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Market review 
Global Listed Infrastructure gained in April on solid earnings results, a brightening global economic 
outlook and dovish central bank commentary. The FTSE Global Core Infrastructure 50/50 index rose 
+0.7%, while global equities^ ended the month +3.5% higher. 

The best performing infrastructure sector was Ports (+5%). Dubai-based DP World (+23%, not held) 
rallied on news of a planned US$3.4 billion Chinese investment into two storage and export facilities 
within the emirate. Airports (+3%) were supported by stronger than expected March passenger 
growth. However a profit warning from Germany’s largest airline Lufthansa, citing higher fuel costs and 
European over-capacity, implied that growth rates still face headwinds over the medium term. 

The worst performing sector was Gas Utilities (-2%). A proposal to cap the new customer connection 
fee that utilities are allowed to charge as part of a government drive to encourage a switch from coal 
to natural gas, weighed on Chinese operators. Towers (flat) paused for breath following a sustained 
period of share price outperformance. 

The best performing region was Europe ex-UK (+3%), where airports, ports and toll roads were 
buoyed by improving economic data and a supportive European Central Bank (ECB)stance. The worst 
performing region was Japan (-7%), ahead of its extended Golden Week public holiday. The country’s 
electric utilities (screened out of our Focus List) underperformed on reports that some nuclear reactors 
may be shut, owing to a failure to meet anti-terrorism safety standards. 

Fund performance 
The Fund returned +1.2% after fees in April1, 57bps ahead of its benchmark index. 

Annual Performance (% in GBP) to 30 April 2019

Period
12 mths to 
30/04/2019

12 mths to 
30/04/2018

12 mths to 
30/04/2017

12 mths to 
30/04/2016

12 mths to 
30/04/2015

First State Global Listed Infrastructure 
Fund B GBP Acc

16.05 -2.55 27.33 6.33 19.04

FTSE Global Core Infrastructure  
50/50 Index Net TR GBP*

18.68 -1.37 25.25 4.32 17.86

MSCI World Net Total Return Index GBP 12.50 6.35 29.82 0.53 18.02

These figures refer to the past. Past performance is not a reliable indicator of future results. For 
investors based in countries with currencies other than the share class currency, the return may 
increase or decrease as a result of currency fluctuations. 
 Performance figures have been calculated since the launch date. Performance data is calculated on a net basis by 
deducting fees incurred at fund level (e.g. the management and administration fee) and other costs charged to the 
fund (e.g. transaction and custody costs), save that it does not take account of initial charges or switching fees (if any). 
Income reinvested is included on a net of tax basis. Source: Lipper IM / First State Investments (UK) Limited.

 *The benchmark changed from the UBS Global Infrastructure & Utilities 50-50 Index on 01/04/2015.

The best performing stock in the portfolio was US east coast freight rail company Norfolk Southern (+9%). 
The company announced better than expected earnings for the March quarter, with rising haulage volumes 
and improving service metrics. US west coast peer Union Pacific (+6%) also delivered positive earnings 
numbers. Headcount was reduced by 4% and average train length increased by 7% during the March 
quarter - further evidence of Precision Scheduled Railroading driving operational improvements.

RISK FACTORS
This document is a financial promotion 
for First State Global Listed Infrastructure 
Fund 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. 
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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1 Performance is based on OEIC B share class, net of fees, expressed in GBP.

^ MSCI World Net Total Return Index, GBP. 

All stock and sector performance data expressed in local currency terms. Source: Bloomberg.
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European transport infrastructure performed well. Spanish-listed AENA (+8%), 
Europe’s largest airport operator by number of passengers, announced robust 
March quarter earnings and upgraded guidance for traffic growth in calendar 
2019 from ~2% to ~3.7%. Vinci (+6%) achieved better than expected revenue 
growth from its toll road concessions, and announced healthy +6.4% passenger 
growth at its airports. Strong growth at its Portuguese airports reflected the 
country’s popularity as a tourist destination. Global concession, construction 
and services company Ferrovial (+5%), which owns a 43% stake in Toronto’s 407 
Express Toll Route, gained after fellow owner SNC-Lavalin sold its 10% stake in 
407 ETR to Canadian pension fund OMERS. The higher than expected C$3.25 
billion sale price provides a useful valuation marker.

