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FAQs (and Alternative FAQs)

• How has the macro environment changed since last year? (or “What does Trump mean for markets?”)

• What are the implications for infrastructure? (or “Is infra just a bond proxy?”)

• Where is Infratil focusing its capital? (or “What do you mean by Growth Infra Platforms?”)
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Last year we highlighted a multitude of risks on the horizon
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Fragile economic
growth

Regulatory
frameworks
influenced by
partisan politics
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Ultra low interest
rates
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Growing
infrastructure
allocations

Modest developed
market inflation
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4
Global debt
burdens

Extreme
commodity price
volatility
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Massive political
uncertainty
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The political risks have largely come to fruition

(An internal page from last February that I deemed unfit for public consumption)
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The OECD has experienced a sustained downshift in growth
OECD Real GDP Growth, % change from year earlier
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Nearing full employment in many developed economies
OECD Population Growth, % change from year earlier
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Labour productivity is not filling the gap
OECD area Labour Productivity Growth, % pa
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The pressure cooker economy?

Fiscal Stimulus
Tax Cuts
Defence
Spend
Infrastructure
Spend

Populist Politics

Aging Population
Stagnant Productivity

Protectionism

Immigration
Restrictions
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Early signs of inflation returning…
OECD CPI, % change from year earlier
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…and interest rate expectations are rebounding (again)
US Federal Reserve Rate and Forward Curves, as at 1 Jan each year (2007-2017), %

Return to pre-QE world?
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A new normal?
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False dawn?

1
0
Jan 2010

Jan 2015
Actual fed rate

Jan 2020
Forward curve at 1 Jan each year

Jan 2025

Jan 2030

Jan 2035

Actual fed rate - LTM

10

What does this mean for IFT investment strategy?

Macro Context

Strategic Implications for IFT

• Near term stimulus?

 Focus on secular, not cyclical, growth

• Rebound in interest rates and CPI?

 Weight investment to growth infra

• Longer term growth constraints

 Seek inflation protection

• Geopolitical risk

 Drive cash generation from the core

• Equity markets near all time high

 Maintain balance sheet flex, stand ready
to capitalize on market events
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Strategic priorities for the IFT portfolio
Asset Management

CORE CASH GENERATIVE PORTFOLIO

Drive operational
performance within
existing core portfolio

Renewables
Platform

Eldercare
Platform

Manage through periods
of higher risk and deliver
development returns

Balance Sheet
Management

Manage debt levels and maturity profile,
assess capital management initiatives relative
to internal and external investment options

Data
Infrastructure
Platform

Emerging
Platforms
• Student
accommodation
/ social
infrastructure

Portfolio Management
Rotate out of
businesses with
declining outlooks,
replace with
attractive cash
generators
Prioritise capital and
execute on
reinvestment
options

Maintain flexibility to accelerate or defer
re-investment based on market conditions
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What do we mean by Growth Infrastructure Platforms?

Secular
Growth

• Solving society’s long term challenges
• Demographic, economic &
technological megatrends

Growth
Infra
• High % of fixed costs
• Expansion options
• Development pipeline

Operating
Leverage /
Proprietary
Pipeline

Competitive
Barriers

• Barriers to entry
• Contracted revenues
• Inflation protection
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Renewable Energy Growth Platform

Secular
Growth

•
•
•
•

Decarbonisation
Changing economics
Political uncertainty
Regulatory diversification

Growth
Infra

• Large and growing pipeline
• Low holding-cost options
• Complementary assets

Operating
Leverage /
Proprietary
Pipeline

Competitive
barriers

• Long term contracts
• Advantaged options
• Merchant exposure?
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Eldercare Growth Platform
• Demographic tail winds
• Need for private sector solutions
Secular
Growth

• Brownfield expansions
• Greenfield pipeline
• Scale advantages in
development and care

Growth
Infra
Operating
Leverage /
Proprietary
Pipeline

Competitive
barriers

• Local competition is key
• Exposure to broader
housing markets
• Care services as a
differentiator and market
risk mitigant
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Data Infrastructure Growth Platform

Secular
Growth

•
•
•
•

Fill-out of new facilities
Brownfield expansions
Growing with customers
Related data infra

• Exploding data demands
• Data security focus
• Infrastructure outsourcing

Growth
Infra
Operating
Leverage /
Proprietary
Pipeline

Competitive
barriers

•
•
•
•

Contracted revenues
Co-location benefits
Switching costs
ICON-connection
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Can we build a Social Infra Growth Platform?

