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Opportunities all around in Trump’s infrastructure plans

PRESIDENT TRUMP’S EMPHASIS ON PRIVATE
INVESTMENT WILL PROVIDE INVESTMENT
OPPORTUNITIES IN ENERGY, AIRPORTS, BRIDGES,

”

ROADS AND SEAPORT PROJECTS

P

resident Donald Trump’s campaign had
a keen focus on job creation by, in part,
investing a massive amount in rebuilding the nation’s infrastructure. President
Trump says his infrastructure plan will call for
private investment as the main funding source
in the domestic infrastructure projects.
Since creating jobs and improving US infrastructure is likely to generate bipartisan support, there will be investment opportunities
in these projects for investors and developers.
In his initial congressional address last week,
President Trump reiterated that he would prioritise passing a bill to this end.
President Trump’s list of infrastructure projects consist of airports, bridges, roads, seaports,
energy and utilities, and will cost approximately
$1trn over a 10-year period. Approximately
17% of the costs would be financed with equity
and the remainder with debt.
To induce investors to contribute $167bn in
equity to these projects, the government would
enact federal legislation that would provide tax
credits of approximately $137bn. In a white paper
authored by Peter Navarro, a business professor
at the University of California-Irvine, who holds
a Ph.D. in economics from Harvard University;
and Wilbur Ross, a private equity investor, the
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tax credits would be offset by the increase in
income tax revenue from paid wages and taxes on
profits from construction developers.
For the Navarro-Ross tax credit proposal
to come to fruition, the infrastructure projects have to be structured properly so equity
investors receive the benefits of the tax credits.
Institutional investors such as pension plans
and certain endowments would not be able to
utilise the tax credits since they are tax exempt.
To be structured properly, the public-private
partnerships created to fund these infrastructure projects will need to separate the project
into the various components (eg. development,
maintenance) that match the interests of the
different investors to the tax credits and the revenue streams of the individual projects.
The public-private funding model for infrastructure projects will only work if the projects
have sufficient revenue streams to provide a
return for investors who are risking their capital and to pay back the debt obligations of the
projects. Projects like gas pipelines, toll roads,
bridges, airports and water systems provide revenue streams that lend themselves to private
financing. The investors in these projects will
be granted the right, and undertaking the obligation, to design, build, finance, operate and

edge funds are increasingly
looking at outsourcing to alleviate cost pressures and lower
internal business risk around
staffing and technology maintenance.
However, this is a trend which has
mostly been seen in the middle- and
back-office functions and less so
in the front office. But as industry
experts highlight in this week’s issue,
a growing number of emerging managers are exploring outsourcing functions such as pre-trade analysis, soft
dollar/commission management,
syndicate management and posttrade activities.
EisnerAmper national head of business development Frank Napolitani is

maintain a public infrastructure project pursuant to a long-term concession arrangement.
These investors will receive demand-based
revenues (eg. tolls) or, in some cases, an availability payment from the public authority for
performance (regardless of demand).
In addition to sufficient revenue streams, private investors are typically concerned about the
consistency and predictability of the regulatory
framework around a certain type of project.
Investors need a regulatory framework that will
be in place beyond the terms of the current
local and federal administrations. Investors also
want to know how future projects might affect
the revenue streams of their current project and
how they can enforce their rights in the future.
Investors in infrastructure projects are
investing for the long term, typically 25 to
30 years, and they need to have a regulatory framework in place that will protect their
investment. This will be pivotal to appeal to
private investors and ensure the safety and
viability on their investments.
Bipartisan efforts to develop infrastructure
legislation have gained momentum, but it in
order to attract the kind of private investment
needed, these vehicles and projects need to
be structured properly, allowing for reasonable returns and within the parameters of a
fair regulatory framework. President Trump’s
emphasis on private investment for infrastructure will provide investment opportunities to
private investors in energy, airports, bridges,
roads and seaport projects.
For the current administration and Congress
to be successful, they will need to develop a
regulatory framework that protects the interests of the public and the private investors.
The government at all levels will have to work
with investors to develop private-public partnerships that provide benefits to meet the various investor needs. If that works, both investors and the public at large will benefit. n
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one observer who has noticed a considerable uptick in activity recently,
albeit from low levels, and predicts it
will continue to grow in popularity.
In addition to possible cost savings, outsourced trading can be beneficial to start-ups and emerging firms
by enabling them to trade more easily
in different jurisdictions and markets
outside their usual scope and by providing a well-established and experienced trading team for support.
Investor sentiment over such
actions has traditionally been mixed
due to worries about firms looking
to pass extra costs to the fund and
concerns about the quality of trade
execution being diminished.

Allocators say they are prepared to
countenance outsourced trading but
they need reassurance from managers
as to the motive for such a move and
evidence that the firm will not take
its eye off the ball in terms of trading
quality.
In this week’s analysis of outsourced trading, HFMWeek also
examines some of the misunderstandings regarding exactly what outsourced trading entails and speaks to
investors about their concerns.
This does not appear to be a trend
likely to explode in usage any time
soon, but an increasing number of
managers appear to be sold on the
benefits. n
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