
 

 

 
  

 
Top 10 Holdings2 Sector % 
National Grid PLC Transmission and Distribution 3.1 
Enbridge Inc Energy Infrastructure 3.1 
TransCanada Corp Energy Infrastructure 3.1 
Aena SA Airports 3.0 
Transurban Group Toll Roads 3.0 
Abertis Infraestructuras Toll Roads 3.0 
Atlantia SpA Toll Roads 3.0 
Aeroports De Paris Airports 3.0 
Power Assets Holdings Integrated Power 2.9 
Snam Rete Gas SpA Gas Utilities 2.5 
 TOTAL: 29.7 

 
USD 5 Year Risk Measures4 Against Benchmark5 Against Global 

Equities 

Upside Capture 1.1 0.7 

Downside Capture 0.9 0.4 

Beta 0.9 0.6 

Correlation 0.9 0.5 
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Sector Exposure2 

 
 

Geographical Exposure2 
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Cumulative Performance3 3 Months (%) 1 Year (%) 3 Years (% p.a.) 5 Years (% p.a.) Since Inception 
(% p.a.) 

Composite (Gross) -4.4 6.9 8.3 9.2 11.2 
Composite (Net) -4.5 6.2 7.5 8.4 10.4 
Global Infrastructure Benchmark -5.7 4.2 3.5 6.1 7.2 
Excess (Gross) 1.3 2.7 4.8 3.1 4.0 
MSCI World NTR Index -1.3 13.6 8.0 9.7 11.2 

 
 

Annual Performance3 CYTD (%) 2017 2016 2015 2014 2013 2012# 
Composite (Gross) -4.4 21.2 7.2 -0.1 17.4 14.0 16.4 
Composite (Net) -4.5 20.4 6.5 -0.8 16.6 13.2 15.6 
Global Infrastructure Benchmark -5.7 19.1 11.4 -12.2 14.1 14.4 7.0 
Excess (Gross) 1.3 2.1 -4.2 12.1 3.3 -0.4 9.4 
MSCI World NTR Index -1.3 22.4 7.5 -0.9 4.9 26.7 13.0 

 

Portfolio Manager Strategy Inception Date Total Strategy Assets Total Infrastructure Assets1 
Gerald Stack 18 January 2012 USD $4,324.1 million USD $7,858.7 million 

 
  

Objective Approach 
  

Capital preservation in adverse markets Diversified rules-based portfolio applying our proprietary infrastructure 
classification 

Pre-fee return of CPI plus 5%p.a. through the economic cycle Highly defensive, inflation-linked exposure 

 Benchmark unaware 

   

 



1 Comprised of all Infrastructure Strategies.  
2 The data is based on a representative portfolio for the strategy. Refer to the GIPS Disclosure below for further information. Sectors are internally defined. Geographical exposure is by domicile of listing.  
3 Returns are for the Core Infrastructure Composite and denoted in USD. Performance would vary if returns were denominated in a currency other than USD. Refer to the GIPS Disclosure section below 
for further information. Composite (Net) returns are net of fees charged to clients and have been reduced by the amount of the highest fee charged to any client employing that strategy during the 
period under consideration. Actual fees may vary depending on, among other things, the applicable fee schedule and portfolio size. Fees are available upon request. 
4 Risk measures are for the Core Infrastructure Composite before fees. The Global Equity Index is the MSCI World NTR Index. 
5 The Benchmark or Global Infrastructure benchmark is comprised of the following: from inception to 31 December 2014 the benchmark is UBS Developed Infrastructure & Utilities NTR Index and from 1 
January 2015 onwards, the benchmark is the S&P Global Infrastructure NTR Index. Note: the UBS Developed Infrastructure and Utilities NTR Index ceased to be published from 31 May 2015, replaced on 
1 January 2015 with the S&P Global Infrastructure Index NTR. 
* Returns are only for part year. 

