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This document is a marketing communication

Fixed income investors looking to hedge  
long-term liabilities with high-quality assets  
are presented with limited choices to build  
out a diversified solution that also offers 
attractive returns. Infrastructure-related  
debt is one segment that can deliver on this  
need. A well-constructed Infrastructure debt 
portfolio that is secured by high-quality  
assets could: 

Infrastructure Debt 
A Solid, Sustainable  
Fixed Income Solution

  Demonstrate a risk/return 
profile that complements 
and diversifies traditional 
credit investments.

  Hedge long-term liabilities. 

   Be aligned with ESG  
and sustainable investing 
principles.
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PART 1

Infrastructure Debt Attributes 
Fiera Capital's Infrastructure Debt Strategy offers a unique opportunity to invest in high-quality, 
stable fixed income securities secured by real assets. These securities provide superior  
risk-adjusted returns and diversification away from traditional corporate bond investments..

Infrastructure debt encompasses a range of segments, including 
but not limited to: social infrastructure (hospitals, schools); 
transportation infrastructure (availability-based highways, toll 
roads, container terminals, transit, bridges); renewable power 
(wind, solar, hydro); airports; and regulated utilities. These debt 
instruments are often not included in major indices and provide 
an opportunity to diversify holdings away from traditional 
corporate bonds.

Many Infrastructure projects fall under the Public-Private 
Partnership (PPP or P3) structure that typically provides strong 
contractual protections along with stable and long-term cash 
flows originating from highly rated government counterparties. 
Investments in renewable power exhibit similar characteristics 
primarily due to long-term Power Purchase Agreements (PPA) 
with provincial government counterparties offering protection 
from market pricing volatility. 

Given the nuances of project financing, infrastructure 
lending requires a specialized approach to due diligence than a 
typical corporate bond.

Our deep expertise in infrastructure investments combined 
with rigorous due diligence and hands-on engagement helps 
us add value through security selection with an emphasis on 
project characteristics, structure, and performance monitoring. 
Further, our strategy offers the flexibility to optimize the 
portfolio through a mix of public and private infrastructure 
debt investments.

Given the nuances of project 
financing, infrastructure  

lending requires a specialized 
approach to due diligence than 

a typical corporate bond.
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PART 2

Attractive and Resilient Risk-Return Profile  
for Long-Term Investors 
Beyond the positive attributes already discussed, infrastructure debt  
has delivered attractive risk-adjusted returns when compared to traditional  
fixed income investments.

Beyond the positive attributes already discussed, infrastructure 
debt has delivered attractive risk-adjusted returns when 
compared to traditional fixed income investments. Yields are 
generally higher than similarly rated corporate bonds (Figure B; 
Page 4) and have demonstrated greater stability through various 
credit cycles (Figure A). This reflects the resilient risk profile of 
these securities. Further, infrastructure debt provides the ability 
to match long-term liabilities due to stable and predictable 
underlying cash flows.

We have tried to demonstrate some important characteristics 
of Infrastructure debt compared to traditional fixed income 
through graphical representation in the next paragraphs: 

  Lower sensitivity to event risk, business cycles and poor 
corporate management behavior (Figure A)

  Higher expected yield resulting from the structuring and 
liquidity premium (Figure B) 

  Differentiated risk drivers from equities and corporate bonds, 
providing important diversification benefits (lower volatility) 
and generating better returns than non-infrastructure 
corporate bonds (Figure C)

  Lower historical default and higher recovery rates than 
corporate bonds (Figure D)

