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Aoibheann: The focus today is on infrastructure and its role
within the portfolio. My name is Aoibheann Treacy and I’m
delighted to be joined by Peter Haran, head of our multi
asset strategies, and from London we have Phelim Bolger,
director of Global Investor Group with IFM investors.
Peter, if I could start with you, you've known IFM for some
time, why did you choose to partner with them?
Peter: Aoibheann, I’ll give three broad reasons. The first
one is for investment reasons. We have been looking to
invest in unlisted infrastructure for a number of years.
We think that IFM is best in class in the marketplace in
terms of sourcing and executing private infrastructure
deals, and also in managing assets in this space.
Second was in terms of structuring. The IFM Global Infrastructure
Fund is an open-ended structure, which allows us to make
allocations to infrastructure in our multi-asset funds. A lot
of infrastructure funds are closed ended, and that won’t
work really within a multi-asset fund structure. So, the
open-ended nature of the global fund is important to us.
Then the third reason is the culture of the organisation.
We think that IFM’s culture is like ILIM’s, a customer
centric type of culture and model. And we get additional
comfort in that regard, by the ownership structure. IFM
is owned by a group of investors that are invested in the
global fund, which results in very good alignment.
Aoibheann: Phelim, some of our viewers may not be familiar with
IFM. Maybe if you could provide us just with a brief introduction?
Phelim: IFM Investors we think is a slightly unusual
investment management firm that has its heritage in pension
management, created in Australia, a quarter century ago.
We continue to be owned by pension fund shareholders
today, and certainly we believe that that aligns our culture
very, very well to managing long term investments.
Importantly, we are an infrastructure specialist. In our domestic
market we also offer some other investment management
services; globally our focus is on infrastructure, and we are
one of the largest managers in the world with a very strong
focus on long-term, like-minded investors, like ILIM is. And
underpinning that is our commitment to protect, serve,
and grow the retirement savings of working people.
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Aoibheann: I’m sure sustainability is at the forefront of what
you’re looking at at the moment. I see that you were founding
partners for the Net Zero Asset Management initiative. How do
you reflect that in your portfolio and what is the focus of it?
Phelim: When you own long-term businesses that provide
essential services, and that fundamentally is what infrastructure
is, having a sustainable outlook is key. It’s a really important part
for the risk management process. But I think above and beyond
that, we represent more than 30 million people who are either
saving for the retirement or are retired and we want to give those
people a voice in addressing some of the challenges that face
us today. So we group together with other like-minded asset
managers to provide that platform and that voice to be able
to hopefully influence positively the direction that the world is
taking, and to tackle the effects of climate change together.
Aoibheann: If we look at the fund itself, the Global Infrastructure
Fund or GIF as it’s referred to, what are the objectives of
the fund? What are investors going to get exposure to and
has performance held up over the last number of years?
Phelim: The Global Infrastructure Fund, GIF, has been
around for 16 years. We’re probably the longest standing
infrastructure fund out there. And throughout that time, our
focus has been to invest in businesses providing essential
services and to deliver a strong net return to our investors.
The portfolio itself is $34 billion. It certainly is a large
portfolio – and continues to grow (figure 1). There are
more than 80 assets, held across 18 portfolio companies.
We have close to 500 investors, and we have a large
investment team of operational and financial experience
that allows us to work with these businesses.
Figure 1: Snapshot of GIF

Source: IFM Investors, as at 30 June 2021.
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That all has come together over those 16 years to deliver a
track record that we believe is one of the strongest in the
industry. Our long-term return of 9.2% (since inception in
2004) is within our net return target of 8–12% (figure 2).
That’s been done with a combination of capital growth and
distributions from the businesses. And it has been done
from an infrastructure perspective with low leverage. We’re
very conscious of the risk leverage can introduce into these
portfolios, and we want to make sure that these businesses
are sustainable, to use that word that we touched on earlier.
What does the portfolio comprise of? Our focus is on those core
businesses. If you think about boiling a kettle, the electricity,
the water, the transportation that got the tea bag to your
cup, they are all parts of the infrastructure nexus. Utilities,
energy, transportation, obviously various different sub sectors
within that: infrastructure is part of the real asset matrix. But
it also has businesses attached. It’s not simply a real asset,
but also these are complex businesses delivering services.
Therefore, we want to make sure that we really understand
the distinct characteristics of these businesses. What is
their market position? The cash flows that underpin these
businesses, how long are those? How dominant are they?
What’s their financing like? A lot of other criteria go into that
selection decision to make sure that every asset we bring
into the portfolio continues to deliver for investors.
Aoibheann: It’s very much a global access for the client, I
think, on those infrastructure products that you talk about.

Figure 2: Track record

Source: IFM Investors, as at 30 June 2021.

