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Global equities have started the 2023 year rising in the first quarter in all major regions, though the rally is
notably narrow. There were two key developments in the first quarter – the public launch of ChatGPT, a
software platform that makes certain artificial intelligence (AI) capabilities available to the public and
businesses, and a banking crisis that started in the U.S. and then spread to Europe. On the economic front, there
continued to be low unemployment, solid personal income growth and a softening of inflation across the
developed world. In local currency terms, 8 of the 11 industry sectors rose, with the Information Technology
(+21.0%), Communication Services (+17.9%) and Consumer Discretionary (+16.1%) sectors performing the best.
Falls were led by the Energy sector (–3.8%), Financials (‐1.9%) and Health Care (‐1.9%) as commodity prices fell
and a banking crisis saw several banks fail and major steps taken by regulators to avert deepening instability.

The U.S. Federal Reserve raised the cash target rate a further 50bp to a 4.75% to 5% target range in two 25bp
increments, slowing its pace of increase. Having raised interest rates by 450bp since the start of this tightening
cycle a year ago, the impact on slowing inflation and slowing economic growth is starting to become more
apparent, though recent data on U.S. economic growth has remained resilient and ahead of expectations. One
clear sign that the sharp move higher in interest rates has consequences was the collapse of California‐based
Silicon Valley Bank after a run on its deposits led to its inability to meet the liquidity needed. The crisis escalated
across other smaller U.S. banks and then to Credit Suisse in Europe before the regulators’ responses finally
worked to avert a systemic crisis. To do this, they provided liquidity to banks on generous terms and galvanised
major banks to intervene to help reduce stress in the system.

Japan has a new Bank of Japan Governor, Kazuo Ueda, and his policy decisions, particularly the shift away from
Yield Curve Control, will be closely watched, given the implications for global money flows. China continues its
committed, albeit chaotic, reopening and cut the Reserve Requirement Ratio for its banks in March to help with
efforts to revitalise economic growth. Geopolitical tensions between China and the U.S. were again evident
during the quarter, including the cancelling of a visit by the U.S. Secretary of State to Beijing and the
coordinated widening of restrictions on the export of advanced semiconductor machinery to China.

The portfolio recorded a positive return for the March quarter as inflation and 10‐year bond rates pulled back
on recession concerns. Stocks contributing most over the period included Aena, Cellnex and Vinci. Aena jumped
as its traffic levels exceeded 2019 levels and as 2022 earnings and 2023 guidance exceeded consensus. Cellnex
increased over the period due to declining bond yields that impact the valuation of the company more than
average given the longer duration of its cashflows. Vinci‘s share price lifted as earnings came in ahead of
consensus and as airport passenger traffic continued to rebound across its portfolio.

Some of the largest stock detractors over the quarter were Dominion Energy, Elia Group and Duke Energy. U.S.‐
based utility, Dominion Energy, declined after management underwhelmed investors with limited information
about its planned business restructure. Elia Group declined as a combination of factors, including concerns over
funding a significant capex pipeline and uncertainty regarding Germany’s plan to merge the countries
transmission companies impacted investor confidence. Duke Energy fell after the release of its 4Q result which
included a $1.3bn write‐down of its renewables portfolio that management ear‐marked for sale later in the
calendar year.

Notwithstanding our expectations for greater volatility in the short to medium term driven by inflation and
interest rates, we are confident that the underlying businesses we have included in our defined universe and in
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our investment strategy will prove resilient over the longer term. We regard the businesses we invest in to be of
high quality and, while short‐term movements in share prices reflect issues of the day, we expect that share
prices in the longer term will reflect the underlying cash flows leading to investment returns consistent with our
expectations.

The strategy seeks to provide investors with attractive risk‐adjusted returns from infrastructure securities. It
does this by investing in a portfolio of listed infrastructure companies that meet our strict definition of
infrastructure. We believe that infrastructure assets, with requisite earnings reliability and a linkage of earnings
to inflation, offer attractive, long‐term investment propositions. Furthermore, we believe the resilient nature of
earnings and the structural linkage of those earnings to inflation means that investment returns typically
generated by infrastructure stocks are different from standard asset classes and offer investors diversification
when included in an investment portfolio. In the current uncertain economic and investment climate, we
believe the historically reliable financial performance of infrastructure investments makes them attractive, and
an investment in listed infrastructure has the potential to reward patient investors with a long‐term time frame.

Index movements and stock contributors/detractors are based in local currency terms unless stated otherwise.
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