ANU investment fits in IFT’s cash generative core, potential for follow-on investments to
create a growth platform

Secular
Growth

•
•
•
•

Growth
Infra

• PBSA expansion rights
• Campus development

Operating
Leverage /
Proprietary
Pipeline

Competitive
barriers

Growing EM middle class
Competitive education market
Need for private capital
Latent demand

•
•
•
•

Long-term concession
Below-market rents
On-campus, pastoral care
CPI-linked cashflows
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Private capital flows reinforce value of IFT Growth Platforms
Pension & SWF investors are increasing infra allocations

Growing institutional appetite for “Growth Infra” assets

% of total portfolio

CPPIB forms JV to acquire US$555m Portfolio of Senior Housing:

8
7

7.7

“This portfolio is well-positioned to benefit from long-term demographic
trends and is an attractive entry into the US senior housing sector for CPPIB”

6.9

6.8

CPPIB announcement, February 2016
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CPPIB's head of Asia-Pacific, says the fund is interested in a range of
infrastructure assets in Australia, from renewable energy to data centres.
Australian Financial Review, February 2017
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Source: Preqin Investor Outlook: Alternative Assets H1 2017.

Insurance

Foundation

A joint venture entity formed by sovereign wealth fund GIC, the Canada
Pension Plan Investment Board (CPPIB) and The Scion Group have acquired
three United States student housing portfolios for approximately US$1.6b.
The Strait Times, March 2017

Target Allocation
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Takeaways for Infratil Investors
1.

We are increasingly cautious in our market outlook

2.

In this uncertain environment our focus is on
• driving performance in the cash generating core
• exercising embedded options in our growth platforms
• maintaining balance sheet flexibility

3.

We have confidence that, even in a low growth world, the platforms we’ve established will provide us with
high returning, proprietary growth options through exposure to
• Decarbonisation
• Aging
• Demand for secure data infrastructure

4.

This implies a high bar for investments that fall outside our current growth platforms
• We will remain ready to act if market disruptions provide highly attractive opportunities
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Important Information
The statements and opinions expressed in this presentation and any related discussion (the presentation) are based on the information available as at the date of the
presentation. Morrison & Co reserves the right, but will be under no obligation, to review or amend this presentation, if any additional information, which was in
existence on the date of this presentation was not brought to its attention, or subsequently comes to light.
In preparing this document, Morrison & Co has relied on forecasts and assumptions about future events which, by their nature are not able to be verified. Inevitably
some assumptions may not materialise and unanticipated events and circumstances are likely to occur. Therefore, actual results in the future will vary from the forecasts
which Morrison and Co has relied. These variations may be material.
While Morrison & Co believes that the content of this presentation is accurate, any person contemplating investing must make his or her own decision as to the
sufficiency and relevance for its purposes of the information contained in this presentation, and should undertake his or her own independent investigation of the
investment, after taking all appropriate advice from qualified professional persons, before investing. In addition, the presentation contains information sourced from
third parties. Accordingly, neither Morrison & Co or any of its related entities, nor any of their respective directors, employees, advisors or shareholders, will be liable to
any recipient for errors or omissions from this presentation, whether arising out of negligence or otherwise.

This presentation is not a recommendation by Morrison & Co, any of its related companies, or any of their respective directors, employees, advisors or shareholders to
invest.
This presentation, and all other information made available to the recipient in connection with it, is strictly confidential. It may not be used for any purpose other than
to decide whether to proceed with an application of securities. This presentation may not be reproduced in whole or in part. Its content may not be disclosed to any
other person for any purpose whatsoever. Upon request, any recipient will promptly return this presentation to Morrison & Co, and confirm that it has destroyed all
information derived from it.
This presentation does not constitute an offer to invest or the solicitation of an offer to invest in any jurisdiction to any person to whom it is unlawful to make the offer
or solicitation in that jurisdiction. A recipient may only provide this presentation to someone in circumstances that will result in compliance with any applicable laws and
regulations. No representation is given that any action will be taken in any jurisdiction to permit a public offering of an investment or possession of this presentation.
Each recipient agrees to be bound by the above by accepting this presentation.

