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Investing in Trump's Infrastructure Plan

Executive Summary
The election of Donald Trump as the next U.S. 
President has altered the outlook for the U.S. 
economy in a meaningful way.  One of the sectors 
that we believe will be most impacted by a Trump 
administration is U.S. infrastructure, as policies 
are clearly pointing to increased investment in 
utility, energy, and transportation infrastructure, 
with an eye toward new development, 
enhanced profitability, and openness to the 
role of private capital.  In this paper, we present 
our expectations for the impact of Trump’s 
administration on infrastructure, both through 
changes in the regulatory agencies that oversee 
and regulate U.S. infrastructure projects, and 
through the continuation of existing incentives 
for projects like renewable energy.  As a result 
of the lightening of the regulatory burden on 
U.S. listed infrastructure companies, we expect 
an increase in earnings, profitability, and 
development for these companies, ushering in a 
new era of growth.
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Pundits and politicians are desperately trying to read the tea leaves coming out of the 
Trump transition team, but, in one respect, the political future is crystal clear - change 
is coming to Washington. And we think that is good news for infrastructure investors. 

The Trump administration combined with a unified Congress has the potential to significantly 
lower the regulatory burden on U.S. infrastructure which in turn could lift the return and growth 
prospects for the entire sector. In time, we expect new leadership at federal agencies that 
oversee and regulate key infrastructure sectors - like utilities, pipelines and railroads – to 
facilitate an increase in the speed, and likely the amount, of infrastructure investment in the 
U.S.  We see regulatory hurdles easing which should provide a green light to projects currently 
sitting on the drawing board. For example, following the election, the Keystone XL pipeline is 
back in the news. The $8B pipeline project was scrapped by TransCanada following the White 
House’s rejection in November 2015. But statements from the Senate leader and the President-
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“I don’t think we’ve ever been more bullish on the future of 
infrastructure in North America than we are right now.” 

-  Michael S. Burke, CEO, AECOM  
(private engineering firm to the U.S. government) 
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elect suggest an approval could come in the first 100 days of the 
new administration. We think Keystone just scratches the surface 
of the potential to put major amounts of capital back to work in 
utility, energy and transportation infrastructure. In energy alone, 
we estimate over $90 billion in “shovel ready” projects awaiting 
federal approval. 

Perhaps no other infrastructure sector is positioned to immediately 
benefit more from the Trump victory than energy pipelines and 
storage (midstream). In the last year, White House opposition and 
an understaffed federal regulator (FERC) have halted, delayed or 
deferred major projects such as Dakota Access, Keystone, Nexus, 
Rover and Atlantic Sunrise. In total, we 
estimate the value of projects delays to be 
$94 billion (see graph above). Today, under 
a Trump administration, it looks a lot more 
likely these pending pipelines and other 
projects will eventually get approved and 
move into construction. With a greater 
likelihood of completion, we think the 
growth and return prospects for midstream 
energy companies are materially enhanced. 
With greater certainty on project approvals, 
we believe the large inventory of growth 
projects on hold at midstream companies 
should be more valuable post-election. 

One reason for our renewed optimism 
on regulatory approval has to do with 
the makeup of the FERC (Federal Energy 
Regulatory Commission), which regulates 
interstate transmission of electricity, 
natural gas and oil. The 5-person 

Commission has only three current members - Norman Bay 
(chairman), Collette Honorable and Cheryl LaFleur – all of whom 
are Democrats. The new president gets to appoint members of his 
party to three of the five seats and pick the chairman. Based on 
the timing of current terms on the Commission, Trump may have 
the opportunity to name 3-4 members of the FERC in the next 12 
months. We would expect FERC under a Trump administration to  
be less beaurocratic and more responsive, and to move forward 
more quickly and decisively on projects and issues starting as early 
as 3Q 2017. 

In transportation, we expect sweeping changes to the makeup of 
the Surface Transportation Board (STB) which should have positive 
implications for the railroads. The current Board has been actively 
working on a rule that would force railroads to switch traffic at 
certain interchanges if requested by a customer. This concept of 
“reciprocal switching” is essentially the provision of access by 
one railroad to the tracks of another which can add operational 
complexity. We think this rule has the potential to slow service 
and impose higher costs on the railroads as it would increase fuel 
usage and require significantly more manual rail switching and car 
handling. In fact, the American Association of Railroads recently 
called for a halt to all major rulemakings by the STB in part because 
of concerns about reciprocal switching. 