 

IMPORTANT NOTICE 
This material is being furnished to you to provide summary information regarding Magellan Asset Management Limited 'doing business as'/'trading as' MFG Asset Management ('MFG Asset 
Management') and an investment fund or investment strategy managed by MFG Asset Management ('Strategy'). No distribution of this material will be made in any jurisdiction where such 
distribution is not authorised or is unlawful. This material is not intended to constitute advertising or advice of any kind and you should not construe the contents of this material as legal, 
tax, investment or other advice.  
The investment program of the Strategy presented herein is speculative and may involve a high degree of risk. The Strategy is not intended as a complete investment program and is 
suitable only for sophisticated investors who can bear the risk of loss. The Strategy may lack diversification, which can increase the risk of loss to investors. The Strategy's performance 
may be volatile. The past performance of the Strategy is not necessarily indicative of future results and no person guarantees the performance of the Strategy or the amount or timing of 
any return from it. There can be no assurance that the Strategy will achieve any targeted returns, that asset allocations will be met or that the Strategy will be able to implement its 
investment Strategy or achieve its investment objective. The management fees, incentive fees and allocation and other expenses of the Strategy will reduce trading profits, if any, or 
increase losses. The Strategy will have limited liquidity, no secondary market for interests in the Strategy is expected to develop and there are restrictions on an investor's ability to 
withdraw and transfer interests in the Strategy. In making an investment decision, you must rely on your own examination of any offering documents relating to the Strategy.  
No representation or warranty, express or implied, is made with respect to the correctness, accuracy, reasonableness or completeness of any of the information contained in this material. 
This information is subject to change at any time and no person has any responsibility to update any of the information provided in this material. MFG Asset Management will not be 
responsible or liable for any losses, whether direct, indirect or consequential, including loss of profits, damages, costs, claims or expenses, relating to or arising from your use or reliance 
upon any part of the information contained in this material including trading losses, loss of opportunity or incidental or punitive damages.  
This material is strictly confidential and is being provided to you solely for your information and must not be copied, reproduced, published, distributed, disclosed or passed to any other 
person at any time without the prior written consent of MFG Asset Management. Any trademarks, logos, and service marks contained herein may be the registered and unregistered 
trademarks of their respective owners. Nothing contained herein should be construed as granting by implication, or otherwise, any licence or right to use any trademark displayed without 
the written permission of the owner. 
United Kingdom - This material does not constitute an offer or inducement to engage in an investment activity under the provisions of the Financial Services and Markets Act 2000 (FSMA). 
This material does not form part of any offer or invitation to purchase, sell or subscribe for, or any solicitation of any such offer to purchase, sell or subscribe for, any shares, units or 
other type of investment product or service. This material or any part of it, or the fact of its distribution, is for background purposes only. This material has not been approved by a person 
authorised under the FSMA and its distribution in the United Kingdom and is only being made to persons in circumstances that will not constitute a financial promotion for the purposes of 
section 21 of the FSMA as a result of an exemption contained in the FSMA 2000 (Financial Promotion) Order 2005 as set out below. This material is exempt from the restrictions in the 
FSMA as it is to be strictly communicated only to 'investment professionals' as defined in Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 
(FPO).  
United States of America - This material is not intended as an offer or solicitation for the purchase or sale of any securities, financial instrument or product or to provide financial services. 
It is not the intention of MFG Asset Management to create legal relations on the basis of information provided herein. Where performance figures are shown net of fees charged to clients, 
the performance has been reduced by the amount of the highest fee charged to any client employing that particular strategy during the period under consideration. Actual fees may vary 
depending on, among other things, the applicable fee schedule and portfolio size. Fees are available upon request and also may be found in Part II of MFG Asset Management's Form 
ADV. 
The Global Infrastructure Benchmark is comprised of the following: from inception to 31 December 2014 the benchmark is UBS Developed Infrastructure & Utilities Index Net Total 
Return and from 1 January 2015 the benchmark is S&P Global Infrastructure Net Total Return Index. The benchmark changed because UBS discontinued their index series. 
The UBS Developed Infrastructure & Utilities Index Net Total Return is a market capitalisation weighted index that is designed to measure the equity performance of listed Infrastructure 
and Utility stocks.  Index results assume the reinvestment of all distributions of capital gain and net investment income using a tax rate applicable to non-resident institutional investors 
who do not benefit from double taxation treaties.   
The S&P Global Infrastructure Net Total Return Index is a market capitalisation weighted index that is designed to track 75 companies from around the world diversified across three 
infrastructure sectors energy, transportation and utilities.  Index results assume the reinvestment of all distributions of capital gain and net investment income using a tax rate applicable 
to non-resident institutional investors who do not benefit from double taxation treaties.  
 
