
Market Review
Global Listed Infrastructure proved resilient during September 
against a backdrop of geopolitical tensions and softening 
economic data. The FTSE Global Core Infrastructure 50/50 index 
gained +1.8%, while the MSCI World index^ ended the month 
+2.1% higher. 

The best performing infrastructure sectors were Electric Utilities 
(+4%) and Multi-Utilities (+4%). Ongoing uncertainty over global 
trade and Brexit; an attack on Saudi Arabia’s oil processing 
facilities; and the initiation of an impeachment investigation into 
US President Donald Trump drove demand for defensive assets. 
A mid-month 25 basis point interest rate cut by the US Federal 
Reserve provided additional support. The worst performing 
sector was Towers (-3%), which gave up ground following several 
months of strong returns on concerns that near term growth 
rates could slow as a result of the proposed merger between 
US telecom companies T-Mobile and Sprint (both large tower 
customers). 

The best performing infrastructure regions were Latin America 
(+5%), which rallied on a brightening domestic economic 
outlook; and Japan (+3%), whose infrastructure stocks continue 
to trade at appealing levels relative to global peers. The worst 
performing region was Australia / NZ (-2%), where airport 
stocks lagged as investors noted softening domestic passenger 
volumes and full valuation multiples.

Fund Performance
The portfolio returned +1.4%1 in September, 41 basis points 
behind the FTSE Global Core Infrastructure 50/50 Index (USD, 
Net TR).

All stock and sector performance data expressed in local currency terms. Source: Bloomberg. ^MSCI World Net Total Return Index, USD. 1 Source: First State Investments & Bloomberg,  
the First State Global Listed Infrastructure’s cumulative return over one month, data as of 30 September 2019. Performance is based on First State Global Listed Infrastructure Fund Class I 
(USD – H Dist), net of fees, expressed in USD.
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–	The Fund invests primarily in global listed infrastructure and infrastructure-related equity and equity related securities worldwide. Investments in infrastructure 
projects may involve risks including projects not being completed on time and within budget, changes in environment laws and regulations.

– 	The Fund’s investments may be concentrated in a single and limited/specialist sector or in fast growing economies which may have higher volatility or greater loss 
of capital than more diversified portfolios. 

– 	Small/ mid-capitalisation securities may have lower liquidity and their prices are more volatile to adverse economic developments. 
–	The Fund may use FDIs for hedging and efficient portfolio management purposes, which may subject the Fund to additional liquidity, valuation, counterparty and 

over the counter transaction risks
–	For certain share classes, the Fund may at its discretion pay dividend out of capital or pay fees and expenses out of capital to increase distributable income and 

effectively a distribution out of capital. This amounts to a return or withdrawal of your original investment or from any capital gains attributable to that, and may 
result in an immediate decrease of NAV per share.

–	It is possible that a part or entire value of your investment could be lost. You should not base your investment decision solely on this document. Please read the 
offering document including risk factors for details.
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The best performing stock in the portfolio was Japanese gas 
utility Osaka Gas (+10%) which rallied on growing confidence for 
the company’s prospects within a de-regulated environment. 
Kansai Electric Power Company, which has competed fiercely for 
Osaka Gas customers, recently announced it intended to shift 
its focus from growth to profitability. Competition to Osaka Gas’ 
core business is anticipated to ease as a result. Tokyo Gas (+3%) 
also rallied as it has been affected by similar concerns.

East Japan Railway (+3%) and West Japan Railway (+3%) 
outperformed in turbulent markets. These stable growth, cash 
generative companies operate highly efficient, quasi-monopoly 
passenger rail networks. Both are trading at undemanding 
valuation multiples, with under-appreciated potential to benefit 
from Tokyo property development (JR East) and rising inbound 
tourist numbers (JR West).

The portfolio’s US electric and multi-utility holdings ended 
the month higher, with CenterPoint Energy (+9%), Eversource 
Energy (+7%) and NextEra Energy (+6%) among the best 
performers. These stocks have material growth opportunities 
to renew generation assets, as solar and wind replace coal-fired 
power stations; expand transmission lines; and replace ageing 
distribution networks. Regulated US utilities generally earn an 
allowed return on their assets (rate base) so capital investment 
leads directly to medium term earnings growth. Regulators 
remain supportive of this investment, as cheap input costs have 
enabled utilities to spend without raising customers’ bills.

