

Electric Utilities

24,497

1.33%

3.25

0.44

12.9%

13.3%

14.0%

10.6%

9.8%

9.7%

25

PSE&G

USA

Electric Utilities

24,237

1.31%

3.34

0.65

11.7%

15.4%

11.3%

4.7%

8.4%

12.6%
15.0%

26

XCEL Energy

USA

Electric Utilities

22,718

1.23%

2.99

0.54

14.0%

16.6%

16.2%

12.3%

12.0%

27

Williams Co

USA

Oil & Gas Distribution

21,174

1.15%

3.94

1.09

-6.6%

4.0%

15.1%

4.5%

9.3%

22.8%

28

Transurban

Australia

Highways & Railways

21,170

1.15%

4.51

0.51

18.4%

21.3%

21.4%

12.6%

10.6%

13.9%

29

PPL Corp

USA

Multiutilities

19,816

1.07%

5.11

0.56

1.6%

7.8%

9.0%

0.1%

5.4%

8.9%

30

PG&E

USA

Electric Utilities

19,602

1.06%

-

0.59

-2.7%

5.8%

5.0%

4.3%

5.2%

11.6%

31

Edison Intl

USA

Electric Utilities

18,956

1.03%

3.83

0.60

1.7%

10.0%

12.9%

4.9%

6.7%

15.0%

32

WEC Energy

USA

Electric Utilities

18,658

1.01%

3.33

0.53

11.7%

16.4%

17.6%

14.2%

13.7%

15.1%

33

ONEOK

USA

Oil & Gas Distribution

18,445

1.00%

5.58

1.03

8.7%

12.7%

19.9%

15.4%

15.8%

17.8%

34

CLP Hldgs

Hong Kong Electric Utilities

18,346

0.99%

3.58

0.42

10.0%

8.4%

8.8%

8.4%

9.2%

11.2%

35

Pembina Pipeline

Canada

Oil & Gas Distribution

18,270

0.99%

4.75

0.94

7.6%

15.2%

19.4%

17.2%

17.4%

17.8%

36

SSE

UK

Electric Utilities

18,113

0.98%

6.99

0.66

-0.8%

4.6%

8.7%

3.7%

7.9%

10.4%

37

Eversource Energy

USA

Electric Utilities

17,819

0.96%

3.01

0.58

9.2%

13.8%

16.7%

11.0%

13.0%

13.8%

38

SBA Communications

USA

Telecom Infrastructure

17,695

0.96%

-

0.80

13.8%

18.1%

23.3%

17.0%

22.1%

49.1%

39

DTE Energy

USA

Electric Utilities

17,476

0.95%

3.22

0.53

11.9%

16.7%

16.7%

14.3%

11.8%

10.7%

40

Abertis Infraestructuras

Spain

Highways & Railways

17,207

0.93%

4.15

0.62

11.7%

16.8%

15.7%

7.3%

7.9%

12.6%

41

HK & China Gas

Hong Kong Gas Utilities

15,899

0.86%

2.08

0.75

6.5%

4.9%

8.0%

6.2%

9.7%

11.9%

42

Fortis

Canada

Electric Utilities

15,442

0.84%

3.69

0.25

9.7%

10.2%

11.3%

8.8%

11.1%

12.7%

43

Aena

Spain

Airports

14,915

0.81%

2.27

0.71

-NA-

-NA-

-NA-

-NA-

-NA-

-NA-

44

Atlantia

Italy

Highways & Railways

14,876

0.81%

4.18

0.75

15.3%

18.9%

14.9%

6.6%

7.0%

12.4%

45

American Water Works

USA

Water Utilities

14,688

0.80%

1.81

0.56

22.3%

22.4%

25.2%

-NA-

-NA-

-NA-
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GLIO Coverage - Country Breakdown
December 29, 2018

GLIO Coverage by Infrastructure Sub-Sector -
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USA
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Ground Transportation Services
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Italy
6%

Telecom Infrastructure
7%
Spain
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Ground Freight
14%
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7%

