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WALKING ON SUNSHINE
Andrew Greenup – Deputy Head of Global Listed Infrastructure | April 2019

Florida is home to world leading 
infrastructure companies. The US 
state offers investors exposure to 
strong demographics, pro-business 
politics and sensible regulation. 
Sunshine State is more than just a 
reference to the weather.

The state’s utilities are leading the 
charge towards renewable energy 
while gas pipelines are delivering 
a low-cost transition fuel, both 
working to keep customer bills 
low and minimise political and 
regulatory risk.

Historic under-investment in 
transport infrastructure may provide 
an opportunity in the future. The 
state has introduced Public-Private 
Partnerships (PPPs) for road and 
airport projects, but the investment 
need remains significant.
The global listed infrastructure asset class is 
strongly represented in Florida (FL). The state 
is home to the United States’ (US) largest 
utility and renewable energy owner NextEra 
Energy; freight railway giant CSX Corporation 
(CSX); and the world’s fourth largest wireless 
tower firm SBA Communications. I have 
recently returned from a week in FL talking 
to management teams, visiting corporate 
head offices and conducting several asset 
tours including to the largest natural gas 
fired power plant in the US. The following 
note provides a brief overview of listed 
infrastructure within the state of FL including 
key exposures for our strategy.

With population growth above the national 
average, FL is now the third most populous 
state in the US, with just over 21 million 
people. FL’s economy is robust with a Gross 
State Product of over US$1 trillion, making it 
the 4th largest economy in the US.1 If it was 
a separate country, FL would be the 16th 
largest economy in the world – not far behind 
Australia (GDP of US$1.4 trillion) and larger 
than either the Netherlands (US$0.9 trillion) 
or Switzerland (US$0.7 trillion)2. FL frequently 
rates highly among US states for being 
business friendly, ranking 7th in Forbes’ “Best 
States for Business”, 10th in CNBC’s “Top States 
for Business” and 4th for “Business Tax Climate” 
from The Tax Foundation.

Utilities – the future  
is solar
FL’s electric utilities are vertically integrated 
generation, transmission and distribution 
businesses that earn a regulated return. While 
per capita consumption of electricity in FL is 
close to the national average, this reflects the 
lack of significant industrial load. Residential 
electricity consumption is well above the 
national average owing to the heavy use of 
air conditioning. Residential electricity prices 
in FL are below the national average with the 
state ranking 27th across the US. Electricity 
generation in the state is dominated by natural 
gas which accounts for 70% of output3. The 
state has been closing coal, oil and nuclear 
power plants and replacing them with solar 
and gas-fired power plants. 

Penetration of piped natural gas for residential 
dwellings in FL is low at around 10%, reflecting 
a lack of demand for gas heating given the 
warm climate4.

1  Source: Current-price GDP in USD, as at Q3 2018, Bureau of Economic Analysis.
2  Source: Current-price GDP in USD, as at October 2018, International Monetary Fund staff estimates.
3 Source: US Energy Information Administration.
4 Source: Emera Inc.

RISK FACTORS
This document is a financial promotion 
for The First State Global Listed 
Infrastructure Strategy. This information is 
for professional clients only in the EEA and 
elsewhere where lawful. Investing involves 
certain risks including:
The value of investments and any 
income from them may go down as 
well as up and are not guaranteed. 
Investors may get back significantly 
less than the original amount invested.
Currency risk: Changes in exchange 
rates will affect the value of assets which 
are denominated in other currencies. 
Single sector risk: Investing in a single 
sector may be riskier than investing in a 
number of different sectors. Investing in a 
larger number of sectors helps spread risk.
Charges to capital risk: The fees and 
expenses may be charged against the 
capital property. Deducting expenses 
from capital reduces the potential for 
capital growth.
Listed infrastructure risk: Investments 
in infrastructure may be vulnerable 
to factors that particularly affect the 
infrastructure sector, for example natural 
disasters, operational disruption and 
national and local environmental laws.
Reference to specific securities or 
companies (if any) are included to explain 
the investment strategy and should not 
be construed as investment advice, or a 
recommendation to invest in any of those 
companies. 
For a full description of the terms of 
investment and the risks please see the 
Prospectus and Key Investor Information 
Document for each Fund. 
If you are in any doubt as to the 
suitability of our funds for your 
investment needs, please seek 
investment advice.
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Map of Florida’s electric utilities
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F L O R I D A  E L E C T R I C  I N D U S T R Y

