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Infrastructure in focus: building back better

» Infrastructure spending to stimulate growth
= Beyond the US, this is a global trend
= Accessing the infrastructure beneficiaries

Infrastructure spending to stimulate growth

Increased global infrastructure spending could help stimulate slowing growth. This way of kick-
starting the economy has been used in previous recessions across the world since the 1930s.

In the US, one of the key slogans of the Biden presidential was to “build back better”. That
commitment fostered the Infrastructure Investment & Jobs Act (IlJA), passed on November 2021
that creates over USD 1 trillion of infrastructure investment of which USD 550bn is new spending.
The top five sectors for investment are road network, power infrastructure, rail infrastructure,
broadband and water supply. Additionally, to support further the transition to clean energy, a
new act passed in August 2022 cleverly branded as the “Inflation Reduction Act” will provide (in
addition to reduced healthcare costs), reduced clean energy costs (via tax credits) and additional
investment in clean energy for residential solar, wind and battery storage.

Beyond the US, this is a global trend

In addition to US spending, other governments are also looking to support economic growth with
infrastructure spending.

In China, the Government is preparing for allocating up to CNY7.2bn (USD 1.1 trillion) to
infrastructure spending to support the post-lockdown economy.

In the UK, the growing realization that our energy security has vulnerabilities is leading to
invigorated policy-making to increase resilience. This has given further impetus to national
infrastructure strategies to have more substance than in the past.

Accessing the infrastructure beneficiaries

Whilst institutional investors can invest in funds that provide access to private market opportunities
in infrastructure, individual investors can invest in the securities of infrastructure companies to
harness this theme.

With such significant investment coming into infrastructure worldwide in coming years, we look at
three ETFs that provide access to this theme.
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1. Infrastructure equities: investors can access exposure to global infrastructure equities via funds
like the iShares Listed Infrastructure UCITS ETF (LON:INFR). With shares of over 200 infrastructure
companies held within the fund, this is a convenient way of access this theme without taking
stock-specific risk.

2. Infrastructure equities and bonds: for investors wanting a lower-volatility approach relative to
infrastructure equities, the SPDR Morningstar Multi-Asset Global Infrastructure UCITS ETF
(LON:GIN) tracks an index which consists 50% of global infrastructure equities and 50% global
infrastructure bonds. This better reflects the key characteristics of infrastructure investing — the
regular income funded by typically inflation-linked tariffs and tolls, as well as the equity value.

3. Energy transition: significant investment in coming years will be directed to companies enabling
the transition to Net Zero. The iShares Global Clean Energy UCITS ETF (LON:INRG) provides
broad exposure to this theme.

Summary

Whilst governments look to build back better, investors can attempt to build their portfolios back
better by considering listed infrastructure securities for potential inclusion as a diversifier.

As we move into a “worst case scenario” for UK inflation outlook, a structural rethink how risk
profiling relates to asset allocation, and how best to adapt asset allocations for inflation is
necessary to protect client outcomes for the short- to medium-term.

Henry Cobbe, CFA
Head of Research

Elston Consulting
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For more insights and information on research, portfolios and indices, visit:

Find out more

www.elstonsolutions.co.uk or NH ETF<Go>

www.elstonsolutions.co.uk

ABOUT ELSTON

We research, design and build investment solutions with and for asset owners, managers
and advisers.

Our Research & CPD focuses on multi-asset strategies, index funds and ETFs.
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