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Delivering NAV and dividend growth since 2011
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BBGI is a diversified social infrastructure investment company, registered in
Luxembourg, and a FTSE-250 constituent. Its portfolio consists of long-term and lowrisk essential infrastructure investments, which deliver stable, predictable cashflows,
with progressive dividend growth and attractive, sustainable returns. It focuses on
enhancing the value of its investments, which are globally diversified within highly rated
investment-grade countries. Most of its investments are via Public, Private Partnerships
(PPPs) or derivatives thereof. All investments are availability-based, not demand-based,
and supported by government-backed revenues. The cashflow line, thus, is very reliable.
►

Background: Central to BBGI’s business are its 49 essential, social infrastructure
investments; they range from bridges in North America to a hospital facility in
Australia. Crucially, BBGI’s equity investment portfolio comprises low-risk and
public sector-financed, availability-based infrastructure investments.

►

Operations: BBGI’s main operating jurisdictions are in North America,
specifically Canada, and in the UK. Revenues from virtually all of BBGI’s
investments are based on their availability, and not on the level of demand for
them; hence, there is a bond-like predictability about future revenues.

►

Valuation: BBGI has built up a very successful track record since its IPO in
2011, with total shareholder returns averaging 10.6% p.a. It has consistently
traded at a premium to NAV, and its shares are now trading at 26.8% above
their NAV; the shares are yielding 4.2% on a prospective basis.

►

Risks: All BBGI’s cashflows are from government or government-backed
bodies, thereby reducing the counterparty risk factor considerably. Owing to
the absence of demand-based investments, the impact of COVID-19 on BBGI’s
finances and operations has been marginal.

►

Investment summary: In the quest for reliable dividends, institutional and retail
investors may well focus on UK infrastructure investment companies, with their
secure dividend profiles. The prospective sector yield is now just below 5%. BBGI,
which plans to pay a dividend of 7.18p for 2020, is currently yielding 4.2%.

Description
BBGI Global Infrastructure (BBGI) has
a 49-strong investment portfolio,
mainly in the transport, health, justice
and education sectors. The UK and
Canada are its key markets.
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Financial summary and valuation
Year-end Dec (£m)
Distributions from investments
Operating costs
Net operating cashflows
Equity investments
Drawdown proceeds
Net proceeds from fund raise
Dividends paid
Dividend per share (p)
Dividend yield
NAV per share (p)

2018
55.1
-15.4
39.7
-90.5
198.6
126.1
-26.5
6.75
3.9%
133.5

2019
64.0
-11.0
53.0
-62.9
81.8
73.9
-40.8
7.00
4.0%
136.2

2020E
81.9
-11.9
70.0
-43.0
55.0
54.0
-43.6
7.18
4.2%
138.9

2021E
87.7
-12.6
75.1
-110.0
90.0
0
-48.2
7.33
4.2%
143.0

2022E
93.8
-13.3
80.4
-110.0
100.0
83.5
-53.0
7.50
4.3%
146.5

Source: Hardman & Co Research
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Executive summary
While some other quoted
infrastructure investment
companies have be

Paying secure and rising dividends remains a priority for BBGI – many other FTSE-250
stocks have recently cut their dividend payments. Since its IPO in December 2011,
BBGI’s dividend has risen by 3.3% p.a., on average. For 2020 and 2021, BBGI has
dividend targets of 7.18p per share and 7.33p per share, respectively, increases of 2.6%
and 2.1%. It reconfirmed these targets in August 2020.

en adversely impacted by the
COVID-19 pandemic, BBGI’s
exposure – due to its lack of
demand-based investments – has
been minimal.

Since its IPO, BBGI has delivered an annual NAV increase of 7.8% and an annual
shareholder return of 10.6% – both are impressive figures in today’s challenging
financial environment. With a June 2020 NAV of 136.4p per share, BBGI is currently
trading at 26.8% above its NAV.
Resilience has been the hallmark of BBGI’s recent share price performance. Having
plunged from 169.5p on 13 February to 128p by 19 March – a fall of almost 25% –
when the COVID-19 investment panic caused heavy index-selling, BBGI’s share price
has rallied strongly. By 7 April, it had fully recovered to 170p, and it has recently
reached a record level.