North American pipeline operators recovered during 
September. Cheniere Energy (+6%) gained as investors focused 
on the company’s ability to drive substantial free cash flow 
growth by exporting Liquefied Natural Gas from the US into 
global markets. This growth is expected to enable the company 



Cumulative Performance in USD (%) 2

3 mths YTD 1yr 3yrs 5yrs
Since 

inception
Class I  
(USD - H Dist) 3.0 21.2 18.5 25.6 41.6 89.1

Benchmark* 2.3 20.7 17.5 32.1 48.0 92.5

Calendar Year Performance in USD (%) 2

2018 2017 2016 2015 2014

Class I  
(USD - H Dist) -8.3 17.2 11.7 -5.7 12.3

Benchmark* -4.0 18.4 11.3 -6.0 13.6

Asset Allocation (%) 2

Country

Sector

USA 53.9 
Canada 7.4 
Japan 7.4
UK 5.5
Australia 5.0 
France 5.0
China 4.5 
Spain 2.8
Italy 2.3
Mexico 2.3 
Other 2.2 
Liquidity 1.5

Electric Utilities 23.7
Multi-Utilities 14.1
Oil/Gas Storage & Trans. 12.3
Highways/Railtracks 11.7
Railroads 10.4
Gas Utilities 8.3
Specialised REITs 8.1
Construction & Engineering 4.2
Airport Services 3.3
Marine Ports & Services 1.2
Other 1.1
Liquidity 1.5

Top 10 holdings (%) 2

Stock name Sector %

Nextera Energy Inc	 (Electric Utilities)	 5.7

Dominion Energy Inc COM 	 (Multi-Utilities)	 5.3

Transurban	 (Highways/Railtracks)	 5.0

Williams Companies, Inc. 	 (Oil/Gas Storage & Trans.)	 4.2

American Electric Power Company, Inc.	 (Electric Utilities)	 3.5

East Japan Railway Co	 (Railroads)	 3.4

Crown Castle International Corp	 (Specialised REITs)	 3.3

Union Pacific Corporation	 (Railroads)	 3.3

CenterPoint Energy, Inc.	 (Multi-Utilities)	 3.3

TC Energy Corp COM	 (Oil/Gas Storage & Trans.)	 2.9

to expand its business footprint and continue to strengthen 
its balance sheet; whilst implementing its recently-announced 
share buyback program. Canada’s Enbridge Inc (+4%), rose as the 
market shrugged off recent news of regulatory and permitting 
delays to some of its pipeline projects and focused on its unique 

collection of valuable, long life energy infrastructure assets - 
including the world’s longest crude oil and liquids transportation 
system. US peer Williams (+4%) also gained as stock purchases 
by its management team in August added credence to the view 
that the company remains on track to achieve its long term 
forecast EBITDA growth rate of between 5% and 7% per annum.

The worst performing stock in the portfolio was Chinese gas 
utility ENN Energy (-9%), which underperformed after the 
company’s chairman and controlling shareholder transferred 
his 33% stake of the firm into clean energy company ENN 
Ecological. The move could provide ENN Energy with easier 
access to cheap natural gas. However it also allows the chairman 
to realise profits on his ENN Energy holding; and serves as a 
reminder of the governance risks associated with this company.  
Jiangsu Expressway (-4%) also underperformed, despite 
achieving strong traffic growth (+12% and +22% year-on-year 
in the previous two months); and confirming it has seen no 
significant impact from the long running trade dispute between 
the US and China.

Tower stocks SBA Communications (-8%), American Tower (-4%) 
and Crown Castle (-3%) also lagged in September on concerns 
for near term earnings growth. The longer term structural 
growth story of mobile data demand driving long term earnings 
growth for the sector remains intact.

Fund Activity
The Fund initiated positions in Central Japan Railway, CLP 
Holdings and Eiffage. Passenger rail company Central Japan 
Railway operates bullet train (shinkansen) lines connecting the 
densely populated cities of Tokyo, Nagoya and Osaka. Concerns 
for project cost overruns related to the company’s expensive and 
technologically complex maglev project have long represented 
a key overhang to this stock. After a sustained period of share 
price underperformance the company is now trading at levels 
which we believe more than reflect the associated risks.

Hong Kong-listed electric utility CLP Holdings generates, 
transmits and distributes electricity in Hong Kong, Australia, 
China and India. Around 60% of its profits are derived from 
Hong Kong, where it will earn a contracted 8% Return on Assets 
until 2033. Regulatory headwinds and competitive pressure 
faced by its Australian business (approximately 20% of profits) 
have seen the stock significantly underperform peers during the 
last 6 months. We believe that Australia’s challenging operating 
environment is now fully reflected in the company’s share price, 
and that the market is substantially undervaluing the company’s 
core Hong Kong franchise.

