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Key Takeaways 

 Listed infrastructure trailed global equities in the fourth 
quarter, both delivering a more subdued end to a strong year 
of performance.  

 European utilities outpaced U.S. utilities, while renewables 
also performed well, benefiting from their growing relevance 
in the AI buildout and policy derisking.  

 We expect a continued constructive policy environment with 
rates maintaining a downward trajectory. This in conjunction 
with a further AI-related capacity additions should continue 
to support infrastructure investments. 

 
Market Overview 

Listed infrastructure trailed global equities in the fourth quarter, both 
delivering a more subdued end to a strong year of performance. 
Despite two cuts in short-term rates in the U.S. in the quarter, rate-
sensitive sectors were pressured by higher longer-term bond yields 
and a higher-for-longer sentiment more generally. Continuing a catch-
up trade and further helped by improving regulation, European utilities 
outpaced U.S. utilities. Renewables also performed well, benefiting 
from their growing relevance in the AI buildout and policy derisking. 

Underperforming sectors included natural gas utilities and energy 
infrastructure pipelines, communication towers and North American 
rails. Higher production and storage levels and weaker weather 
forecasts for natural gas kept prices lower most of the quarter, 
weighing on shares of natural gas utilities and pipeline stocks. 
Elevated interest rates and lower growth drove largely negative 
performance from communication tower stocks. North American rails 
remained in something of a holding pattern as we await a recovery in 
freight volumes. 

On a regional basis, Western Europe was the top portfolio 
contributor for quarter, with U.K. electric utility SSE and Spanish 
electric utility Iberdrola the lead performers.  

SSE is a diversified energy utility headquartered in Scotland. It is 
vertically integrated, operating over the entire supply chain in the 
U.K., with generation (including hydro, wind, combined cycle gas 
turbine), electricity networks, and retail businesses (primarily B2B). It 
is the U.K.’s largest renewable energy generator. SSE’s share price 
rose as funding risks diminished and concerns around the U.K. 
macroeconomic outlook eased. 
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Iberdrola is a multinational integrated electric utility company 
headquartered in Spain and engaged in energy networks, renewables 
and wholesale and retail operations. The company has expanded 
internationally with operations in the U.K. (via Scottish Power), the 
U.S. (via Avangrid), Brazil (via Neoenergia) and Mexico. Iberdrola 
delivered a solid capital markets day, with management raising 
guidance again at its third-quarter results. 

U.S. electric utility OGE Energy and Spanish electric utility Redeia 
were the largest detractors.   

OGE Energy operates the largest utility business in Oklahoma. Delays 
in the announcement of a data center deal weighed on shares during 
the quarter.  

Redeia is engaged in the supply and transmission of electricity and is 
the sole high-voltage transmission agent and system operator in 
Spain. Negative sentiment surrounding a suboptimal outcome from 
the Spanish regulatory review for 2026–2031 weighed on Redeia’s 
share price. 

Outlook 

Inflection in electricity demand and solid earnings growth helped listed 
infrastructure performance in 2025, and this looks set to continue in 
2026, with the added benefit of lower nominal bond yields. 

Electric utilities, which make up the bulk of our portfolio, continue to 
benefit from several tailwinds: the energy transition, as poles and 
wires are built out to connect renewables to the grid and EV charging 
stations (all regulated expenditure for utilities and earning regulated 
returns); the mitigation of and adaptation to climate change impacts 
on electricity networks, which is driving resiliency spend; and growing 
electricity demand, particularly from AI data centers, but also from 
growing industrial demand. These tailwinds support a strong 
earnings backdrop and continued conviction in a balanced exposure 
to utilities. 

Portfolio Highlights 

We believe an absolute return, inflation-linked benchmark is the 
most appropriate primary measure against which to evaluate the 
long-term performance of our infrastructure strategies. The approach 
ensures the focus of portfolio construction remains on delivering 
consistent absolute real returns over the long term.  

On an absolute basis, the Strategy saw positive contributions from 
eight of 10 sectors in which it was invested in the quarter, with 
electric and water utilities the top contributors and energy 
infrastructure and communications detractors.  
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Relative to the FTSE Global Core Infrastructure 50/50, the Strategy 
outperformed in the fourth quarter, driven primarily by stock selection 
in the electric, water and gas utility sectors. A renewables overweight 
and communications underweight were also beneficial. Stock selection 
in the airports sector and a lack of ports holdings detracted. 

