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Executive Summary
While the nation is focused on the choice
between Hillary Clinton and Donald Trump,
the need for investment in U.S. infrastructure
- energy, electricity, transportation, and
telecom - continues to grow. Both candidates
have proposed plans to direct public funding
and structure incentives for private funding
to significantly increase investment in
infrastructure. However, the political challenge
of a tax and spend infrastructure bill means
that the capital required to modernize our
infrastructure will have to come instead
from the private sector. Listed infrastructure
companies will be conduits for a component of
this spending, driving accretive investment and
shareholder value growth potential. Investing
in listed infrastructure equities allows access
to this opportunity with liquidity, diversification,
and global exposure. Regardless of the outcome
of the election, America's infrastructure boom is
coming, and with it, a significant opportunity for
private capital to pursue attractive risk-adjusted
returns backed by unprecedented demand.
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hat’s the one thing that Hillary Clinton and Donald Trump have in common?
Infrastructure. It’s not tough to make the case for it. U.S. roads, pipelines and
transmission lines are badly in need of repair, replacement and expansion. The U.S.
infrastructure investment need from 2016 through 2025 is expected to be $3.3 trillion, a figure
that rises to $10.8 trillion between now and 20401. This kind of underinvestment has real costs
to consumers and the economy. Consumers suffer from delays and higher fuel costs due to
highway congestion, higher utility bills, long delays at airports and higher car maintenance
costs. Businesses suffer from inefficient supply chains, brown outs and black outs, delays in
transiting urban areas and higher energy costs. It is estimated that insufficient or substandard
infrastructure directly and indirectly will cost the U.S. economy $4 trillion in lost GDP between
2016 and 2025, and $14 trillion by 20401.
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How is each candidate planning to address the infrastructure issue?
Surprisingly, the two plans look roughly similar. The centerpiece of
Hillary Clinton’s plan is $250 billion in direct public investment in
five areas – highways, public transit, telecom, airports and energy.

Incented by attractive return potential and
backed by common sense regulation, private
companies are addressing some of the biggest
infrastructure challenges today.
She’d also allocate $25 billion to an infrastructure bank which
could attract another $225 billion in private capital through loan
guarantees and direct loans, bringing the total investment from
her plan close to $500 billion2. Based on recent comments, Trump
supports direct public investment of over $500 billion financed with
public debt. Trump would also like to see an infrastructure fund or
a bank established to attract private capital but the details are
not yet available. However, even if the new president is able to get
everything he or she asks for in an infrastructure bill, we would still
fall $900 billion short of the $1.4 trillion in funding that is required3.
With that type of shortfall, where is the capital going to come
from? In our view, a large share will have to come from the private
sector, which is likely to translate into a multi-year growth cycle for
listed infrastructure. Over the last five years, listed infrastructure
companies in North America have spent over $850 billion on energy,
electricity, rail transportation and telecom infrastructure4 leading
to significant revenue and EBITDA growth (see chart to the right).
Incented by attractive return potential and backed by common
sense regulation, publicly listed infrastructure companies are
addressing some of the biggest infrastructure challenges today.

Railroads are working hard on resolving supply chain congestion
through Chicago and making investments in intermodal which
takes trucks off the highways and relieves congestion. Telecom
carriers are investing in a switch from existing to faster 5G networks.
Midstream energy companies are building new pipelines to bring
cheap natural gas to underserved markets and debottleneck
parts of the nation’s pipeline infrastructure. Utilities have invested
around $50 billion in the last 5 years to upgrade aging electric
transmission lines and transformers5. But, as every infrastructure
report card suggests, there is so much more to be done. And it’s
this enormous need for further investment which is going to drive
private and public investment growth well into the future.
The estimated $1.4 trillion infrastructure spending deficit over ten
years for highways, power grids, pipelines, waterways and airports
will require significant investment by both the private and public
sectors. According to the Congressional Budget Office, private
companies account for nearly 50% of all infrastructure spending
(excluding social infrastructure like schools)6. Private spending
makes up 90% of the infrastructure spend in areas like energy
and telecom7. We estimate the energy, power/electricity and rail/
transportation sectors will account for $400 billion of the $1.4
trillion funding gap over the next ten years8.
In power/electricity transmission, private company capital
spending was around $70 billion in 2015, having grown at a healthy
7% CAGR since 20019. Over the next 10 years, total U.S. electric
infrastructure investment is expected to be almost $1 trillion, of
which $177 billion remains unfunded1. The recent shift to natural

Figure 2 - Growth in Listed Infrastructure 2010-2015
25

Average Annual Dividend Yield Plus Earnings Growth, 2010 - 2015
Average Dividend Yield

Average Earnings Growth

20

20.2
2.0

15.8
Yield / Growth

Figure 1 - Infrastructure Needs

14.3

15

1.6

3.5
10

18.2

7.6
14.2
5

4.0

10.8

3.6
0
Utilities

Pipelines

Railroads

Cell Towers

Source: Bloomberg, FTSE. Data represents all North American companies in the
FTSE Global Core Infrastructure 50/50 Index as of December 31, 2015.

