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The case for Global
Listed Infrastructure
Portfolio resilience and growth potential

Global listed infrastructure companies have distinct investment
characteristics that we believe make the asset class a strong complement
to investor portfolios. The asset class may provide a unique combination
of defensive characteristics and long-term growth potential. We explore
listed infrastructure’s historically attractive risk-adjusted returns and
current relative valuation, as well as the secular investment themes driving
increased investment in the asset class and value creation for investors.
Key insights
Essential Assets Infrastructure companies own the
physical assets that provide essential services that underpin
society’s function and economic growth.
Portfolio Resilience Listed infrastructure has historically
delivered attractive income-driven total returns across
market cycles. The asset class may mitigate portfolio
downside risk.
Attractive Valuations Listed infrastructure is attractively
valued relative to equities and fixed income. Also, listed
infrastructure trades at a double-digit discount to the value
of similar assets in private markets.

Long-term Secular Tailwinds Investors may benefit
from listed infrastructure’s critical role in the world’s
decarbonisation initiatives and the digital economy’s
enablement.
A Strong Complement Listed infrastructure may
enhance portfolio diversification. We recommend that
investors consider funding listed infrastructure from an
allocation to global equities or from other real assets.

Essential assets
Global infrastructure provides the structures and systems
that are essential for society to function. It consists of
physical assets that are difficult to replace. Such assets
often benefit from monopolies and inelastic demand,
which are sources of their ability to provide stable cash

flows over long periods, which means listed infrastructure
is less affected by economic cycles than other investments.
Government regulation and oversight often limit
competition to global infrastructure providers.

Utilities

Midstream Energy

Communications

Transportation

Listed infrastructure companies own essential
long-duration assets, which typically have limited
competition and high barriers to entry.
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Portfolio resilience
Listed infrastructure provides the potential for predictable income and cash flow growth, often
guaranteed by long-lived contractual or regulated revenue streams for essential services. As a result,
listed infrastructure returns tend to be less sensitive to economic cycles. Listed infrastructure is a
resilient asset class that may provide attractive long-term growth and total return potential as well as
mitigate portfolio downside risk during market shocks.
Attractive risk-adjusted returns across cycles

Relatively stable and predictable cash flows

Listed infrastructure has historically provided attractive riskadjusted returns across market cycles outperforming global
equities with less volatility over the trailing 20-year period.

Listed infrastructure’s total return is supported by relatively
stable and predictable cash flows, which are less
economically sensitive than global equities and have grown
in excess of inflation over time.
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Source: Bloomberg Barclays Global Aggregate Bond Index, MSCI World Equity Index,
UBS Global Infrastructure & Utilities 50/50 Index, beginning March 1, 2015, the FTSE
Global Core Infrastructure 50/50 as of 06/30/2020.

Source: Global infrastructure universe is represented by CBRE Clarion Infrastructure
investable universe, MSCI AWCI Index and U.S. Consumer Price Index as of
12/31/2019. 2019 is preliminary.

Consistent income growth

Downside protection with upside potential

Listed infrastructure returns are driven by both price and
income appreciation. Over the last 20-years, income
growth has accounted for approximately 50% of listed
infrastructure’s total return.

Over the past 20-years, listed infrastructure has captured
only 65% of the global equity market downside while
capturing more than 80% of the market upside.
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Infrastructure & Utilities 50/50 Index, beginning March 1, 2015, the FTSE Global
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Attractive valuations
Trading at a discount to equities not seen since the GFC

Dividend yield spreads are well above average

Due to their stable cash flows and predictable nature of
their growth, listed infrastructure has historically traded at
a premium multiple relative to global equities. Currently,
listed infrastructure is trading at a 5% discount, well over
one standard deviation below its average, and levels not
seen since the 2008 global financial crisis. The 15% gap in
the current discount to the long-term average premium
offers investors a significant potential return tailwind to the
investment case.

Relative to corporate bonds, listed infrastructure is equally
discounted. Over the long-term, listed infrastructure’s
dividend yield has tended to be about 1.7% below
corporate bond yields. Today, listed infrastructure is
offering a dividend yield premium to corporate bonds, a
rare occurrence. We believe this is particularly compelling
when you consider that listed infrastructure companies’
have historically delivered dividend growth at a compound
average growth rate of 7%1, as compared to the fixed
coupon rates of corporate bonds.
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Discounted relative to private market values

Listed vs. Private Infrastructure Market Multiples Average

Relative to their underlying assets, listed infrastructure is
also trading at a sizeable discount. We estimate listed
infrastructure trades a 20% discount to the value of similar
private market assets. We tracked more than 75 deals
where private market participants acquired core
infrastructure assets. We find that the average EV/EBITDA
multiple paid by private buyers has been nearly 14.4x. By
comparison, the listed infrastructure market traded at an
average 11.8x multiple over the same time. Interaction with
our private market colleagues confirms that private market
multiples have remained firm during the COVID-19 crisis.