GLOBAL INVESTMENT PERFORMANCE STANDARDS (GIPS®) DISCLOSURE 
Magellan Asset Management Limited, doing business as MFG Asset Management in jurisdictions outside Australia and New Zealand, (MFG Asset Management) claims compliance with the 
Global Investment Performance Standards (GIPS ®) 
For the purpose of complying with GIPS, the Firm is defined as all discretionary portfolios managed by MFG Asset Management. 
The Global Core Infrastructure composite is a global strategy investing in strictly defined or "pure" infrastructure companies (typically 80-120). The filtered investment universe is 
comprised of stocks that 1. generate reliable income streams, 2. benefit from inflation protection and have an appropriate capital structure. The investment objective of the strategy is to 
minimise the risk of permanent capital loss; and achieve superior risk adjusted investment returns over the medium to long-term. The composite was created in February 2012. 
To achieve investment objectives, the composite may also use derivative financial instruments including, but not limited to, options, swaps, futures and forwards. Derivatives are subject 
to the risk of changes in the market price of the underlying securities instruments, and the risk of the loss due to changes in interest rates. The use of certain derivatives may have a 
leveraging effect, which may increase the volatility of the composite and may reduce its returns. 
A list of composites and descriptions, as well as policies for valuing investments, calculating performance, and preparing compliant presentations are available upon request by emailing 
client.reporting@magellangroup.com.au 
The representative portfolio is an account in the composite that closely reflects the portfolio management style of the strategy. Performance is not a consideration in the selection of the 
representative portfolio. The characteristics of the representative portfolio may differ from those of the composite and of the other accounts in the composite. Information regarding the 
representative portfolio and the other accounts in the composite is available upon request.                                                                                                                  COREUSD43190 
 

 



Market Commentary 

Global infrastructure and utility stocks fell over the March 
quarter for the first time in five quarters, in a decline that 
exceeded the fall in global equities in US-dollar terms, after 
prospects of faster inflation in the US boosted US bond yields 
and reduced the appeal of stocks considered by some to be 
bond proxies. Utilities were the sixth worst performing of the 
11 industry classifications within the MSCI World Index in US-
dollar terms over the quarter. 

US bond yields, the benchmarks for global credit markets, 
surged to four-year highs after a report in February showed 
that average hourly earnings for US private sector workers 
rose 2.9% in January from a year ago, the fastest rise since 
2009. The news boosted concerns the US fiscal stimulus in 
the form of corporate tax cuts and extra spending would 
prompt the Federal Reserve to raise the cash rate more than 
three times in 2018. In March, the Fed raised the US cash 
rate by 25 basis points to between 1.5% and 1.75%, its 
highest range since the global financial crisis began. Over the 
quarter, US two-year government bond yields rose 39 basis 
points to 2.27% while 10-year government bond yields 
jumped 33 basis points to 2.74%. 

Global stocks fell for the first quarter in eight in the March 
quarter after US President Donald Trump imposed import 
restrictions that could lead to trade wars (especially with 
China), concerns mounted that US inflation might accelerate 
enough to prompt the Federal Reserve to tighten monetary 
policy more than expected, worries gripped that regulators 
would crack down on US technology companies, populists did 
well in Italy's election, and China's economy showed signs of 
slowing. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Strategy Commentary 

The strategy recorded a negative return over the three 
months. At a stock level on a contributions basis, the lagging 
stocks included investments in Dominion Energy of the US, 
Enbridge of Canada and TransCanada. Share price declines of 
16% for Dominion, 17% for Enbridge and 12% for 
TransCanada were prompted by a revised policy statement 
from the Federal Energy Regulatory Commission regarding tax 
treatment for master limited partnerships. The FERC 
announced that the tax-friendly corporate structure popular 
with pipeline firms would no longer be able to recover an 
income tax allowance in certain pipeline service contracts.   

The best-performing stocks on a contributions basis included 
the investments in Aeroports de Paris, Power Assets of Hong 
Kong and Getlink. Aeroports de Paris added 12% on higher 
traffic numbers – fiscal year traffic, for instance, rose a 
higher-than-expected 4.5% – and after a bill was drafted for 
cabinet to enable the government to reduce its stake in the 
airport operator. Power Assets gained 6% after the company 
controlled by Li Ka-shing reported a higher-than-expected 
30% jump in 2017 earnings and announced its third special 
dividend in a little over 12 months. Getlink surged 8.3% after 
the operator of the Eurotunnel announced a deal whereby a 
GE STATCOM, which stabilises power supply, will enable the 
company to double tunnel traffic when the project is 
completed in 2019. 

Movements in stocks are in local currency terms. 

