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Key Takeaways 

 Listed infrastructure was resilient during the market volatility in April,

strongly outperforming the broader market, and remained steady

through May and June while equities recovered from the selloff.

 In Europe, GDP-sensitive toll roads and airports were key

contributors, while interest rate cuts from the European Central Bank

and policy support such as Germany’s fiscal stimulus, with its focus

on infrastructure spending, were positive for utilities.

 We remain somewhat defensively positioned with an emphasis on

utilities, which we find undervalued as peak bond yields have

resulted in multiples coming down, although the utilities themselves

have very strong growth profiles driven by AI data centre power 
demand, industry decarbonisation and resiliency spending.

Market Overview 

Markets bounced back from a first-quarter correction and survived 

tariff, growth and geopolitical scares to deliver solid gains in the 

second quarter of 2025. Stocks fell to begin the quarter after U.S. 

President Trump unveiled wide-ranging reciprocal tariffs on April 2 

but recovered as a delay in their implementation, a handful of 

bilateral trade deals and a softened tone from Trump on both China 

and Federal Reserve policy improved the outlook. The U.S.-China 

trade picture continued to brighten in May and June, ending in an 

agreement involving lower tariffs and increased exports of rare earth 

metals from China to the U.S. In June, an apparent end to the 12-day 

conflict between Israel and Iran, which threatened to raise oil prices 

and disrupt global shipping, added further support for risk sentiment. 

Listed infrastructure was resilient during the market volatility in April, 

strongly outperforming the broader market, and remained steady 

through May and June while equities recovered from the selloff.  

On a regional level, Western Europe was the strongest performer, 

where interest rate cuts from the European Central Bank and policy 

support such as Germany’s fiscal stimulus, with its focus on 

infrastructure spending, were positive for European utilities. Inflation 

concerns and elevated interest rates and expectations that tax 

incentives for renewables in the Inflation Reduction Act would be 

curtailed by the Trump administration kept a lid on infrastructure 

gains in the U.S.  
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Western Europe was the top regional contributor to Strategy returns 

for the quarter as well, with German electric utility E.On the lead 

performer. E.On is a European electric utility that runs one of the 

world’s largest investor-owned electric utility service providers and is 

the largest distribution system operator in Germany. Across Europe, 

it has 47 million customers. Continued momentum on structural 

reform in Germany and a huge potential run rate of grid investment 

helped E.On’s share price.  

GDP-sensitive Western Europe toll roads and airports were also key 

contributors, participating in the broader market rally, as a series of 

trade negotiations and de-escalations in U.S. trade policy boosted 

markets. French toll road operator Vinci was the lead performer of 

this group, helped by positive operating momentum across its 

business units translating to significant free cash flow generation. 

Further, though not core to our underlying thesis, we view the 

German infrastructure package as a potential source of upside to 

Vinci’s earnings outlook. We added to our position in Vinci while 

trimming German airport operator Fraport on strength.  

U.S. energy infrastructure company ONEOK and Canadian energy 

infrastructure company Pembina Pipeline were the largest detractors. 

ONEOK is one of the largest diversified energy infrastructure companies in 

the U.S., owning and operating an extensive network of natural gas liquids 

(NGL), natural gas, refined products and crude oil assets. 

Underperformance for the quarter was primarily driven by the OPEC+ 

decision to increase production and accelerate the unwinding of voluntary 

cuts, which ultimately led to further softening of the oil price outlook.  

Pembina Pipeline provides transportation and midstream services for 

the energy industry in North America, with a focus on the Western 

Canadian Sedimentary Basin (WCSB). The market is currently focused 

on the outcome of toll renegotiations for the Alliance Pipeline, which 

has significantly over-earned in the last several years. We believe the 

market is overreacting to the potential normalisation in the tolling

rate, which we believe will have only a low-single-digit impact on a 

group earnings basis. Looking beyond this, Pembina is positioned as 

a market leader in providing pipeline and midstream processing 

services to the fast-growing WCSB, which is seeing a step change in 

growth driven by liquified natural gas (LNG) and liquified petroleum 

gas (LPG) exports and a growing petrochemical industry in Alberta. 

Outlook 

While the current environment is marked by heightened volatility 

and uncertainty, we remain confident in our utility and infrastructure 

assets and their ability to generate defensive, consistent and growing 

cash flow streams for shareholders over the medium to long term. 

Another key benefit of infrastructure investing is the pass-through of 

inflation — approximately 90% of our portfolio continues to benefit 

from direct or indirect inflation pass-through mechanisms. 

Tariffs are unlikely to 

have a meaningful 

impact on utility 

earnings given they 

service domestic 

catchments and are 

not directly exposed to 

international trade. 
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Currently, we remain somewhat defensively positioned with an 

emphasis on utilities. We find the sector undervalued at present, as 

peak bond yields have resulted in multiples coming down in that 

space. Nevertheless, the utilities themselves have very strong growth 

profiles, particularly in the U.S., driven by AI data centre power 

demand, industry decarbonisation and resiliency spending. At the

same time, European utilities are getting more capex approved by 

regulators and are seeing returns tick up as well, providing robust 

long-term visibility in earnings growth. Further, in terms of tariffs, 

regulated utilities are largely insulated. Tariffs are unlikely to have a 

meaningful impact on utility earnings given they service domestic 

catchments with electricity, gas and water, and are not directly 

exposed to international trade. Overall, we believe infrastructure’s 

defensive characteristics and downside protection offer 

diversification in today’s uncertain market environment. 

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 six 

of seven sectors in which it was invested in the quarter, with electric 

utility, airports, water and toll roads sectors the top contributors and 

energy infrastructure the sole detractor. 

Relative to the FTSE Global Core Infrastructure 50/50 Index and on a 

U.S. dollar basis, the Strategy outperformed in the second quarter, 

driven primarily by stock selection in the electric and water utility and 

toll roads sectors. 

On an individual stock basis, the top contributors to absolute returns 

in the quarter were Constellation Energy, E.On, Severn Trent, SSE and 

Vinci. The main detractors were ONEOK, Pembina Pipeline, WEC 

Energy, NextEra Energy and DTE Energy.
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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 (ABN 84 119 339 052; AFSL No. 307727) (“CIL”) 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* accepts 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 
teams. 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 our 
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 our 
expectations, and actual results may differ materially from those expected or anticipated at the time of 
writing.  

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 in Australia by CIL, registered office Level 13, 35 Clarence Street, Sydney, NSW 2000, 
Australia (ABN 84 119 339 052; AFSL 307727).  

Issued and approved in Canada and the United States of America by CIL’s subsidiary, ClearBridge 
Investments (North America) Pty Ltd (“CINA”), registered office Level 13, 35 Clarence Street, Sydney, NSW 
2000, Australia (ABN 11 138 069 191).  

Neither CIL nor CINA are registered as a broker-dealer. CIL and CINA are neither issuing nor offering the 
securities of any investment fund in these materials. This material has not been approved or verified by 
ASIC, the SEC, the OSC or the Autorité des marchés financiers. 

ClearBridge is wholly, indirectly owned by Franklin Resources, Inc. 

*ClearBridge Investments Limited, its subsidiary and ClearBridge Investments, LLC, a U.S. registered 
investment adviser, as well as part of Franklin Templeton Investments Corp. in Canada, who have 
operationally integrated their businesses under the global brand, ClearBridge Investments. 




