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QUARTERLY COMMENTARY | MARCH 2021 

Our Global Listed Infrastructure funds underperformed infrastructure indices, which marginally 
underperformed equities for the quarter, largely due to higher weights in rate-sensitive stocks among 
infrastructure sectors. 

The quarter saw rapid increases in both bond rates and inflation expectations as the economic recovery 
continued, strongly aided by a quickening vaccine rollout and massive levels of government stimulus. 
Consensus growth expectations were revised higher during the quarter. Inflation is expected to increase 
in the coming months due to transitory effects before returning to a more normalised rate. Bond rates 
are expected to increase in a more orderly path for the remainder of 2021 before settling around 2.0%–
2.5% for the U.S. 10-year Treasury note. 

Vaccine rollouts continued to accelerate in many regions, driving optimism about reductions in mobility 
restrictions, despite increasing COVID-19 cases in regions such as Europe. Reductions in mobility 
restrictions are expected to impact the second half of 2021 and are required for the recovery of the 
services sector, which lags the largely recovered goods sector. This will likely drive further increases in 
revenues for transport assets. 

Stimulus remained plentiful, particularly in the U.S. with Biden’s $1.9 trillion stimulus plan approved 
during the quarter and closely followed by a proposal for a $2 trillion infrastructure bill, broadly defined. 
Strong levels of stimulus will continue to support economic growth. 

 

Portfolio Performance 
On a regional basis, North America was the top contributor to quarterly performance (+2.14%), of which U.S. energy 
infrastructure company Cheniere Energy (+0.88%) and Canadian energy infrastructure company Enbridge (+0.42%) were the 
lead performers.  

Cheniere Energy is an energy infrastructure company that owns and operates U.S. liquefied natural gas (LNG) export 
facilities. Cheniere delivered a strong fourth quarter that resulted in upgrades to the company’s forward 2021 guidance. 
Cheniere should benefit from an Improving LNG contracting environment following the strong cyclical recovery. 

Enbridge owns and operates one of the largest oil and gas pipeline networks in North America. The company also owns 
regulated gas distribution utilities in Ontario, Canada. Energy stocks were in favour during the first quarter, as they are 
viewed as beneficiaries of the eventual economic recovery, as COVID-19 vaccines get rolled out through 2021. Enbridge has 
already experienced substantial recovery in its oil throughput in their pipeline systems, and is expected to fully recover by 
year-end as refinery demand normalises. 

Elsewhere in the region, U.S. rail operator Union Pacific (+0.33%) also performed well. 

Union Pacific is the largest listed railroad company in North America. Despite impacts from the polar vortex, Union Pacific 
was the beneficiary of a market shift into high-beta stocks, further bolstered by Biden’s stimulus package and potential 
infrastructure bill. 

In Western Europe, French toll road operator Vinci performed strongly, contributing +0.32% to quarterly performance. 

Vinci operates half of France’s toll road network under long-term concession agreements, a portfolio of airport concessions 
and a global contracting business. Vinci’s toll roads and contracting earnings is expected to substantially recover to pre-covid 
levels by year-end, while its Airports business will take longer to recover.  

Danish renewables utility Orsted (-0.89%) was the largest detractor from quarterly performance. 

Orsted is the global industry leader in the offshore wind industry, with about 30% market share. Over the past few years, 
Orsted has gradually exited its fossil fuel activities and more recently its energy distribution and retail business, transforming 
itself into a green solutions provider. It is a pure play in renewables with over 90% of its earnings from regulated and 
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contracted activities in 2019–25. A green recovery in the EU with a hydrogen strategy to combat climate change should be 
long-term drivers for Orsted. Shares saw weakness driven mainly by a global renewables selloff, due to a market rotation 
out of ‘growth’ sectors into ‘value’ sectors, as well as increasing competition concerns in the Offshore wind industry with Oil 
majors continuing to aggressively bid for projects. 

All returns are in local currency. 



test 
 

3     
 

Positioning and Outlook 
On a regional level, the Strategy’s largest exposure is in the U.S. & Canada (55%) and consists of exposure to regulated and 
contracted utilities (34%) and economically sensitive user pays infrastructure (21%). 