Eiffage is a French-listed infrastructure concession and 
construction company with stakes in high quality French toll 
roads like APRR and Channel Tunnel operator Getlink; and 
a growing presence in the French airport sector. Following 
the successful example of larger peer (and existing portfolio 
holding) Vinci, concessions are becoming a more important 
part of Eiffage. We expect this will reduce earnings risk and 
volatility, driving a material expansion of the company’s valuation 
multiples.

First State Global Listed Infrastructure Fund

2 Source: Lipper & First State Investments, Nav-Nav (USD total return) as at 30 September 2019. Allocation percentage is rounded to the nearest one decimal place and the total allocation 
percentage may not add up to 100%. Fund inception date: 27 June 2008. Performance is based on First State Global Listed Infrastructure Fund Class I (USD – H Dist). This is the semi-annually 
dividend distribution class of the Fund. The performance quoted are based on USD total return (with dividend reinvested). Dividends are not guaranteed and may be paid out of capital.  
* FTSE Global Core Infrastructure 50/50 Index 



Important Information

Investment involves risks, past performance is not a guide to future performance. Refer to the offering documents of the respective funds for 
details, including risk factors. The information contained within this document has been obtained from sources that First State Investments 
(“FSI”) believes to be reliable and accurate at the time of issue but no representation or warranty, expressed or implied, is made as to the fairness, 
accuracy or completeness of the information. Neither FSI, nor any of its associates, nor any director, officer or employee accepts any liability 
whatsoever for any loss arising directly or indirectly from any use of this. It does not constitute investment advice and should not be used as the 
basis of any investment decision, nor should it be treated as a recommendation for any investment. The information in this document may not be 
edited and/or reproduced in whole or in part without the prior consent of FSI. 

This document is issued by First State Investments (Hong Kong) Limited and has not been reviewed by the Securities and Futures Commission 
in Hong Kong. First State Investments is a business name of First State Investments (Hong Kong) Limited. The First State Investments logo is a 
trademark of the Commonwealth Bank of Australia or an affiliate thereof and is used by First State Investments under licence.

Reference to specific securities (if any) is included for the purpose of illustration only and should not be construed as a recommendation to buy or 
sell the same. All securities mentioned herein may or may not form part of the holdings of First State Investments’ portfolios at a certain point in 
time, and the holdings may change over time. 

First State Investments (Hong Kong) Limited is part of the investment management business of First Sentier Investors, which is ultimately owned by 
Mitsubishi UFJ Financial Group, Inc. (“MUFG”), a global financial group. First Sentier Investors includes a number of entities in different jurisdictions, 
operating in Australia as First Sentier Investors and as FSI elsewhere.

MUFG and its subsidiaries are not responsible for any statement or information contained in this document. Neither MUFG nor any of its subsidiaries 
guarantee the performance of any investment or entity referred to in this document or the repayment of capital. Any investments referred to are 
not deposits or other liabilities of MUFG or its subsidiaries, and are subject to investment risk, including loss of income and capital invested.
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Market Outlook and Fund 
Positioning
The Fund invests in a range of global listed infrastructure 
assets including toll roads, airports, ports, railroads, utilities, 
pipelines, and wireless towers. These sectors share common 
characteristics, like barriers to entry and pricing power, which 
can provide investors with inflation-protected income and 
strong capital growth over the medium-term.

The Fund is positioned with Toll Roads as its largest sector 
overweight. Transurban, Atlantia and Vinci have high barriers 
to entry, strong free cash flow and inflation linked pricing. We 
are attracted to their reasonable valuation multiples and well-
supported dividend yields of between 3% and 6%. Growing 
urbanisation and worsening traffic congestion are likely to 
underpin long term demand. EM peers operate high growth toll 

roads with well-established concession agreements, providing an 
essential service to some of the most densely populated regions 
in the world.

The Fund is also overweight Gas Utilities. Japanese operators 
are conservatively managed, low beta companies with strong 
balance sheets, trading at very appealing valuations. The Fund 
also has holdings in mid-cap North American and French gas 
utilities being run by disciplined management teams, pursuing 
effective strategies in niche markets.

The Fund is underweight Multi/Electric Utilities. A number of high 
quality US names continue to trade at valuations that we find 
difficult to justify based on company fundamentals. The Fund 
has also maintained its underweight exposure to Airports, with 
holdings limited to leading European and Mexican operators. 
The airport sector faces medium term headwinds following a 
long period of above-average growth.


