Infrastructure: A Developing Asset Class – Peter Salisbury

This could be of particular interest to the Investment manager or individual in RSA as there would be considerable scope for appropriate assets as our infrastructure is developed

Infrastructure Assets are :

Capital facilities and/or basic services being provided to the whole community as essential requirements for the functioning of everyday life. Such assets usually exhibit one or more of the following characteristics

      Long life typically 30/100years

      High capital costs

      Low technology risks

      Low operating costs

      Some form of protected market position/monopoly providing inelastic demand
      Some form of regulation on prices and/or return

The benefits of such asset investments include:

      Attractive risk/return characteristics:

          Security of capital and returns enhanced through asset backing and protected market positions

          Low volatility of returns

          High Sharpe Ratios

      Diversification Benefits

          Absolute return assets

          Low correlation with other asset classes

      Asset/liability management:

          Show links to long term GDP growth and inflation

          Are cash yielding investments

Perhaps this is away to fund the cash requirements of the various central regional and local governments in the form of direct investment.