  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Topic in Focus - Eight benefits of listed over 
unlisted infrastructure 

Investors who recognise the benefits of holding global 
infrastructure may choose the assets in listed or unlisted 
form. While the benefits of unlisted infrastructure are often 
argued, this document highlights eight benefits of listed 
infrastructure. It is a universe of more than 350 companies’ 
worth over US$4 trillion at prevailing market prices. The 
ownership structure does not change the characteristics of the 
underlying infrastructure assets (such as stable and reliable 
real returns and income over the business cycle). 

1. Access to some of the world’s best infrastructure 

If investors want to own holdings in some of the world’s best 
infrastructure assets, they are forced to turn to listed markets. 
Paris’s Charles de Gaulle international airport, Melbourne’s 
CityLink, and the high-voltage electricity transmission network 
in England and Wales, for example, are owned by listed 
infrastructure companies. Investors have been well rewarded 
as these companies have achieved rising returns on equity 
and higher earnings per share. 

2. An ability to invest quickly 

The liquid nature of listed infrastructure enables investors to 
achieve their desired strategic allocation in relatively short 
order. We estimate that an investor can deploy US$500 
million in listed infrastructure assets within a number of 
weeks, while it can take investors in unlisted infrastructure a 
number of years to invest a similar amount. 

3. Diversification across sectors and regions 

Listed infrastructure companies own and operate assets 
located around the world (developed and emerging countries) 
and across the spectrum of infrastructure subsectors 
(including utilities, transport and social). This compares with 
the unlisted world where funds typically hold a concentrated 
portfolio of between five and 15 assets. 

More recently, about 50% of completed infrastructure deals 
were focused on renewable energy assets, resulting in most 
unlisted infrastructure funds having a bias to one sector. 
Achieving portfolio diversification can be challenging with an 
unlisted-only approach. 

4. An ability to tilt across regions and sectors 

Once investors have built a well-diversified portfolio, they can 
readily adjust holdings across sectors and regions to take 
advantage of different pricing conditions across markets. This 
ability can enhance the risk-return profiles of portfolios. 

Unlisted infrastructure funds are generally unable to make 
medium-term tilts across regions and sectors during the life of 
the fund to take advantage of pricing opportunities. 

 

 

 

5. Live prices reduce illusionary risk reduction 

The intrinsic value of any long-dated asset is a function of its 
future cash flows and associated risks. Because of the 
predictability of their cash flows, the intrinsic valuations of 
infrastructure assets tend to be stable over time. Despite this, 
stock prices fluctuate above and below this intrinsic value, 
presenting the opportunity to achieve superior risk-adjusted 
returns. 

The more infrequently asset valuation takes place, the less 
accurate the accounting value of an asset is likely to be. 
Assets in unlisted infrastructure are usually less-frequently 
valued. For some funds, the liquidity mismatch created by 
offering members the ability to transact (often daily) more 
regularly than the assets are valued increases the risk of 
prices being misrepresented to investors.  

6. More mispricing opportunities 

The nature of listed markets provides skilled investors with 
the opportunity to purchase assets at a material discount to 
their intrinsic value or to sell them at material premiums. In 
recent years, the demand-and-supply dynamics for private-
market infrastructure has shifted such that many of these 
assets have been acquired at valuation premiums to their 
publicly traded alternatives. 

UK utilities valuation differences, for example have been 
pronounced. Despite the country’s sophisticated regulatory 
regime that permits utilities to earn a set, fair return on their 
regulated asset base (which can be thought of as net tangible 
assets), and regardless of ownership, valuation premiums 
have persisted over the past decade. However, private-market 
transaction valuations have exceeded the trading multiples of 
listed equivalent by between 20% and 50% to the underlying 
net tangible assets.  

These mispricing opportunities are also available within global 
airports, with transaction multiples in the unlisted market well 
ahead of what investors are paying for similar cash flow 
streams in the listed market. 

7. Transparency of assets from the outset 

In listed securities, investors are well informed and aware of 
the likely assets that will form part of a listed infrastructure 
portfolio. This contrasts with private infrastructure funds that 
can often involve a ‘blind commitment’ to a fund that may, at 
the end of the investment period, hold lower-quality non-core 
assets than promised at the outset. 

8. No forced asset sales 

Another factor in favour of listed securities is that there are no 
forced asset sales. The closed-ended nature of private 
infrastructure funds can result in redeeming assets at sub-
optimal market conditions. The open-ended nature of listed 
assets means exposure can be held indefinitely. 

 

 


