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Following on from the article ‘Stars align-
ing for the UK infrastructure investment 
companies’ in the GLIO Journal (issue 
1), we provide an update on the listed 
infrastructure investment company sec-
tor. The 11 companies currently offer 
dividend yields in a range from 3.7% to 
6.1% and underlying discount rates used 
in discounted cashflow NAV valuations 
show an attractive margin above risk-

free rates, with the 20-year gilt currently 
yielding 1.8%. Importantly, dividends are 
underpinned by stable and predictable 
cashflows.

2017 was a year of development for the 
UK listed infrastructure infrastructure 
companies, with a series of landmark 
deals that have kept these companies at 
the center of the UK infrastructure scene. 

Below we outline a summary of the in-
vestment activity for the year.

2017 Review -  
Social Infrastructure 
This was truly a year of significant invest-
ment. In March, INPP invested £274m for 
a share of a 61% stake in National Grid’s 
UK gas distribution network (now known 
as Cadent) alongside a consortium 

A foundation year

We assess 2017, a year in which the UK’s listed infrastructure investment 
companies took a square and central position on the investment 
horizon, securing the financing of many long-term projects of national 
concern.

>

Table 1: Overview of the UK Infrastructure Investment Companies, as at December 29, 2017 

Company Country Sector MC $mn FF MC 
$mn FF Wght  Yield Beta 2017 2016 3 Yrs 5 Yrs 7.5 Yrs 10 Yrs

HICL  
Infrastructure UK Diversified      3,828      3,828 23.9% 4.9%    0.26 1.0% 14.3% 6.2% 10.4% 9.8% 8.8%

INPP UK Diversified      2,979       2,681 16.7% 4.3%    0.32 6.8% 15.5% 10.1% 9.6% 9.3% 8.7%

3i Infrastructure UK Diversified      2,888       1,906 11.9% 3.7%    0.50 15.8% 13.3% 15.5% 16.4% 13.6% 12.3%

Greencoat UK Renewable 
Energy      1,709       1,538 9.6% 5.3%    0.16 8.4% 17.4% 9.9%

JLIF UK Diversified      1,652       1,487 9.3% 5.7%    0.34 -0.1% 17.5% 5.7% 8.4%

TRIG UK Renewable 
Energy      1,392       1,392 8.7% 5.9%    0.28 5.1% 15.7% 8.3%

BBGI UK Diversified        914          841 5.2% 4.5%    0.35 7.1% 11.2% 9.0% 10.4%

Nextenergy UK Renewable 
Energy        879          800 5.0% 5.6%    0.25 11.1% 9.6% 9.0%

Foresight Solar UK Renewable 
Energy        657          605 3.8% 5.9%    0.13 8.3% 10.7% 7.4%

Bluefield Solar UK Renewable 
Energy        590          514 3.2% 6.1%    0.19 15.1% 11.8% 10.7%

JL Environment UK Renewable 
Energy        559          442 2.8% 5.7%    0.30 9.2% 9.4% 8.1%

Grand Total      18,048     16,033 100.0% 4.6%    0.33       

Source: Reuters/GLIO
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of international investors. In addition, 
a further 14% interest in the networks 
has been negotiated by the consortium 
with National Grid and is subject to put 
and call options between the two par-
ties. The investment comprises four 
networks, each covering a geographic 
monopoly in the East and North West of 
England, North London, and the West 
Midlands, respectively. The networks dis-
tribute gas to approximately 50% of the 
country’s connected households through 
130,000km of gas pipeline.

INPP made an investment commitment 
to Thames Tideway Tunnel in August 
2015, and by end-June 2017 had in-
vested £177m with a further £30m to be 
committed in the second half of 2017. 
The Tideway investment relates to the 
design, build and operation of a 25km 
‘super-sewer’ running up to 65m below 
the River Thames. INPP is part of a con-
sortium committed to investing £4.2bn 
in developing the Ofwat-regulated asset. 
The project is currently under construc-
tion and should be completed by 2024.

In May, HICL purchased a 33.2% stake in 
Affinity Water group, for approx. £250m. 
Affinity Water is the largest water-only 
company in England and Wales by rev-
enue and population served, with a regu-
latory capital value of £1.156bn as at 
March 31, 2017. It is licensed under the 
Water Industry Act 1991 and regulated 
by Ofwat, and its principal activities are 
water supply and distribution, plus the 
construction and maintenance of water 
supply infrastructure. HICL invested as 
part of a consortium including DIF Infra-
structure, Allianz Capital Partners and UK 
local authority pension funds.

In July, HICL announced the acquisition of 
a 21.8% interest in High Speed 1 (HS1), 
for a consideration of approx. £202m. 
The asset operates the UK’s only high-
speed rail link running 108km between 
London St Pancras and the Channel Tun-
nel and includes four stations with the 
associated infrastructure. HICL invested 
alongside a group of InfraRed-sourced 
co-investors, comprising UK local author-
ity pension funds and Korean institutional 
investors. HS1 provides diversified rev-
enue streams generated from domestic 
and international train journeys, unregu-
lated activities (principally retail leases) 
and regulated activities (such as mainte-
nance and operations).

In June, JLIF completed the purchase of 
its ninth street-lighting Public Private Part-
nership (PPP) project, and in October JLIF 
agreed to purchase a portfolio of five UK 
PPP projects from John Laing Group for 
a consideration of £141.2m. This portfo-
lio included an additional investment in 
the Intercity Express Programme; which 
involves the manufacture, maintenance 
and operation of 57 new high-speed 
trains for use on the Great Western Main-
line, running west out of Paddington. The 
portfolio also included an interest in the 
City – Greenwich – Lewisham Docklands 
Light Railway and two further railway sta-
tion projects.