BBGI background
BBGI is listed on the premium segment of the Official List of the UK Financial
Conduct Authority (FCA).
Outperformance since 2011 IPO

Strategy: low-risk, globally diversified and
internally managed

The IPO of BBGI took place in December 2011. Subsequently, BBGI has
outperformed its financial targets, in terms of both raising its NAV, through accretive
investment, and in delivering real dividend growth, in an era of challenging market
conditions. Indeed, its share price performance has been broadly twice as good as
that of the FTSE-250 over the nine-year period since its IPO.
In terms of strategy, BBGI has set out its three strategy pillars: i) being low-risk; ii)
being globally diversified; and iii) being internally managed. Its investment policy is
built around these three pillars. As BBGI is internally managed, it offers three specific
benefits:
►

It consistently maintains the lowest comparative ongoing charges for its
shareholders.

►

Neither NAV-based management nor acquisition fees are charged.

►

The internal management team’s interests are fully aligned with those of
shareholders.

Portfolio
49 investments

50% to roads/bridges

February 2021

BBGI is quite specific in terms of its investments, of which there are currently 49 –
all are required to meet the criteria that its strategy lays out.
Half of BBGI’s investment portfolio has been allocated to the availability-based
roads and bridges sector. The healthcare component amounts to 23%, while justice
and education account for 14% and 11%, respectively.
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Canada and UK preferred jurisdictions

Geographically, BBGI’s portfolio straddles Canada and the UK. Both jurisdictions
have established – and widely-respected – legal systems, with a history of dealing
with the issues around infrastructure investments. The country exposures, on an
investment basis, are 36% and 30%, respectively. BBGI’s remaining investments are
split almost equally among Australia, Continental Europe and the US.

Risks
Still some risks

Despite BBGI being a low-risk business – and certainly when considered alongside
most of its comparators – it still faces various risks. The most pronounced are:
►

Discount rate movements: The chosen discount rate has a major impact upon
its NAV. Selecting the appropriate discount rate to value the cashflows is a
rigorous process, based on market observations and recent transactions; it is
undertaken by BBGI’s Management Board. BBGI’s Audit Committee approves
the methodology and checks the assumptions and the outcome. The valuation
is reviewed by an independent third-party valuation expert and by the auditor,
KPMG. BBGI currently uses a weighted average discount rate of 7.03%, with its
investments valued within a range of 6.25% to 9.00%.

►

Falling inflation: BBGI is exposed to lower inflation, especially with respect to
its NAV figure. In many, although not all, of its contracts, BBGI has built-in
inflation linkage.

►

Poor investment decisions: Any investment company is beholden to the quality
of its investments and to the managers making investment decisions – as the
long-running Woodford saga illustrates. Given the consistent rise in its NAV
since its IPO in 2011, BBGI can argue – with conviction – that its overall
decision-making has been very good.

►

Foreign exchange movements: With just 30% of its investments being sterlingdenominated, BBGI is exposed to currency movements, especially with respect
to the Canadian dollar. It takes precautions to mitigate this particular risk
through a bespoke currency hedging strategy, including the use of financial
instruments.

►

Counterparties: Given the many counterparties with whom it contracts, BBGI
is at risk if one of its major counterparties faces serious financial or operational
issues. BBGI is assiduous in seeking to reduce its counterparty risk, which is
well-spread among high-quality companies.

Financial Matters
Impressive performance since 2011 IPO

February 2021

Since its IPO in 2011, BBGI has increased its NAV from 97.9p per share to 136.4p
per share. There have been two major drivers for this rise in NAV over the
intervening period.
►

First, asset value enhancement over the nine years has yielded a 20.2% increase
in NAV, equivalent to 19.8p per share.

►

Secondly, the market discount rate has fallen by ca.150bps (although by less
than risk-free interest rates), which has given rise to a 12.5% uplift in the NAV.
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We expect BBGI’s consistent growth in NAV to continue as the Hardman & Co
model below, up until December 2022, shows.

