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Dear Investor

The last year was a volatile year for investors. Buffeted by
rising geopolitical risk, disruptive new technology and an
increasingly uncertain economic outlook, financial markets
ricocheted between euphoria and anxiety. Amidst this
uncertainty, global listed infrastructure has continued to hum
along - delivering dependable growth.

At Magellan, we see this as infrastructure’s core purpose
in investor portfolios; to enhance risk-adjusted returns by
providing diversification and wealth protection in challenging
market conditions. Moreover, we view this resilience not as
luck, but as the natural outcome of owning assets whose cash
flows are underwritten by regulation, long-term contracts
and indispensable demand. Not everything that calls itself
“infrastructure” earns a place in our universe. We maintain
a strict definition and screen out businesses exposed to
commodity prices, material competition or significant
sovereign risk. What remains - predominantly regulated
utilities, toll road and airport concessions, contracted energy
networks and communications towers - has historically
produced predictable, inflation-linked earnings through
recessions and shocks.

Fiscal year 2024/25 was a strong year for Magellan’s
Infrastructure Strategy. Reflecting its distinguished quality
characteristics and inherent defensiveness, the Strategy
demonstrated its resilience during the downdrafts. In the
September quarter the Strategy recorded strong performance
as market sentiment weakened, with recession fears emerging
as softening economic conditions, evident in jobs data and
business activity, reduced investor confidence. Global equities
were choppy, falling 9% from 16 July to 5 August, then
rebounding 11% by quarter end.

While the December quarter was characterised by market
exuberance in anticipation of, and following, Trump’s victory in
the US election,only a few months later significant uncertainty
and volatility ensued. Nerves rose at the end of the March
quarter and into the June quarter, as the reality of the new
US administration set in. Equities recorded three consecutive
months of declines from February to April, with the market
down over 5%! in March alone. The inauguration of President
Trump marked the beginning of a slew of executive orders
that disrupted multiple sectors of the economy. Tariff policy
was a particular pain point, culminating in “Liberation Day” on
2 April 2025 with the announcement of the highest,
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widespread global tariffs since the 1930s. The consequences
of this were pervasive, prompting a rotation to defensive
assets, particularly European defensive assets. The Strategy
recorded solid positive performance against a backdrop of
falling global markets, again highlighting the diversification
benefits of a well-defined infrastructure portfolio.

Our conviction in our definition of infrastructure was
affirmed when the Al theme that has been widespread across
the broader market was temporarily knocked off course
by technological innovation. The unveiling of DeepSeek,
an open-source Al model, drove a sell-off in Al- and data
centre-exposed companies, including the merchant power
producers who supply them. Shares in merchant generators
with this exposure sank. Vistra fell 28% on 27 January, while
Constellation dropped 21%, as investors reassessed their
thesis that exponential growth in Al workloads would drive
persistently higher power prices. As a reminder, the Strategy
excludes economically sensitive assets with material exposure
to competition from our investable universe, including
merchant generators and data centre companies, due to such
potential volatility.

As always, our investment decisions focus on the fundamentals
and quality of the businesses in which the Strategy is invested.
We saw many of the long-standing positions perform well
during the market volatility. This includes utility holdings
such as WEC Energy, which continued to perform strongly and
exceeded expectations. Xcel Energy also had good results and
shook off speculation on excessive wildfire liability from a fire
in Texas in mid-2024.
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We maintain a strict definition and
screen out businesses exposed

to commodity prices, material
competition or significant
sovereign risk.

Our core focus on high-quality businesses with strong
fundamentals was also clear in our European holdings, which
benefited as investors recognised the value inherent in this
market. One of the key contributors to the Strategy included
France-based Vinci, which benefited from a period of political
calm following a tumultuous 2024 marked by higher taxes,
a parliamentary election and the collapse of the minority
government in December. The company also got a boost from
the announcement of the German stimulus package in March.