On an individual stock basis, the top contributors to absolute returns 
in the quarter were SSE, Iberdrola, Italian electric utility Enel, U.S. 
electric utility NextEra Energy and U.S. renewables provider Clearway 
Energy. The main detractors were OGE Energy, Redeia, U.S. electric 
utility WEC Energy, Canadian gas utility Enbridge and U.S. 
communications tower operator Crown Castle. 

During the quarter, we initiated positions in U.S. electric utilities 
Portland General Electric and Edison International, French electric 
utility Engie and Brazilian electric utility Axia Energia. We also exited 
our positions in Brazilian electric utility CPFL Energia, Crown Castle 
and WEC Energy. 
 
 

Important Information  
This material is for informational purposes only and is intended for wholesale/institutional clients, including 
investment professionals, qualified investors, and investment advisers. It is not suitable for retail investors 
and must not be distributed to retail clients. 

The information is general in nature and does not take account of individual objectives, financial situations, 
or needs. It is not personal advice. Where strategies or performance are mentioned, note that performance 
may vary between accounts, no guarantee of future results is provided, and risks specific to the strategy 
should be considered. References to specific securities are not recommendations. Investors should seek 
independent advice before making investment decisions. Past performance is not indicative of future results. 
Forecasts and forward-looking statements reflect ClearBridge’s views and assumptions at the time of 
publication and are subject to change and uncertainty. Actual outcomes may differ materially. 

The distribution of this document may be subject to legal or regulatory restrictions in certain jurisdictions. It 
is provided for informational purposes only and does not constitute an offer to sell, or a solicitation of an 
offer to buy, any securities, financial products, or services in any jurisdiction where such offer or solicitation 
would be unlawful. This document is intended for the recipient and may not be provided to other third parties 
without the express written approval of ClearBridge*. Recipients are responsible for ensuring compliance 
with all applicable laws and regulations in their relevant jurisdiction. 

This document has been prepared and made available in Australia to wholesale clients as defined under the 
Corporations Act 2001 (Cth) by ClearBridge Investments Limited (ABN 84 119 339 052; AFSL No. 307727) 
(“CIL”), registered office: Level 13, 35 Clarence Street, Sydney, NSW 2000, Australia. For Global Growth and 
Global Value Improvers strategies, ClearBridge Investments, LLC (“ClearBridge US”) is an Authorised 
Representative of CIL for the purposes of offering these strategies in Australia. In Canada and the United 
States, the document has been prepared and made available by CIL’s subsidiary, ClearBridge Investments 
(North America) Pty Ltd (ABN 11 138 069 191) (“CINA”) , registered office: Level 13, 35 Clarence Street, 
Sydney, NSW 2000, Australia. 

In the US, ClearBridge US and CINA are registered with the US Securities and Exchange Commission as 
investment advisers under the Investment Advisers Act of 1940. Registration does not imply endorsement or 
approval by the SEC. In Ontario, CINA relies on the “international adviser exemption” under OSC Rule 35-502 
to provide advisory services to permitted Canadian institutional clients without full registration. This 
exemption permits non-resident advisers to provide services to permitted clients in Ontario under specific 
conditions, including the absence of a physical place of business in the province. In Quebec, CINA relies on 
the International Adviser Exemption under NI 31-103 (section 8.26), which allows CINA to advise permitted 
clients in Quebec on foreign securities without Quebec registration. CINA is not registered in any other 
province. 

In the EMEA region, this document is intended solely for distribution to persons who are eligible 
counterparties or professional clients as defined under applicable local regulations (e.g., MiFID II, FCA 
rules). ClearBridge is not authorised under local retail distribution rules, and this document is not intended 
for use by retail clients. It has not been reviewed or approved by any EMEA regulatory authority. 

This material has not been reviewed or approved by any regulatory authority in any jurisdiction. 

*ClearBridge refers to the global brand, ClearBridge Investments, which consists of ClearBridge Investments 
Limited (and its subsidiary); ClearBridge Investments, LLC; ClearBridge Investment Management Limited; the 
ClearBridge Australian Equities Investment team (a division of Franklin Templeton Australia Limited); and a 
part of Franklin Templeton Investments Corp. All entities are wholly, indirectly owned subsidiaries of Franklin 
Resources, Inc., a publicly traded company listed on the New York Stock Exchange (NYSE:BEN). 
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