Japan
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Canada
11%

Oil & Gas Distribution
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Global
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GlobalEquities
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Global
Bonds
Global
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Infrastructure vv Global
&&
Global
Bonds
Year-on-Year
USDTotal
TotalReturns
Returns
Year-on-Year USD
50%

40%

30%

20%

TOTAL RETURN

10%

0%
2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017 YTD

-10%

DJ Brookfield
GLIO Global Coverage

-20%

FTSE Core
GPR Pure

-30%

MSCI Global Equities
JPM Global Bonds

-40%

-50%

Total Returns (US$)

YEAR

2017

2016

3 Years

5 Years

7.5 Years

10 Years

12.5 Years

15 Years

DJ Brookfield Global

15.67%

12.52%

3.67%

8.48%

12.44%

6.65%

9.50%

12.38%

17.5 Years
-NA-

FTSE Global Core 50/50

19.32%

11.76%

7.03%

10.24%

12.16%

-NA-

-NA-

-NA-

-NA-

FTSE Global Core

16.87%

13.08%

5.71%

10.47%

11.52%

7.04%

-NA-

-NA-

-NA-

GPR Pure

17.03%

11.96%

3.38%

8.30%

12.28%

7.01%

10.05%

14.91%

9.14%

GLIO Global Coverage

18.44%

12.00%

5.45%

10.77%

12.58%

6.64%

9.64%

12.21%

10.41%

Equities
FTSE Global Equities

24.38%

8.98%

10.04%

11.52%

12.02%

5.47%

7.98%

-NA-

-NA-

MSCI World Equities

23.07%

8.15%

9.88%

12.26%

12.70%

5.63%

7.70%

9.46%

4.94%

5.98%

1.57%

1.59%

0.16%

2.01%

2.89%

3.37%

4.15%

4.66%

17.5 Years

Bonds
JPM Global Bonds
Source: Reuters
3 Years

5 Years

7.5 Years

10 Years

12.5 Years

15 Years

DJ Brookfield Global

Sharpe Ratios

0.35

0.81

1.18

0.48

0.72

-NA-

-NA-

FTSE Global Core 50/50

0.74

1.04

1.24

-NA-

-NA-

-NA-

-NA-

FTSE Global Core

0.63

1.10

1.25

0.62

-NA-

-NA-

-NA-

GPR Pure

0.31

0.78

1.08

0.47

0.70

1.05

0.57

GLIO Global Coverage

0.59

1.12

1.25

0.53

0.80

1.04

0.87

Equities
FTSE Global Equities

0.97

1.17

0.94

0.32

0.51

-NA-

-NA-

MSCI World Equities

0.96

1.25

1.02

0.35

0.51

0.66

0.33

0.29

0.03

0.38

0.45

0.54

0.63

0.71

Bonds
JPM Global Bonds
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$69.4tn $3.7tn
Investment
needed by
2035*

Investment
required per
year to 2035

$2.2tn

Core
Infrastructure
Mkt Cap

16

Sectors

* Source: McKinsey Global Institute 2017

Education &
White Papers

Performance

Research &
Promotion

Infrastructure plays an increasing role in
investors portfolio allocations. 53% of
institutional investors plan to increase
their allocation to infrastructure over
the long term.* A balanced, blended
approach to infrastructure investment
provides
stable
income,
global
diversification and transparency within a
cost-effective framework.

GLIO publishes a common coverage
of listed infrastructure companies by
engaging with index providers and
global investors. This process has
enabled a clearer understanding of the
definitions of infrastructure and results
in a consensus selection of global listed
infrastructure corporates, infrastructure
investment companies and MLPs.

Timely information, investment research
and statistics, plus backing from the
major global banks within the GLIO
network, ensures investors have key
analytics at their fingertips to help
make investment decisions. Working
with the investment media enables
GLIO to convey the benefits of listed
infrastructure investment to a broad
global audience.

* 2017 Preqin Global Infrastructure Report
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Find more information on www.GLIO.org
and follow us on Linkedin