“I think the ability for us to get FERC to  
approve construction gets better under a  

new administration...the expeditious nature  
of permitting would get us into construction  

much quicker on future projects.” 
– Earl C. Austin, CEO, Quanta Services

The statements made and the conclusions drawn in this article are not guarantees and are merely the  
opinion of CenterSquare and its employees.  Please refer to footnotes and disclosures at the end of this document.

Source: CenterSquare Investment Management, EIA, FERC, and company reports 
as of November 2016

Figure 1 - Cumulative Energy Infrastructure 
Awaiting Approval
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Source: CenterSquare Investment Management, various agency websites, December 2016

Figure 2 - A Changing Regulatory Landscape
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The incoming president has the ability to nominate three members 
to the five member STB including naming the chairperson. We 
expect new board members to slow and perhaps end the reciprocal 
switching rule-making process, significantly reducing future risk to 
rail operations and pricing. Similar to the STB, we also expect major 
changes at the Federal Railroad Administration (FRA) which falls 
under the purview of the Department of Transportation. The key 
issue before the FRA is crew size. With installation of positive train 
control in 2018, railroads will be in a position to reduce locomotive 
crews from 2 to 1, thus lowering rail operating cost and improving 
profitability. However, under the Obama administration, the FRA 
has consistently opposed this change, citing safety concerns. We 
feel confident that this position will change in favor of the railroads 
under a Trump administration. 

While we expect a Trump administration to enact major changes at 
key regulatory agencies, we expect some important infrastructure-
related policies to stay the same. Conventional wisdom says that 
a Trump administration will be a negative for renewable energy. 
We disagree. The recent appointment of Rick Perry as Secretary of 
Energy would appear to support the notion that “all of the above” 
will be the energy strategy going forward. Governor Perry presided 
over a 13-fold increase in wind generation capacity in Texas 
over his 15 years in office from 2000 to 2015. The current federal 
renewable tax credits support wind and solar development which 
also benefit renewable developers and large utilities. We don’t 
expect any change to the existing credits, which currently extend 
through 2021. The fact that a Republican House and a Republican 
Senate passed the multi-year extension last December and that an 

act of Congress would be required to amend or repeal these credits 
gives us confidence the legislation will remain intact. Further, we 
believe the 5 year investment tax credit runway provided by the 
latest extension is enough time for wind and possibly solar to reach 
grid parity at which point subsidies will no longer be needed. As a 
result, we see the recent selloff in renewable-heavy utilities as a 
great opportunity to own highly visible U.S. renewables growth at 
an attractive valuation. 

What’s clear, more than anything, is that there’s a lot of enthusiasm 
among management teams in the infrastructure sector. Based 
on our research and meetings with regulators in Washington, 
that optimism appears to be justified. We expect a Trump 
administration to bring an increase in infrastructure spending 
and a lower regulatory burden, clearly a winning combination for 
U.S. infrastructure. And it’s not just at the federal level - while the 
presidential election has garnered most of the headlines, dozens of 
infrastructure-related local and state ballot initiatives prevailed this 
election with associated new spending of over $200 billion. Clearly, 
the support for new infrastructure exists at the local level and 
now, at the federal level. We know the actions of and relationships 
with regulators can have a major impact on the long-term value of 
infrastructure assets. That is why the coming changes to regulatory 
agencies and agendas in Washington are so meaningful in our view. 
While it will take some time for new appointments to be put in place 
and new policies to form, we believe this is a highly opportune time 
to be adding to infrastructure allocations, particularly with a U.S. 
focus. 

The statements made and the conclusions drawn in this article are not guarantees and are merely the  
opinion of CenterSquare and its employees.  Please refer to footnotes and disclosures at the end of this document.
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Figure 3 - Projected Subsidized and Non-Subsidized Wind and Solar Economics ($/MWh)
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