Looking ahead, we remain positive on the outlook for a well-
constructed global listed infrastructure portfolio. In the near
term, a weakening economic outlook and potential market
jitters on growth and inflation risks can be expected. At
the same time, interest rates are falling or stable in major
economies. This environment is a timely reminder that
essential services assets are highly resilient in a downturn,
with demand profiles that face far more limited impacts from
economic conditions. Over time, infrastructure is positioned to
earn real growth. This is apparent in utilities, where significant
capital investment is expected to replace ageing assets or
decarbonise, and in communications infrastructure, with new
investment and infill to meet ongoing robust data demand.
Aviation and motorway assets also benefit from the tailwinds
of population and real wealth growth.

We expect investing in a well-defined universe of infrastructure
investments to deliver attractive risk adjusted returns through

an investment cycle. Our focus and commitment to investors is
to provide a dependable strategy for achieving strong, stable
returns over the long term.

Other European companies that did well include airport
operator Aena, which continued to produce strong results,
reflecting ongoing leisure travel demand and improved
sales in its non-aeronautical businesses. Italy’s largest gas
distribution company Italgas was also a strong performer.
Approval of its takeover of the country’s second-largest gas
distribution utility focused the market’s attention on what had
been an ignored utility, operating in an attractive and stable
regulatory regime.
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Important Information: Units in the fund referred to herein are issued by Magellan Asset Management Limited ABN 31 120 593 946, AFS Licence No. 304 301
(‘Magellan’). This material is issued by Magellan and has been prepared for general information purposes only and must not be construed as investment advice or as
an investment recommendation. This material does not take into account your investment objectives, financial situation or particular needs. This material does not
constitute an offer or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell or subscribe
for interests in any type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target Market Deter-
mination (‘TMD’) and consider obtaining professional investment advice tailored to your specific circumstances before making a decision about whether to acquire, or
continue to hold, the relevant financial product. A copy of the relevant PDS and TMD relating to the relevant Magellan financial product may be obtained by calling +61
2 9235 4888 or by visiting www.magellangroup.com.au.

Past performance is not necessarily indicative of future results and no person guarantees the future performance of the fund, the amount or timing of any return from
it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. Statements contained in
this material that are not historical facts are based on current expectations, estimates, projections, opinions and beliefs of Magellan or the third party responsible for
making those statements (as relevant). Such statements involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed
thereon. This material may contain ‘forward-looking statements’. Actual events or results or the actual performance of a Magellan financial product or service may differ
materially from those reflected or contemplated in such forward-looking statements. This material may include data, research and other information from third-party
sources. Magellan makes no guarantee that such information is accurate, complete or timely and does not provide any warranties regarding results obtained from its
use. This information is subject to change at any time and no person has any responsibility to update any of the information provided in this material. No representation
or warranty is made with respect to the accuracy or completeness of any of the information contained in this material. Magellan will not be responsible or liable for any
losses arising from your use or reliance upon any part of the information contained in this material. This material and the information contained within it may not be
reproduced, or disclosed, in whole or in part, without the prior written consent of Magellan.

Further information regarding any benchmark referred to herein can be found at www.magellangroup.com.au/funds/benchmark-information/. Any third-party trade-
marks contained herein are the property of their respective owners and Magellan claims no ownership in, nor any affiliation with, such trademarks.

All MSCI data used is the property of MSCI. No use or distribution without written consent. Data provided “as is” without any warranties. MSCI and its affiliates assume
no liability for or in connection with the data. Please see complete disclaimer in www.magellangroup.com.au/funds/benchmark-information/.

Any third-party trademarks contained herein are the property of their respective owners and Magellan claims no ownership in, nor any affiliation with, such trademarks.
Any third-party trademarks that appear in this material are used for information purposes and only to identify the company names or brands of their respective owners.
No affiliation, sponsorship or endorsement should be inferred from the use of these trademarks. (300425-#W10) UIDO05
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