Hardman & Co financial projections for BBGI
Year-end Dec (£m)
Cash and cash equivalent, 1 January
Distributions from investments
Operating costs
Net operating cashflows
Equity investments
Proceeds from drawdowns
Net proceeds of fund raise
Dividends paid
Repayment of loans and borrowings
Cash and cash equivalent, 31 December
Cash dividend cover (x)
Dividend per share (p)
NAV per share (p)
Number of shares (m)

2018
20.6
55.1
-15.4
39.7
-90.5
198.6
126.1
-26.5
-258.4
10.4
1.50
6.75
133.5
556.0

2019
10.4
64.0
-11.0
53.0
-62.9
81.8
73.9
-40.8
-81.0
34.8
1.30
7.00
136.2
605.1

2020E
34.8
81.9
-11.9
70.0
-43.0
55.0
54.0
-43.6
-80.0
47.2
1.61
7.18
138.9
665.0

2021E
47.8
87.7
-12.6
75.1
-110.0
90.0
0.0
-48.2
-20.0
34.1
1.56
7.33
143.0
665.0

2022E
36.6
93.8
-13.3
80.4
-110.0
100.0
83.5
-53.0
-90.0
45.0
1.52
7.50
146.5
714.9

Source: Hardman & Co Research

Dividends
BBGI’s 3.3% annual dividend rise since 2011
hits the spot

BBGI’s dividend payments have risen by an average of 3.3% p.a. since its IPO in
2011. Although the annual increase may not be spectacular – and may be lower in
coming years – BBGI’s dividend payment record has been impressive.
For 2020, BBGI has signalled to the market to expect a full-year dividend of 7.18p,
an increase on the 2019 payment of 2.6%. We estimate that the cash dividend cover
will be 1.61x. For 2021, BBGI has already published a target dividend figure of
7.33p, representing a 2.1% uplift on 2020 – and, therefore, an increase in real terms.
These targets were reaffirmed by BBGI in August 2020. BBGI has also seen
impressive total shareholder returns since 2011, as illustrated by the chart below.