M A P S

Source:
Florida Public Service Commission

Additional information about Florida’s investor-owned electric utilities is available from:
FPSC’s Statistics of the Florida Electric Utility Industry, October 2017
http://www.floridapsc.com/Files/PDF/Publications/Reports/Electricgas/Statistics/2016.pdf

I n v e s t o r - O w n e d  E l e c t r i c  U t i l i t i e s
A p p r o x i m a t e  C o m p a n y  S e r v i c e  A r e a s

Service areas are approximations.
Information on this map should be used only as a general guideline.
For more detailed information, contact individual utilities.
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Source: Florida Public Service Commission.

The state’s electric and gas utility market is dominated by four listed 
infrastructure companies. These are NextEra Energy (via Florida Power 
& Light, Gulf Power and Florida City Gas), Duke Energy, Emera Inc (via 
Tampa Electric and Peoples Gas) and Chesapeake Utilities (via Florida 
Public Utilities Corporation). In addition, there are 35 small municipal-
owned utilities and 18 rural cooperatives. 

We view the pro-business environment in FL for utilities as positive. The 
state’s utility regulator has traditionally been constructive in looking for 
win-win solutions for customers and shareholders. The state’s electricity 
prices have remained static for over a decade (FL’s average 1,000-kWh 
residential bill was $99 in 2018 vs $109 in 2006), while allowing strong 
investment, timely recovery of costs and a good allowed Return on 
Equity (ROE) ranging from 10%-12%5.

The state’s regulator has recently allowed utilities to spend several 
billion dollars building utility scale solar, now that the technology has 
become cost competitive. In January 2019, NextEra Energy announced 
an ambitious “30-by-30” plan to install 30 million solar panels (~10,000 
megawatts) by 2030. Going forward, we expect FL’s utilities to grow 
their asset bases by between 7% and 12% per annum over the next five 
years from (1) large scale build out of solar plants, (2) modernisation of 
older power plants and (3) grid maintenance and modernisation.

FL utilities’ respective rate bases and forecast growth rates
$bn %

2017 rate base CAGR* 2018-22 (RHS)
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Source: First State Investments estimates. *Compound Annual Growth Rate.

In our view FL offers one of the most attractive risk adjusted return 
opportunities within the utility sector globally and is a material stock 
price driver for portfolio positions of NextEra Energy and Emera Inc.

Touring Emera Inc’s Bayside Power Station in Tampa

Source: First State Investments.

Energy infrastructure – gas fuels the 
sunshine state
FL does not produce material amounts of oil or natural gas. As a result 
the vast majority of its energy transportation and storage infrastructure 
is dedicated to the importation of natural gas and refined oil products, 
for consumption within the state. FL’s natural gas needs are supplied 
predominantly by three transmission pipelines, all owned by listed 
infrastructure firms. In 2017, 87% of the natural gas delivered to FL was 
used to generate electricity6. 

Florida Gas Transmission, the original pipeline, brings natural gas into 
FL from Texas. It is a 5,300-mile pipeline with 3.6 billion cubic feet per 
day capacity, owned equally by Kinder Morgan and Energy Transfer. Its 
customers are the state’s utilities. In 2002, the 745-mile Gulfstream Natural 
Gas System was opened with a capacity of 1.3 billion cubic feet per day. 
This pipeline brings in gas from Louisiana and is equally owned by Williams 
Companies and Enbridge Inc. In 2017, the $3.2 billion Sabal Trail Interstate 
Pipeline opened. This time, FL’s two largest utilities, NextEra Energy 
and Duke Energy, decided to become equity owners in the pipeline (in 
conjunction with Enbridge Inc) as well as being the main customers.