6
Hillary Clinton website, "Hillary Clinton's Infrastructure Plan: Building
As of 2008.
7
Tomorrow's Economy Today".
Congressional Budget Office Study, 2008.
3
8
American Society of Civil Engineers, as of May 2016.
Bloomberg, CenterSquare Investment Management estimate.
4
9
Bloomberg; Company Reports; American Society of Civil Engineers, "2013 Report
Bloomberg; American Society of Civil Engineers, "2013 Report card for America's
card for America's Infrastructure".
Infrastructure, Energy".
5
American Society of Civil Engineers, "2013 Report card for America's
Infrastructure, Energy".
The statements made and the conclusions drawn in this article are not guarantees and are merely the opinion of CenterSquare and its employees. For use with Financial
Professionals and Institutional Investors only. Not for use with the general public. Please refer to footnotes and disclosures at the end of this document.
2

2

CenterSquare
Whitepaper Fourth Quarter 2016
gas for power generation, continued deployment of renewables,
and power plant retirements all necessitate additional spending.
The growth rate in distribution and transmission spending will have
to increase to close the gap and meet the needs of replacement,
refurbishment and expansion. These investments should generate
stable, predictable returns based on allowed rates of return
established by state public service commissions. In addition,
recent events in Flint, Michigan and San Bruno, California have
heightened public awareness and scrutiny of these funding gaps.
This should put upward pressure on capital investments over the
coming years.

U.S. pipelines, which, on average, are more than 50 years old1.
The Quadrennial Energy Review (QER) estimates the total cost
of replacing bare steel and cast iron pipes in gas systems at an
additional $270 billion11.

Whatever the outcome in November, the infrastructure
needs of the U.S. will present a political challenge to
the Democrats and Republicans and an investment
opportunity for those that are able to seize it.

In rails, listed companies like Union Pacific and CSX have spent
$500 billion over the last 30 years maintaining and modernizing
In energy, infrastructure spending by publicly listed infrastructure the railroad network, but more must be done to handle long-term
companies to move oil and gas increased by 60% between 2010 growth in intermodal, chemicals and energy traffic12. Much like the
and 201310. We estimate listed energy infrastructure companies utilities, the rails have been very effective at translating the capital
will spend $145 billion over the next 3 years on new crude oil and spent on their networks into higher sales, earnings and cash flow.
natural gas pipeline infrastructure in North America1. Additionally, Over the last 10 years, infrastructure spending has allowed the U.S.
this figure does not include replacement and upgrading of legacy railroads to carry more freight, improved service, taken thousands
of trucks off U.S. highways and helped reduce highway
Figure 3 - Private Infrastructure Spending by Sector, 2010-2018E
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Bloomberg; IHS Global "Oil & Natural Gas Transportation and Storage
Infrastructure: Status, Trends & Economic Benefits", December 2013.
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As of April 2015.

Each presidential candidate is offering a plan for
infrastructure spending, but the ability to enact these
programs is far from clear. For the moment, Congressional
ability to finance these initiatives appears limited, and
states and municipalities are even less well-equipped
to do so. Private companies must continue to step in to
provide cash in areas like energy, power, telecom and
transportation. For consumers, that will likely mean
lower fuel bills in winter, less congested highways, faster
download speeds and higher economic growth. For
investors, the additional spending on new and existing
infrastructure offers structural growth and the potential for
attractive risk-adjusted returns. Whatever the outcome in
November, the infrastructure needs of the U.S. will present
a political challenge to the Democrats and Republicans and
an investment opportunity for those that are able to seize it.

Bloomberg; American Society of Civil Engineers, "2013 Report card for
America's Infrastructure, Rail".
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Disclosures
BNY Mellon Investment Management is an investment management organization,
encompassing BNY Mellon’s affiliated investment management firms, wealth
management organization and global distribution companies. BNY Mellon is the
corporate brand of The Bank of New York Mellon Corporation and may also be used
as a generic term to reference the Corporation as a whole or its various subsidiaries
generally.
This information is not investment advice, though may be deemed a financial
promotion in non-U.S. jurisdictions. Accordingly, where used or distributed in any
non-U.S. jurisdiction, the information provided is for Professional Clients only. This
information is not for onward distribution to, or to be relied upon by Retail Clients.
For marketing purposes only. Any statements and opinions expressed are as at the
date of publication, are subject to change as economic and market conditions dictate,
and do not necessarily represent the views of BNY Mellon or any of its affiliates. The
information has been provided as a general market commentary only and does not

