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‘The quarter’s valuation pressure has not 
changed the fundamental outlook for 
Essential Infrastructure’

Performance Review

The September quarter was dominated by the persistence of the 
Middle East conflict and its flow-through to energy prices, inflation 
and long-term interest rates. The US Federal Reserve raised interest 
rates by 25 basis points in September, while resilient economic 
growth, persistent inflation and fiscal concerns drove the US 10-year 
Treasury yield towards 5.3%—its sharpest quarterly rise since 1994. 
Government bond yields also increased across other major markets. 
Against this backdrop, broader equity markets advanced on resilient 
activity and corporate earnings, while long-duration assets, including 
Essential Infrastructure, lagged as the rising cost of capital weighed 
on valuations. 

Sector Contributors and Detractors
•	 Communications neutral weight (5.2% vs. benchmark 5.2%) 

added 29bps relative, as the sector underperformed during the 
period, but Essential Infrastructure names outperformed the 
benchmark.

•	 Utilities underweight (45.8% vs. benchmark 48.8%) added 
15bps relative, as the sector underperformed during the period 
and Essential Infrastructure names outperformed on a relative 
basis.

•	 Energy Infrastructure underweight (14.5% vs. benchmark 
15.0%) detracted 18bps relative, as the sector underperformed 
the period and Essential Infrastructure names underperformed 
those in the benchmark.

•	 Transportation overweight (33.3% vs. benchmark 31.1%) 
detracted 72bps relative, as the sector underperformed during 
the period and Essential Infrastructure names underperformed 
the benchmark.

 

Stock Contributors and Detractors
Positive contributors to performance came from Japan Airport 
Terminal, Athens Airport and SSE. Japan Airport Terminal (non-
benchmark/overweight, security selection +28bps), had a positive 
effect after first-quarter operating profit rose 41%, supported by 
higher passenger volumes and resilient duty-free spending. Athens 
Airport (benchmark/overweight, security selection +18bps), had 
a positive effect following record summer passenger traffic and an 
upgrade to its 2026 traffic outlook, with August volumes exceeding 
four million for the first time. SSE (non-benchmark/overweight, 
security selection +11bps), had a positive effect, supported 
by its defensive, inflation-linked earnings and visible multiyear 
investment growth.

Top 10 Stock Holdings

Name Fund 
%

Union Pacific 4.17
NextEra Energy 3.12
Enbridge 3.06
American Tower 2.68
The Southern Co. 2.41
Transurban Group 2.38
CSX 2.22
Duke Energy 2.17
Williams Cos 1.99
Iberdrola 1.95

Sector Allocation

Sector Fund
%

Communications Infrastructure 5.22
Energy Infrastructure 16.35
Transportation 30.99
Utilities 47.06
Cash 0.38
Total 100.00

Region Allocation

Region Fund 
%

Asia Pacific 6.63

Europe 20.18

North America 68.67
United Kingdom 4.14
Cash 0.38

Total 100.00

 
1. �Fund returns are net of fees but before taxes and assume distributions 

are reinvested. Past performance is not a reliable indicator of future 
performance.

2. Since Inception 28 November 2025.

Period 1  
month

 

3  
months

6  
months

Since 
Inception  

pa2

Fund Return1(%) -5.53 -7.44 -4.71 1.39
FTSE Developed Core Infrastructure  
50/50 100% Hedged to AUD Net 
Tax Index  (%)

-5.66 -7.29 -4.87 1.18

Out/Under Performance (%) 0.13 -0.15 0.16 0.20

Performance 
Returns as at 30 September 2026

Fund performance for the quarter ending September 2026 was 
-7.44% (net of fees) versus the benchmark return of -7.29%, as 
measured by the FTSE Developed Core Infrastructure 50/50 100% 
Hedged to AUD Net Tax Index.
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Outlook
The quarter’s valuation pressure has not changed the fundamental 
outlook for Essential Infrastructure. Demand for investment remains 
strong across electricity generation and networks, natural gas and 
LNG infrastructure, transportation and water. The Middle East 
conflict has reinforced the importance of energy security and 
diversified supply, while AI, electrification and ageing infrastructure 
continue to support substantial multiyear investment requirements.

Infra-know 

Water infrastructure is entering a major investment cycle. US 
drinking-water systems require an estimated US$625 billion 
over 20 years, while UK water companies have been allowed 
£104 billion of expenditure for 2025–30—nearly double the 
previous regulatory period. This investment is needed to 
replace ageing pipes and treatment facilities, secure future 
water supplies, reduce leakage and pollution, and meet higher 
environmental standards. 

For listed water utilities, this spending can expand regulated 
asset bases and support predictable long-term earnings 
growth. However, investment does not automatically create 
shareholder value. Regulatory settlements must provide fair 
returns, while companies must execute efficiently and keep 
customer bills affordable. Balance-sheet strength, operating 
performance and constructive regulation therefore remain 
critical differentiators.

Stock detractors came from Ferrovial, Eiffage and VINCI. Ferrovial 
(non-benchmark/overweight, security selection -27bps), detracted 
as investors questioned the capital requirements and prospective 
equity returns from its newly awarded I-24 express-lanes project 
in Tennessee. Eiffage (non-benchmark/overweight, security 
selection -23bps), detracted after softer motorway traffic led 
management to revise its 2026 Concessions outlook from 
modest growth to a slight decline. VINCI (non-benchmark/
overweight, security selection -19bps), detracted as strong first-
half operating results were outweighed by rising interest rates and 
weaker valuations across European concession companies.

The Ausbil CORE Global Listed Infrastructure Fund offers a 
systematic, low tracking error approach to investing in listed essential 
infrastructure, based on Ausbil’s proprietary Essential Infrastructure 
definition of core infrastructure. The strategy is designed to offer a 
pure infrastructure-like return from listed markets.

Subscribe to our monthly updates here  

https://events.ausbil.com.au/report-subscription