3

Phelim: I think that’s very important that the global
infrastructure fund is to some extent a one-stop-shop for
investors. And by that, what we mean is, first and foremost,
it has a global remit, as you mentioned. And you can see
our focus is predominantly on the Americas and Europe.
That’s where we see most of the opportunities in the
regimes that support good infrastructure investments.
Within some of our businesses, they’re of a scale that they
will make investments themselves, with our guidance. And
then we will transact to both the mid and the large cap
level. Really, an investor in the Global Infrastructure Fund
gets investments both across the globe, but also across
the infrastructure market, making it a good solution.
Aoibheann: And when we look at the portfolio
you look at it through a revenue lens for different
areas that you’re going to invest in.
Phelim: Ultimately, when we think about why do we invest in
infrastructure and why are people looking at infrastructure
as an investment, it is to access the long term cash flows
that underpin these businesses. As a consequence for us,
while all forms of diversification are incredibly important,
actually understanding how each of these businesses makes
money from a bottom up basis [is very important].
Aoibheann: And on the investment strategy focus, it falls
into three areas: buy well, manage intensively and then sell
opportunistically. Can you give some live examples where some
of those projects fall into those different categories?
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Phelim: The first is called Enwave Energy Corporation. Enwave
is a district heating business in Canada. What really attracted
us to this were really three things. First was the partnership that
we have with the Ontario Teacher’s Pension Plan. Having good
partners alongside us is something that we really welcome,
particularly a local partner. (I think of our relationship with
ILIM is a reflection of that approach at IFM.) Also, if we think
about this business, it has a really interesting way of delivering
its services into the district heating business, in that it uses
the cold water of Lake Ontario to deliver its air conditioning
during the summer that has massive energy savings. So of
course, it’s environmentally interesting and environmentally
efficient and also has this unique attribute to the asset. And
the final part is that the business is underpinned by strong
contracts to a very diversified client base. A really lovely
example of a new asset that’s come into our portfolio.
I think, the next one that we thought we would share is just about
managing intensively. At Anglian Water, it’s just a very interesting
example of a business that has very clear commitment to the
energy transition. There’s a pledge to be net zero by 2030,
which we’re supporting them with, and you can see the various
initiatives that they’re engaging on to achieve that particular
pledge, and I think that enhances the value of the business.
And of course, from a regulatory point of view, and a political
point of view, it’s very much in tune with the direction of travel.
I think it’s a great example of how you can take a public utility
and manage it really successfully for the common good.
The final example is of selling well. I think when you have an
open-ended infrastructure fund, from time to time, there are
opportunities to sell all or part of the businesses. We have a
fiduciary responsibility. We have to take all of those offers that
come seriously, although not all of them warrant us selling a
business. But here is another really great example. The Indiana
Toll Road is an important and large position within our portfolio.
We had an offer from the Canadian Pension Fund, CDPQ, who
wanted to come in alongside us as a partner. So for us, another
great partner the other side of the border that understands the
business very well. But it also allowed us to manage our portfolio,
to trim the position, to crystallize some returns for our investors.
And of course, use those returns to further invest in the portfolio.
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As you say, ultimately it is about buying well, making sure
the next asset that comes in is a good one, managing those
assets well, and where the opportunities arise, sell well.
Aoibheann: I think the variety within the portfolio really gives
an investor a good exposure into this asset class. Thanks
Phelim. Peter, finally coming back to yourself, just listening
to what Phelim was saying there, how are we looking to
deploy that allocation into our portfolios that we manage?
Peter: We made a commitment to invest in IFM GIF, on behalf
of Irish Life MAPS range of funds at the end of September just
past. Obviously this isn’t a liquid asset class. The way in which
we’re managing that liquidity within MAPS is essentially that
we paired the IFM allocation with a smaller allocation to listed
infrastructure. That allows us to use that listed infrastructure
to manage the size of our overall infrastructure exposure within
MAPS. That’s the way we’re able to manage the liquidity.
It’s probably worth mentioning that as well as that MAPS
allocation at the end of September, we were also able to enable
two other clients to make commitments to IFM. I suppose the
message is that if anyone is interested in the fund, to reach
out to their ILIM or ILA business development contact. And
they can initiate conversations with them about how they
might also get exposure to IFM across the unitised platform.
Aoibheann: Great. Thank you both so much for your contribution
and your time.

This material is intended for the use of institutional and other professional investors.
This document is for the use of the addressees only and may not be reproduced, redistributed or passed on to
any other person or published, in whole or in part, for any purpose, without the prior, written consent of Irish Life
Investment Managers. The manner of distributing this document may be restricted by law or regulation in certain
countries, including the United States. Persons into whose possession this document may come are required to inform
themselves about and to observe such restrictions. By accepting this document, a recipient hereof agrees to be bound
by the foregoing limitations.
This document is for information purposes only. The information contained herein does not constitute the provision of
investment advice. It is not intended to be and should not be construed as a recommendation, offer or solicitation to
acquire, or dispose of, any of the financial instruments and/or securities mentioned in this document and will not form
the basis or part of any contract or commitment whatsoever.
Investors should seek independent professional advice and draw their own conclusions regarding suitability of any
transaction including the economic benefits, risk, legal, regulatory, credit, accounting and tax implications.
Past performance, forecasts and simulated performance may not be a reliable guide to future performance.
Investments may fall as well as rise.
Irish Life Investment Managers Limited is regulated by the Central Bank of Ireland.