constitute legal, tax, accounting, other professional counsel or investment advice, is
not predictive of future performance, and should not be construed as an offer to sell
or a solicitation to buy any security or make an offer where otherwise unlawful. The
information has been provided without taking into account the investment objective,
financial situation or needs of any particular person. BNY Mellon and its affiliates are
not responsible for any subsequent investment advice given based on the information
supplied. This is not investment research or a research recommendation for regulatory
purposes as it does not constitute substantive research or analysis. To the extent that
these materials contain statements about future performance, such statements are
forward looking and are subject to a number of risks and uncertainties. Information
and opinions presented have been obtained or derived from sources which BNY
Mellon believed to be reliable, but BNY Mellon makes no representation to its accuracy
and completeness. BNY Mellon accepts no liability for loss arising from use of this
material. If nothing is indicated to the contrary, all figures are unaudited.
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Disclosures Continued
Any indication of past performance is not a guide to future performance. The value
of investments can fall as well as rise, so investors may get back less than originally
invested.
Not for distribution to, or use by, any person or entity in any jurisdiction or country
in which such distribution or use would be contrary to local law or regulation. This
information may not be distributed or used for the purpose of offers or solicitations
in any jurisdiction or in any circumstances in which such offers or solicitations are
unlawful or not authorized, or where there would be, by virtue of such distribution,
new or additional registration requirements. Persons into whose possession this
information comes are required to inform themselves about and to observe any
restrictions that apply to the distribution of this information in their jurisdiction. The
investment products and services mentioned here are not insured by the FDIC (or any
other state or federal agency), are not deposits of or guaranteed by any bank, and may
lose value.
This information should not be published in hard copy, electronic form, via the web
or in any other medium accessible to the public, unless authorized by BNY Mellon
Investment Management.
This information is approved for Global distribution and is issued in the following
jurisdictions by the named local entities or divisions: Europe, Middle East, Africa and
Latin America (excl. Switzerland, Brazil, Dubai): BNY Mellon Investment Management
EMEA Limited, BNY Mellon Centre, 160 Queen Victoria Street, London EC4V 4LA.
Registered in England No. 1118580. Authorized and regulated by the Financial
Conduct Authority. •Switzerland: Issued by BNY Mellon Investments Switzerland
GmbH, Talacker 29, CH-8001 Zürich, Switzerland. Authorized and regulated by
the FINMA. •Dubai, United Arab Emirates: Dubai branch of The Bank of New York
Mellon, which is regulated by the Dubai Financial Services Authority. This material
is intended for Professional Clients only and no other person should act upon it.
•Singapore: BNY Mellon Investment Management Singapore Pte. Limited Co. Reg.
201230427E. Regulated by the Monetary Authority of Singapore. •Hong Kong: BNY
Mellon Investment Management Hong Kong Limited . Regulated by the Hong Kong
Securities and Futures Commission. •Japan: BNY Mellon Asset Management Japan
Limited. BNY Mellon Asset Management Japan Limited is a Financial Instruments
Business Operator with license no 406 (Kinsho) at the Commissioner of Kanto Local
Finance Bureau and is a Member of the Investment Trusts Association, Japan and
Japan Securities Investment Advisers Association. •Australia: BNY Mellon Investment

Management Australia Ltd (ABN 56 102 482 815, AFS License No. 227865). Authorized
and regulated by the Australian Securities & Investments Commission. •United States:
BNY Mellon Investment Management. Securities are offered through MBSC Securities
Corporation, a registered broker-dealer and FINRA member. •Canada: Securities are
offered through BNY Mellon Asset Management Canada Ltd., registered as a Portfolio
Manager and Exempt Market Dealer in all provinces and territories of Canada, and
as an Investment Fund Manager and Commodity Trading Manager in Ontario. •Brazil:
this document is issued by ARX Investimentos Ltda., Av. Borges de Medeiros, 633,
4th floor, Rio de Janeiro, RJ, Brazil, CEP 22430-041. Authorized and regulated by the
Brazilian Securities and Exchange Commission (CVM). The issuing entities above are
BNY Mellon entities ultimately owned by The Bank of New York Mellon Corporation.
Investment managers are appointed by BNY Mellon Investment Management EMEA
Limited (“BNYMIM EMEA”) or affiliated fund operating companies to undertake
portfolio management activities in relation to contracts for products and services
entered into by clients with BNYMIM EMEA or the BNY Mellon funds.
BNY Mellon Cash Investment Strategies is a division of The Dreyfus Corporation. •
Investment advisory services in North America are provided through four different SECregistered investment advisers using the brand Insight Investment: Cutwater Asset
Management Corp, Cutwater Investor Services Corp, Pareto New York LLC and Pareto
Investment Management Limited. The Insight Investment Group includes Insight
Investment Management (Global) Limited, Pareto Investment Management Limited,
Insight Investment Funds Management Limited, Cutwater Asset Management Corp
and Cutwater Investor Services Corp. • BNY Mellon owns 90% of The Boston Company
Asset Management, LLC and the remainder is owned by employees of the firm. • The
Newton Group (“Newton”) is comprised of the following affiliated companies: Newton
Investment Management Limited, Newton Capital Management Limited (NCM Ltd),
Newton Capital Management LLC (NCM LLC), NCM LLC personnel are supervised
persons of NCM Ltd and NCM LLC does not provide investment advice, all of which
is conducted by NCM Ltd. Only NCM LLC and NCM Ltd offer services in the U.S. • BNY
Mellon owns a 20% interest in Siguler Guff & Company, LP and certain related entities
(including Siguler Guff Advisers LLC). • This information does not constitute an offer to
sell, or a solicitation of an offer to purchase, any of the firms’ services or funds to any
U.S. investor, or where otherwise unlawful.
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