7.33p dividend target for 2021

BBGI – total shareholder return

Source: BBGI
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Disclaimer
Hardman & Co provides professional independent research services and all information used in the publication of this report has been compiled from publicly
available sources that are believed to be reliable. However, no guarantee, warranty or representation, express or implied, can be given by Hardman & Co as to the
accuracy, adequacy or completeness of the information contained in this research and they are not responsible for any errors or omissions or results obtained
from use of such information. Neither Hardman & Co, nor any affiliates, officers, directors or employees accept any liability or responsibility in respect of the
information which is subject to change without notice and may only be correct at the stated date of their issue, except in the case of gross negligence, fraud or
wilful misconduct. In no event will Hardman & Co, its affiliates or any such parties be liable to you for any direct, special, indirect, consequential, incidental damages
or any other damages of any kind even if Hardman & Co has been advised of the possibility thereof.
This research has been prepared purely for information purposes, and nothing in this report should be construed as an offer, or the solicitation of an offer, to buy
or sell any security, product, service or investment. The research reflects the objective views of the analyst(s) named on the front page and does not constitute
investment advice. However, the companies or legal entities covered in this research may pay us a fixed fee in order for this research to be made available. A full
list of companies or legal entities that have paid us for coverage within the past 12 months can be viewed at http://www.hardmanandco.com/legals/researchdisclosures. Hardman may provide other investment banking services to the companies or legal entities mentioned in this report.
Hardman & Co has a personal dealing policy which restricts staff and consultants’ dealing in shares, bonds or other related instruments of companies or legal entities
which pay Hardman & Co for any services, including research. No Hardman & Co staff, consultants or officers are employed or engaged by the companies or legal
entities covered by this document in any capacity other than through Hardman & Co.
Hardman & Co does not buy or sell shares, either for their own account or for other parties and neither do they undertake investment business. We may provide
investment banking services to corporate clients. Hardman & Co does not make recommendations. Accordingly, they do not publish records of their past
recommendations. Where a Fair Value price is given in a research note, such as a DCF or peer comparison, this is the theoretical result of a study of a range of
possible outcomes, and not a forecast of a likely share price. Hardman & Co may publish further notes on these securities, companies and legal entities but has no
scheduled commitment and may cease to follow these securities, companies and legal entities without notice.
The information provided in this document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or
use would be contrary to law or regulation or which would subject Hardman & Co or its affiliates to any registration requirement within such jurisdiction or country.
Some or all alternative investments may not be suitable for certain investors. Investments in small and mid-cap corporations and foreign entities are speculative
and involve a high degree of risk. An investor could lose all or a substantial amount of his or her investment. Investments may be leveraged and performance may
be volatile; they may have high fees and expenses that reduce returns. Securities or legal entities mentioned in this document may not be suitable or appropriate
for all investors. Where this document refers to a particular tax treatment, the tax treatment will depend on each investor’s particular circumstances and may be
subject to future change. Each investor’s particular needs, investment objectives and financial situation were not taken into account in the preparation of this
document and the material contained herein. Each investor must make his or her own independent decisions and obtain their own independent advice regarding
any information, projects, securities, tax treatment or financial instruments mentioned herein. The fact that Hardman & Co has made available through this
document various information constitutes neither a recommendation to enter into a particular transaction nor a representation that any financial instrument is
suitable or appropriate for you. Each investor should consider whether an investment strategy of the purchase or sale of any product or security is appropriate for
them in the light of their investment needs, objectives and financial circumstances.
This document constitutes a ‘financial promotion’ for the purposes of section 21 Financial Services and Markets Act 2000 (United Kingdom) (‘FSMA’) and
accordingly has been approved by Capital Markets Strategy Ltd which is authorised and regulated by the Financial Conduct Authority (FCA).
No part of this document may be reproduced, stored in a retrieval system or transmitted in any form or by any means, mechanical, photocopying, recording or
otherwise, without prior permission from Hardman & Co. By accepting this document, the recipient agrees to be bound by the limitations set out in this notice.
This notice shall be governed and construed in accordance with English law. Hardman Research Ltd, trading as Hardman & Co, is an appointed representative of
Capital Markets Strategy Ltd and is authorised and regulated by the FCA under registration number 600843. Hardman Research Ltd is registered at Companies
House with number 8256259.
(Disclaimer Version 8 – Effective from August 2018)

Status of Hardman & Co’s research under MiFID II
Some professional investors, who are subject to the new MiFID II rules from 3rd January, may be unclear about the status of Hardman & Co research and,
specifically, whether it can be accepted without a commercial arrangement. Hardman & Co’s research is paid for by the companies, legal entities and issuers about
which we write and, as such, falls within the scope of ‘minor non-monetary benefits’, as defined in the Markets in Financial Instruments Directive II.
In particular, Article 12(3) of the Directive states: ‘The following benefits shall qualify as acceptable minor non-monetary benefits only if they are: (b) ‘written
material from a third party that is commissioned and paid for by a corporate issuer or potential issuer to promote a new issuance by the company, or where the
third party firm is contractually engaged and paid by the issuer to produce such material on an ongoing basis, provided that the relationship is clearly disclosed in
the material and that the material is made available at the same time to any investment firms wishing to receive it or to the general public…’
The fact that Hardman & Co is commissioned to write the research is disclosed in the disclaimer, and the research is widely available.
The full detail is on page 26 of the full directive, which can be accessed here: http://ec.europa.eu/finance/docs/level-2-measures/mifid-delegated-regulation2016-2031.pdf
In addition, it should be noted that MiFID II’s main aim is to ensure transparency in the relationship between fund managers and brokers/suppliers, and eliminate
what is termed ‘inducement’, whereby free research is provided to fund managers to encourage them to deal with the broker. Hardman & Co is not inducing the
reader of our research to trade through us, since we do not deal in any security or legal entity.
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