BBGI is the only company currently 100% 
invested in PPP/PFI (Private Finance Initia-
tive) assets, and the majority of the com-
pany’s portfolio (approx. 60%) is located 
in Canada, Australia, Continental Europe 
and the USA. The UK makes up the other 
40%. In June, BBGI entered into a strate-
gic agreement with a subsidiary of SNC-
Lavalin Group to invest in an investment 

Charts 3i & ii: Weighted average assets lives & inflation correlation 

Charts 2i & 2ii: Portfolios by geography/sectors 
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vehicle which will hold substantial equity 
interests in five PPP projects in Canada for 
a consideration of around £112m. BBGI 
also agreed a right of first-offer agree-
ment for potential future acquisitions of 
select interests in SNC-Lavalin’s pipeline 
of Canadian availability-based PPP proj-
ects currently under construction.

Following the deals completed in 2017, 
both HICL and INPP have been able to 
increase the duration of their cashflows 
so that their weighted average conces-
sion lengths are 31 and 36 years, and 
have seen their inflation correlations rise 
to 0.80% and 0.83% respectively. This 
means that returns are forecast to in-
crease by 0.80% and 0.83% for every 
1.0% increase in assumed inflation rates, 
and therefore provide explicit inflation 
protection. BBGI and JLIF have conces-
sion lengths of 22 and 19 years and in-
flation correlations of 0.45% and 0.49% 
respectively. 

Renewable Energy  
Infrastructure 
2017 has also been an active year for 
the UK listed renewables sector. In May, 
TRIG completed the acquisition of two 
wind-farms with a combined capacity 
of 44MW for consideration of £123m, 
and in August completed its first invest-
ment in energy storage, investing £20m 
into Broxburn, a battery energy storage 
project. The latter is expected to have an 
operational life of 15 years and benefits 
from a bespoke bilateral contract with 
National Grid Electricity Transmission plc 
to provide dynamic, two-way grid balanc-
ing services. For the initial four years of 
operations under the contract, revenues 
are substantially based on pre-deter-
mined, RPI-indexed availability payments.

Following the closure of the Renewables 
Obligation (RO) scheme for UK solar in 
March 2017, we have seen both Fore-
sight and NextEnergy make their first 
overseas acquisitions in Australia and 
Italy respectively. In October, Foresight in-
vested around AUD74m to acquire three 
assets currently under construction, with 
a capacity of 117MW in Queensland, 
Australia. The first asset was Longreach 
Solar Farm (17MW), grid connection ex-
pected in March 2018, with Oakey 1 and 
2 (30MW, 70MW) following in Septem-
ber and October. In November, NextEner-
gy acquired a portfolio of eight operating 

solar plants in Italy with a total portfolio 
value of £116m. Five plants are located 
in Puglia, and three plants are located in 
Campania.

In November, Greencoat UK Wind pur-
chased an 80% stake in five wind-farms 
close to Peterborough with a capacity of 
96MW for £98m, having acquired the 
Corriegarth wind-farm located on the 
eastern side of Loch Ness with a capacity 
of 70MW for a consideration of £181m 
some two months earlier. In August, the 
company purchased North Hoyle (Liver-
pool Bay) and Slieve Divena (Northern 
Ireland) wind-farms, with a combined 
capacity of 90MW and consideration of 
£105m.

Broadly Held 
2017 has been a very important and suc-
cessful year in the development of the UK 
listed infrastructure sector, with a number 
of landmark deals completed which ce-
ment these companies at the heart of the 
UK infrastructure scene. They provide in-
vestors with exposures to well-diversified 
portfolios with low asset concentration 
risk, long-dated, predictable cashflows 
and a strong correlation between returns 
and inflation, and we believe that the 
sector has a key role to play in improving 
portfolio diversification and assisting the 
UK government meet much publicized 
future infrastructure spending demands

As listed companies, these entities pro-
vide easy and efficient access to diverse 
portfolios of infrastructure assets, to a 
very broad range of UK investors includ-
ing individuals who themselves would 
not be able to participate in this asset 
class. As Ian Russell, HICL Chairman, re-
cently noted: “HICL shareholders [about 
90% of whom are UK-based] include 
a wide range of UK local authority and 
corporate pension funds, established UK 
financial and asset management groups, 
some overseas institutions and a large 
number of UK retail investors, investing 
either directly or via savings and invest-
ment programs.” 

This breadth of investor support should 
stand the sector in good stead. In addi-
tion, the important development of GLIO 
over the past 18 months means that the 
key benefits of this growing sector are 
promoted to a global audience. We be-
lieve a growing number of international 

investors will take a serious look at these 
infrastructure investment companies in 
the future. 

So What About This Year? 
Given the level of investment by the listed 
infrastructure sector in 2017, we expect 
the companies will be focussed on bed-
ding down and incorporating these new 
acquisitions into portfolios through 2018. 
Looking forward however, we expect 
these companies to maintain an oppor-
tunistic approach to further investment.

In the very short-term, following the news 
that Carillion was to enter liquidation, the 
focus for several of the social infrastruc-
ture companies will be the reorganization 
of a number of facilities management 
contracts. Importantly, these companies 
have contingency plans in place for such 
events and we would expect further de-
tail on these arrangements shortly.

Meanwhile, questions around political 
risk have become more pronounced fol-
lowing last September’s Labour party 
conference, while the recent NAO report 
has produced some negative media com-
ment around the PFI concept.

Pricing discipline will of course be key, 
and the focus will be on finding invest-
ments that are accretive to portfolios 
and can improve portfolio diversifica-
tion, inflation correlation and the lon-
gevity of cashflows. Importantly, we 
remain confident that the listed infra-
structure investment companies will 
continue to deliver stable, long-term 
income for shareholders.       
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