FIGURE A | Historical PPP Spreads vs Corporate Bonds 
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The COVID Pandemic is the most recent example of 
infrastructure debt’s lower sensitivity to event risk and 
macroeconomic factors. In this period, ‘A’ rated project finance 
bond spreads widened 55 basis points while ‘A’ rated corporate 
spreads widened 110 basis points. These results are similar to 
previous risk-off episodes. Infrastructure securities call for unique 
expertise in credit assessment and are not as readily traded in 
secondary markets, but for investment teams equipped with 
the proper skillset and who are investing with a long-term 
investment horizon, these attributes are well compensated 
for through the additional yield capture. This is an important 
feature of infrastructure bonds which provide higher expected 
yield when compared to traditional corporate bonds with similar 
credit profiles due to structuring and liquidity premium. As 
shown in Figure B (Page 4), the yield advantage of infrastructure 
debt has been more than 75 basis points above the overall long-
term universe. 
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FIGURE B | Infrastructure Debt Yield Enhancements 
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The yield advantage of infrastructure-related debt has resulted 
in long-term outperformance. As shown in Figure C, since  
2015, the infrastructure sector has outperformed the overall 
long-term fixed income market by 7.3%, or more than 90 basis 
points on an annualized basis.

It is also worth noting that Fiera Capital’s Infrastructure Debt 
strategy, since its inception in 2015, has generated 12.6% excess 
returns on a cumulative basis when compared to FTSE Canada 
Overall LT index (i.e. more than 150 basis points annualized 
outperformance over this period).

FIGURE C | Cumulative Outperformance of  
Infrastructure Debt – Fiera and FTSE Canada Infra index 
(vs FTSE Canada Overall LT) since 2015
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FIGURE D | Historical Default Rate  
Infrastructure vs Non-Infrastructure Debt 
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For long-term investors with liability matching objectives, asset 
defaults can represent a material funding risk. Infrastructure 
debt has generally demonstrated a lower default rate and higher 
recovery rate than corporate bonds. According to an analysis 
by Moody’s, the cumulative default rate of North American 
infrastructure debt is roughly half that of non-infrastructure 
issuers and is more likely to remain investment grade through 
the life of the security.

Infrastructure Debt  
offers an attractive  
risk-adjusted return profile  
for long-term  
institutional investors.
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PART 3

Infrastructure Debt Provides Real, Sustainable Outcomes
Infrastructure debt is a key component to providing needed capital to build  
and renew Canada’s core public infrastructure. As such, there is a natural alignment  
between sustainable investing goals and a positive ESG framework.

Most infrastructure projects and assets benefit society.
Nevertheless, we strive to integrate ESG analysis into our 
due diligence process to distinguish amongst projects on a 
relative basis. Our approach goes beyond limiting downside 
risks and focuses on tapping into the potential upside from 
ESG investing – both from a financial and a non-financial 
perspective. This is explained below with some examples: 

A financial perspective  where ESG attributes  
might result in deliver superior risk-adjusted returns:

  Better profitability/return on capital employed: 

   Achieving energy efficiency delivers lower energy 
consumption and operating costs (e.g., LEED certification)

   Lower emissions could translate into carbon pricing cost 
savings or offset revenues

   Directing capital towards sustainable projects not only 
reduces waste and improves operational efficiency, but helps 
limit investments in projects that may face environmental 
risks (e.g., a recycling facility for glycol at airports)

  ESG attributes typically provide better access to capital from 
a wider investor base for capex or refinancing needs

  Lower regulatory or environmental risks may lead to better 
cash flow resiliency and credit metrics.

Infrastructure is Naturally Aligned with ESG Objectives

A solar project  
generating electricity  
in a sustainable and 

emissions-friendly manner

An energy-efficient  
transit project  

reducing emissions  
and travel times

A hospital providing  
critical and irreplacable  

care to society

A high school with  
a self contained net-zero 

carbon foot print

A Public-Private Partnership 
providing strong governance 
and fostering collaboration

An issuer committed  
to reducing its carbon 

footprint and achieiving 
measurable ESG goals

E S G
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A non-financial perspective (sustainable outcomes) 
 where ESG attributes lead to a better tomorrow:

  Creating a sustainable environment for future generations 
– be it via recycling, limiting pollution, or simply doing 
things in an energy-efficient manner (e.g., reducing 
emissions) 

  Making a positive social impact on communities 
(e.g., ensuring that essential services such as clean 
water, sewage, healthcare, etc. are available across 
all communities)

  Fostering collaboration between the public and private 
sectors; ensuring a strong governance framework that 
provides investor protection and encourages private capital

  Promoting a safe and inclusive working environment 
for employees

   Empowering Indigenous communities by promoting their 
participation as co-owners and investors in essential 
infrastructure projects undertaken in their communities.