FL does not have any oil production or refineries, hence the state has no 
interstate oil pipelines. Petroleum is imported into the state via marine 
terminals at its major ports. One intrastate pipeline transports refined oil 
products from Tampa to Orlando.

We value FL’s energy infrastructure highly given its strong end demand, 
low risk counterparties and business-friendly culture. We believe these 
assets have expansion opportunities over the next decade. The portfolio 
has positions in Kinder Morgan and Williams Companies who are both 
owners of FL’s energy infrastructure.

Communications infrastructure – data, 
data, data
FL is home to SBA Communications, the third largest owner of wireless 
towers in the US. We like the wireless tower business model given (1) 
strong structural growth in wireless data usage, requiring telecom 
operators to continually upgrade their networks to meet demand, 
(2) contracted revenue streams typically with 3% price escalators on 
average, (3) low risk counterparties, (4) compelling economics of tenant 
co-location and (5) high barriers to entry. These, combined with SBA 
Communications’ exceptional management team, make this company 
one of the highest quality names in our investment process.

5 Source: NextEra Energy. 6 Source: US Energy Information Administration.
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US mobile data traffic growth projections 
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The 4G Environment in the Meantime
U.S. Mobile Data Traffic is projected to continue to grow rapidly

Exponential Growth in Devices and per Device Usage = Significant Growth in Overall Traffic
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Notes: Internet of Things (Iot): based on M2M module connections, traffic and data usage; IoT includes everything other than M2M modules (e.g. smartphones, tablets, 
laptops, etc.) ; Sources: Cisco VNI 2016, AV&Co. Research & Analysis
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Source: American Tower.  
*Internet of things (IoT).  The Internet of things is the extension of Internet connectivity into physical devices and everyday objects.

The wireless tower market finished 2018 strongly with customer activity 
remaining robust in early 2019. While consumer handset replacements 
have slowed, data usage per phone has increased 21% over the past 12 
months, driven by an ever increasing offering of over-the-top content7.

Transport infrastructure – needs to  
be better
To the detriment of FL’s taxpayers, the vast majority of the state’s 
transportation infrastructure (roads, railways, airports, ports) is owned 
and operated by local or state government. In 2016 the American 
Society of Engineers gave FL’s transport infrastructure the following 
unflattering marks: Airports B-, Roads C, Bridges B, Transit C and Ports B-.

The exception to government ownership is the freight railway 
sector. The vast majority of FL’s rail traffic consists of inbound bulk 
commodities, intermodal and autos; outbound traffic is relatively 
modest. The listed infrastructure sector owns and operates almost all 
the freight railways in FL. CSX is the largest and most extensive railway in 
FL, accounting for around 50% of track miles. The second largest railway 
is the Florida East Coast Railway (FEC) which runs a 350 mile mainline 
from Jacksonville to Miami and services the ports of Miami, Palm Beach 
and Everglades. FEC is owned by Mexican listed infrastructure firm, 
Grupo Mexico Transportes. Further, Norfolk Southern and Genesee & 
Wyoming each own several small railways in the north of the state.

FL has 22 commercial airports and is the second largest aviation market 
in the US with over 170 million passengers pa. Just over 20% of these 
passengers are international. In 2018, global listed infrastructure firm 
Vinci acquired the 3 million passenger Orlando-Sanford International 
Airport, Orlando’s second airport and the eighth largest in Florida8. 
Over the next few years we expect Vinci to attract new airlines, expand 
number of destinations, upgrade the retail offering, invest in better 
facilities and improve the cost base of this small airport in order to better 
compete against Orlando’s large 47 million passenger main airport.