In the Pipelines space TransCanada (+7%) gained after an election victory for the 
energy sector-friendly Liberal party in Canada’s western Alberta province; and 
the issuance of two new US presidential executive orders aimed at supporting 
pipeline infrastructure development. Reports that TransCanada was seeking to 
sell midstream assets acquired as part of its 2016 takeover of Columbia Pipeline 
Group to help fund new, higher growth projects also buoyed sentiment towards 
the stock. Magellan Midstream Partners (+2%) climbed ahead of its March 
quarter earnings announcement, on the appeal of its ~7% dividend yield and 
track record of stable earnings growth.

The worst performing holding in the portfolio was COSCO Shipping Ports 
(-8%) which gave up YTD gains after healthy 5% volume growth for the March 
quarter failed to translate into profit growth. UK utility SSE (-4%) lagged as 
it continued to seek a buyer for its energy retail  business segment, which 
supplies almost 6 million British households but faces a challenging operating 
environment. The sale of this business would enable SSE to focus on renewables 
generation and its energy transmission and distribution assets.

The portfolio’s Japanese holdings underperformed as investors reduced 
exposure to the wider market ahead of a 10-day Golden Week holiday period. 
Indications of mounting competitive pressure weighed on Tokyo Gas (-6%) and 
Osaka Gas (-6%). Passenger rail companies East Japan Railway (-2%) and West 
Japan Railway (-1%) fared better after reporting steady earnings numbers, and 
on the view that the 2019 Rugby World Cup and 2020 Tokyo Olympics could 
provide small tailwinds to passenger volumes in coming months. 

Fund activity
The Fund initiated a position in CenterPoint Energy, a regulated electric and gas 
utility whose primary business is a high quality electric utility in the constructive 
regulatory jurisdiction of Texas. The company owns utilities in seven other US 
states, as well as a stake in energy infrastructure company Enable Midstream 
Partners. Earnings are forecast to grow at 5% - 7% per year between 2018 and 
2023. Share price underperformance, owing to a mixed market reaction to the 
terms of its recent acquisition of smaller peer Vectren, presented an appealing 
entry point to these core infrastructure assets.

The Fund also bought shares in Chinese gas utility ENN Energy, which supplies 
natural gas to retail, commercial and industrial customers across mainland 
China. The stock has lagged peers and the broader market over the past year, 
pushing valuation multiples well below their historic average range. We believe 
the market is over-estimating the potential risk of government-mandated 
connection fee cuts; and under-estimating the strong growth trajectory of 
the Chinese gas distribution market, which is being driven by a national clean 
energy drive, rising urbanisation and growing market penetration.

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 the potential for inflation-protected 
income and strong capital growth over the medium-term. The portfolio is 
positioned to take advantage of a number of investment themes: 

(1)   In several cases, stock-specific events have caused short term investor 
sentiment to overshadow positive longer term company fundamentals. 
Undervalued businesses with improving quality outlooks and the 
potential to reward patient investors include Dominion Energy and 
Atlantia. 

(2)   We are attracted to companies taking pro-active steps to streamline 
operational efficiency and improve business profitability. Self-help 
stories within the portfolio include Union Pacific and Aurizon.

(3)   Some portfolio holdings have opportunities to sell or are already 
engaged in the sale of non-core assets at premium prices. As 
businesses simplify and improve, valuation multiples are likely to 
expand. TransCanada and Ferrovial are positioned to benefit from 
corporate restructuring strategies.

(4)   We believe it is important for companies to be in a stable financial 
position at this late stage of the economic cycle. Examples of portfolio 
holdings whose robust balance sheets are currently under-appreciated 
by the market include Portland General Electric and Tokyo Gas. 
We believe this prudent approach will be rewarded if the broader 
economic backdrop deteriorates.

(5)   The final portfolio theme relates to companies with the ability to grow 
earnings at a faster rate than the market currently expects. Companies 
that we believe have under-appreciated growth optionality include 
Transurban, CCR and Eversource Energy.

We think these themes have the potential todeliver strong risk-adjusted 
returns to investors over the long-term.

All stock and sector performance data expressed in local currency terms. Source: Bloomberg.

Important Information
This document has been prepared for informational purposes only and is only intended to provide a summary of the subject matter covered and 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”). Further information 
is contained in the Prospectus and Key Investor Information Documents of the OEIC which are available free of charge by writing to: Client Services, First State Investments (UK) Limited, Finsbury Circus 
House, 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