We believe we are well-positioned to achieve these 
quantitative and qualitative objectives for our clients. Debt 
financing is a significant component of the capital structure 
for infrastructure projects and provides lenders with a 
unique ability to drive the importance of ESG attributes, 
pursue sustainability targets, and liaise with issuers on an 
ongoing basis.

Conclusion
In summary, infrastructure debt offers numerous 
positive attributes that make it an attractive 
investment option and complement to traditional 
long-term fixed income portfolios. These securities 
offer a stable risk profile with strong sustainability 
attributes. They also deliver superior returns that are 
less correlated with traditional sources of market 
risk and can improve risk-adjusted returns at the 
portfolio level. 

As an integral part of the Active and Strategic 
Fixed Income Group, Fiera Capital’s Infrastructure 
Debt team has key expertise across the infrastructure 
spectrum (renewables, transportation, social, utility) 
and has developed deep relationships with key North 
American private and government stakeholders. Fiera 
Capital’s Infrastructure Debt team has a long and 
compelling track record in managing infrastructure 
debt assets and has demonstrated strong and 
consistent added value over short and long periods of 
time relative to its benchmark. 
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IMPORTANT DISCLOSURES

Fiera Capital Corporation is a global asset management firm with affiliates in various jurisdictions (collectively, “Fiera Capital”). The information and opinions 
expressed herein relate to Fiera Capital’s investment advisory services and investment funds and are provided for informational purposes only. It is subject 
to change and should not be relied upon as the basis of any investment or disposition decisions. Past performance is no guarantee of future results. All in-
vestments pose the risk of loss and there is no guarantee that any of the benefits expressed herein will be achieved or realized. Valuations and returns are 
computed and stated in Canadian dollars, unless otherwise noted. The information provided herein does not constitute investment advice and should not be 
relied on as such. It should not be considered a solicitation to buy or an offer to sell any security or other financial instrument. It does not take into account any 
investor’s particular investment objectives, strategies, tax status or investment horizon. There is no representation or warranty as to the current accuracy of, or 
responsibility for, decisions based on such information. Any opinions expressed herein reflect a judgment at the date of publication and are subject to change. 
Although statements of fact and data contained in this presentation have been obtained from, and are based upon, sources that Fiera Capital believes to be 
reliable, we do not guarantee their accuracy, and any such information may be incomplete or condensed. No liability will be accepted for any direct, indirect, 
incidental or consequential loss or damage of any kind arising out of the use of all or any of this material. Certain information contained in this material consti-
tutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” 
“project,” “estimate,” “intend,” “continue,” or “believe” or the negatives thereof or other variations thereon or comparable terminology. Due to various risks 
and uncertainties, actual events or results, including actual performance, may differ materially from those reflected or contemplated in such forward-looking 
statements. Views expressed regarding a particular company, security, industry or market sector should not be considered an indication of trading intent with 
respect to any funds or accounts managed by any Fiera Capital entity. Each Fiera Capital entity provides investment advisory services or offers investment 
funds only in those jurisdictions where such entity and/or the relevant product is registered or authorized to provide such services pursuant to an applicable 
exemption from such registration. Thus, certain products, services, and information related thereto provided in the materials may not be available to residents 
of certain jurisdictions. Please consult the specific disclosures relating to the products or services in question for further information regarding the legal require-
ments (including any offering restrictions) applicable to your jurisdiction. For details on the particular registration of, or exemptions therefrom relied upon by, 
any Fiera Capital entity, please consult this webpage: 

www.fieracapital.com/en/registrations-and-exemptions.

http://www.fieracapital.com/en/registrations-and-exemptions.