It is encouraging that the state has historically and is currently utilising 
PPPs to build new road projects. These include the $0.7 billion Port 
Miami Tunnel, the $1.2 billion I-595 Express and the still under-
construction $2.3 billion I-4 Ultimate project. To date, these projects 
have been funded mainly by construction companies and not global 
listed infrastructure firms. Going forward we expect several listed 
infrastructure firms to investigate participating in FL PPPs, including 
Ferrovial, Transurban and Atlantia/ACS.

Conclusion
Its business-friendly environment and constructive regulation makes FL 
an attractive place for global listed infrastructure firms to invest. Our 
strategy has significant exposure to this large, high growth state via 
holdings in NextEra Energy, Emera Inc, SBA Communications, Kinder 
Morgan, Williams Companies and Vinci.

Talking geopolitics with former US Secretary of Defence, 
Chuck Hagel

Source: First State Investments.

7 Ericsson Mobility Report November 2018.
8 Source: US Federal Aviation Administration.
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Important Information

This document has been prepared for informational purposes only and is only intended to provide a summary of the subject matter covered. It does not purport to be comprehensive. The views 
expressed are the views of the writer at the time of issue and may change over time. It does not constitute investment advice and/or a recommendation and should not be used as the basis of 
any investment decision. This document is not an offer document and does not constitute an offer or invitation or investment recommendation to distribute or purchase securities, shares, units or 
other interests or to enter into an investment agreement. No person should rely on the content and/or act on the basis of any material contained in this document.

This document is confidential and must not be copied, reproduced, circulated or transmitted, in whole or in part, and in any form or by any means without our prior written consent. The 
information contained within this document has been obtained from sources that we believe to be reliable and accurate at the time of issue but no representation or warranty, express or implied, 
is made as to the fairness, accuracy, or completeness of the information. We do not accept any liability whatsoever for any loss arising directly or indirectly from any use of this information.

References to “we” or “us” are references to First State Investments.

In the UK, issued by First State Investments (UK) Limited which is authorised and regulated by the Financial Conduct Authority (registration number 143359). Registered office Finsbury Circus House, 
15 Finsbury Circus, London, EC2M 7EB number 2294743. Outside the UK within the EEA, this document is issued by First State Investments International Limited which is authorised and regulated 
in the UK by the Financial Conduct Authority (registered number 122512). Registered office: 23 St. Andrew Square, Edinburgh, EH2 1BB number SCO79063.

Certain funds referred to in this document are identified as sub-funds of First State Investments ICVC, an open ended investment company registered in England and Wales (“OEIC”) or of First State 
Global Umbrella Fund, an umbrella investment company registered in Ireland (“VCC”). Further information is contained in the Prospectus and Key Investor Information Documents of the OEIC and 
VCC which are available free of charge by writing to: Client Services, First State Investments (UK) Limited, Finsbury Circus House, 15 Finsbury Circus, London, EC2M 7EB or by telephoning 0800 587 
4141 between 9am and 5pm Monday to Friday or by visiting www.firststateinvestments.com. Telephone calls may be recorded. The distribution or purchase of shares in the funds, or entering into 
an investment agreement with First State Investments may be restricted in certain jurisdictions.

Representative and Paying Agent in Switzerland: The representative and paying agent in Switzerland is BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich, 
Switzerland. Place where the relevant documentation may be obtained: The prospectus, key investor information documents (KIIDs), the instrument of incorporation as well as the annual and semi-
annual reports may be obtained free of charge from the representative in Switzerland.

First State Investments (UK) Limited and First State Investments International Limited are part of Colonial First State Asset Management (“CFSGAM”) which is the consolidated asset management 
division of the Commonwealth Bank of Australia ABN 48 123 123 124. CFSGAM includes a number of entities in different jurisdictions, operating in Australia as CFSGAM and as First State Investments 
elsewhere. The Commonwealth Bank of Australia (“Bank”) and its subsidiaries do not 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 the Bank or its subsidiaries, and are subject to investment risk including loss of income and capital invested.
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For further institutional enquiries contact institutionalenquiries@firststate.co.uk
For wholesale enquiries contact enquiries@firststate.co.uk