Listed infrastructure is trading at a discount
relative to equities and bonds, as well as the
private market value of similar assets.

Valuation
Gap

14.4x

11.8x

Listed Market Multiple

Private Market Deal Multiple

Source: CBRE Clarion as of December 2019. Comparison of average EV/EBIDTA
Multiples on 88 private infrastructure market transactions from 01/01/2016 through
12/31/2019 vs. listed infrastructure market multiples over the same period.

CBRE Clarion investable universe as of 12/31/2019.
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Long-term secular tailwinds
Capital investment in underlying assets that earn a contractual or regulated rate of return drives the growth potential of
listed infrastructure. Investors may benefit from the consistent organic cash flows earned on investments to enhance and
repair aging assets to maintain their baseline level of service and safety. Also, we believe listed infrastructure to be one of
the best-positioned asset classes to benefit from the long-term secular trends tied to global decarbonisation initiatives and
the rise of the digital economy.
Critical role in decarbonisation initiatives
Political pressure to decarbonise continues to mount in
industrialised countries and curbing the greenhouse effect
has become a decisive factor for energy policies worldwide.
Infrastructure companies across each sector are playing a
role in reducing carbon emissions that affect long-term
change through critical investments in the replacement of
existing aging infrastructure and the development of new,
sustainable infrastructure. For investors navigating recent
market volatility and the prospect of a downturn in
traditional assets, investing in listed infrastructure strategies
offers both protection from equity market performance,
and the chance to not only invest in sustainability-oriented
companies but to help catalyse the decarbonisation
process. Investment in sustainable assets at returns in
excess of their cost of capital drives future growth potential
in earnings and dividends for listed infrastructure
companies.
The backbone of the digital economy
The coronavirus is reshaping the way society lives and
works. The wide-scale digital adoption by individuals and
across industries will outlast the pandemic, well after global
quarantines and stay-at-home orders are lifted. The further
growth of mobile data and cloud-computing traffic and
the development of new technologies only accelerate the
structural need for enhanced communications
infrastructure. As digitisation increases, investors may
benefit from growing demand for critical assets owned by
listed infrastructure companies, enabling interconnectivity
and driving the growth of the digital economy.
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A strong complement
We believe that listed infrastructure is a strong complement to investor’s portfolios. Listed infrastructure may enhance
portfolio diversification and income growth potential while mitigating downside risk. We recommend that investors
consider funding an allocation to listed infrastructure from global equities or other real assets.
Real Assets As a component of an allocation to real assets, listed infrastructure may enhance inflation linkage and
income growth potential while reducing economic sensitivity and commodity price risk. Use listed infrastructure as a
standalone allocation or a complement to a real estate or private infrastructure investment.
Global Equities A listed infrastructure portfolio has limited overlap with a typical global equity investment. Adding listed
infrastructure to a global equity allocation may enhance current income, reduce portfolio volatility, and provide downside
protection.
Regardless of the source for the implementation, listed infrastructure provides investors with the potential for attractive
risk-adjusted returns supported by its consistent cash flows and rising secular demand for essential services.
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About CBRE Clarion Securities
CBRE Clarion Securities is the listed equity management arm of CBRE Global Investors, a global real asset investment firm
sponsoring investment programs across real estate, infrastructure, and private equity. CBRE Clarion manages client
portfolios with a focus on generating attractive risk-adjusted returns through a total return and income focused strategies.
Headquartered near Philadelphia, Pennsylvania, the firm has staff in offices in the United States, United Kingdom, Hong
Kong, Japan, and Australia.
The global transfer of ideas, in-depth local market research, and market intelligence distinguishes CBRE Clarion. Our team
of dedicated listed real asset investment professionals draws upon the research and resources of CBRE’s global
organisation. Our global perspective and local infrastructure and real estate market insight combined with our disciplined
investment approach, enhance our teams’ ability to underwrite risks and capitalise on potential opportunities.
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