For the Global Infrastructure Value Strategy, the primary quantitative tool in portfolio construction is excess return, on which 
our stock-ranking system is based. As such, driven by valuation, the Investment Committee initiated positions in U.S. electric 
utility Alliant Energy, French toll road operator Eiffage, Japanese rail operator East Japan Railway and Canadian energy 
infrastructure company Pembina Pipeline. 

The fund exited Italian gas utility Snam, U.S. electric utility Edison International and Danish renewables utility Orsted to use 
as funding sources.  

 

Quarterly Stock Highlight 
This quarter we review U.S. renewables utility NextEra Energy Partners (NEP). 

NEP is a growth-oriented contracted renewables company formed by its sponsor and general partner NextEra Energy (NEE) 
to own, operate and acquire contracted renewable energy generation assets located in North America. NEP’s portfolio 
consists of wind, solar and natural gas pipeline assets. The weighted average contract duration is approximately 20 years. 

NEP is a premium U.S. YieldCo. The sheer size of its dropdown assets relative to its starting size means the duration and 
magnitude of its growth story is unmatched among peers. Growth comes from the dropdown of assets from NEE and we 
anticipate this should allow NEP to provide 12%–15% dividend growth to 2024. 

With NEP warehousing completed and operational contracted assets from NEE, NEP should command a higher valuation 
and lower cost of capital than its parent, allowing accretive dropdown transactions to be made between the YieldCo and 
the parent. 

 

Nick Langley, Shane Hurst and Charles Hamieh 
Investment Committee Members 

 

 

Important Information  

This material has been prepared for investment professionals, qualified investors and investment advisors only. This material presents information in a manner which is not 
suitable for retail investors and ClearBridge Investments Limited does not authorise the provision of this material to retail investors. 

While the information contained in this document has been prepared with all reasonable care, ClearBridge Investments Limited and its related companies (“ClearBridge”) 
accept no responsibility or liability for any errors, omissions or misstatements however caused. Any views expressed in this material are given as of the date of publication 
and such views are subject to change at any time.  

This information is not personal advice. It has been prepared without taking account of individual objectives, financial situations or needs. Where an investment product is 
mentioned, potential investors should seek independent advice as to the suitability of the product to their investment needs. Reference to shares in a particular company, is 
not a recommendation to buy, sell or hold that stock. Investors should be aware that past performance is not indicative of future performance.  

This information may contain forecasts, including in regard to targets, expected returns, PE ratios and dividend yields.  Any such statements are based upon research 
undertaken by the ClearBridge investment team.  This research incorporates ClearBridge’s reasonable assumptions and beliefs concerning future developments and their 
potential effect but are subject to risks and uncertainties that may be beyond ClearBridge’s control. Returns can be volatile, reflecting rises and falls in the value of underlying 
investments. Accordingly, ClearBridge does not provide any assurance or guarantee that future developments will be aligned with ClearBridge’s expectations, and actual 
results may differ materially from those expected by ClearBridge at the time of writing. 

The distribution of this document may be restricted in your jurisdiction. This document does not constitute an offer or solicitation in any jurisdiction in which to make such 
an offer or solicitation would be unlawful. It is your responsibility to ensure that any such product, security, service or investment outlined is available in your jurisdiction. 

Issued and approved outside Canada and the United States of America by ClearBridge Investments Limited (“CIL”), registered office Level 13, 35 Clarence Street, Sydney, 
NSW 2000, Australia (ABN 84 119 339 052; AFSL 307 727). 

In Canada and the United States of America, issued and approved by ClearBridge RARE Infrastructure (North America) Pty Ltd (“CBI RINA”), registered office Level 13, 35 
Clarence Street, Sydney, NSW 2000, Australia (ACN 138 069 191). Neither CIL nor CBI RINA are registered as a dealer in any province in Canada. CIL and CBI RINA are not 
offering the securities of any investment fund that may be described in the materials in Canada or the United States. This material has not been approved or verified by the 
SEC or the OSC. 

ClearBridge is wholly, indirectly owned by Franklin Resources, Inc., and part of ClearBridge Investments, LLC. 


