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In 2024, listed infrastructure produced exceptional returns. Easing monetary policy and the 
expectation of a dramatic increase in the need for power for generative AI were the largest drivers of 
performance.  With the US election now in the rear-view mirror and Trump’s pro-growth, pro-energy, 
anti-regulation, anti-immigration and anti-trade stance driving inflation expectations higher, we think 
infrastructure will see higher earnings growth expectations going forward, boosting valuations. 

Some subsectors of infrastructure overcame tepid sentiment in 2023 to turn outright euphoric in 2024, with 
nuclear and gas power generation along with some well-located midstream networks being prime examples. 
Although last year’s performance was strong, we don’t believe the investment opportunity in infrastructure has 
been fully exhausted. On the contrary, we see the positive trends exhibited last year continuing to drive returns 
into 2025.

Infrastructure is more supply-constrained than almost any time in recent memory. Because of the rapid 
deployment of AI, power infrastructure will need to undergo a generational build-out at a rate not seen in at least 
50 years. Congestion in urban areas is back at or above pre-COVID levels. The emerging trade themes of near-
shoring and domestic manufacturing are likely to strain to freight rails, ports and other transport infrastructure.
 
AI has transformed the demand picture for Energy
The generative AI revolution has profoundly altered energy demand forecasts for the foreseeable future because it 
is a particularly power-hungry form of computing. The scale of generative AI data centres is immense, with single 
campuses often requiring hundreds of megawatts of power and billions of dollars in investment. McKinsey notes 
that average power densities have more than doubled in just two years and could nearly double again. Many more 
data centres will be needed as AI use-cases are adopted. The current trend suggests that global demand for data 
center capacity could rise at an annual rate of between 19 and 27 percent from 2023 through 2030 to reach an 
annual demand of 171 to 298 gigawatts (GW).

Source: McKinsey & Company.
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The “Time to Power” Problem
This escalating demand presents a critical “time to power” challenge for the tech industry, which requires 
immediate and reliable energy solutions. This demand is straining local utilities to the point that they are turning 
away customers and extended their timelines for interconnection. In northern Virginia, the data centre capital 
of the world, the local utility recently extended the time it will take for large (100MW+) data centre projects to 
connect to the grid to 4-7 years, up from 1-4 years previously. There have also been reports of hyperscalers 
backing out of development deals given a lack of clarity around obtaining sufficient electricity to power those 
projects. To avoid a deficit, at least twice the data center capacity built since 2000 would have to be built in less 
than a quarter of the time.

While decarbonization remains a priority, natural gas still has a role to play in bridging the gap to when additional 
dispatchable baseload power from nuclear and energy storage comes online. This convergence of AI and 
decarbonization has created unprecedented investment opportunities in the infrastructure sector, across data 
centers, power generation, and utility networks. While historical power consumption growth averaged a modest 
0.5% annually, the next two decades are projected to witness a six-fold increase, primarily fueled by the energy-
intensive nature of AI data centers. Industry executives are now pursuing a diversified “all of the above” energy 
strategy, incorporating a mix of renewables, natural gas, nuclear power, and emerging technologies.

While we are allocating across the spectrum of power generation technologies, we believe Bloom Energy offers 
a compelling solution by providing rapid deployment of fuel cells for on-site power generation. Unlike traditional 
grid connections which can take years to establish, Bloom can deliver, install, and power a site within months. 
This agility is crucial for tech companies seeking to capitalize on the rapidly evolving AI landscape. Moreover, 
Bloom Energy’s technology addresses key industry needs: affordability, reliability, and a path to clean energy 
through carbon capture and fuel switching capabilities, including the potential for hydrogen utilization.

Alberta and the Permian Basin are Prime Locations for Data Centres

The energy industry has long lamented the challenges of building pipeline capacity from places where energy is 
produced to places where it is consumed. While this obstacle still remains, the industry is uniquely positioned to 
provide a solution to the “Time to Power” problem by attracting data centres to Alberta and the Permian Basin – 
where almost unlimited reserves of natural gas produce the cheapest electricity in the developed world. These 
markets have excess power generation capacity without the need for significant capital investment to boost 
utilization.

Source: Desjardins.

US has some of the lowest industrial energy costs in the Developed World
Average Industrial Electricity rates, USD per MW/h
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Power producers in Alberta and Texas are proposing to co-locate data centres with their own existing under-
utilized power generation units. These ‘microgrids’ solve a lot of problems:

1. Fuel: The natural gas trapped without adequate egress capacity is a cheap fuel source for local power 
generation.

2. Water: Recycled water from oil and gas production can be used as an abundant source of cooling. 
3. Microgrid: Developing power generation facilities onsite that are independent of the grid does not burden the 

transmission system and local utilities.
4. Regulation: Avoids regulatory scrutiny resulting from adding substantial load to the electric grid and causing 

power prices to rise.
5. Renewables: Plenty of land available for wind and solar farms to supplement power generation.

As of this writing, there is 6 GW of demand from data centers currently in the queue for Alberta and 30-40GW in 
Texas. This demand growth was a driver of returns in 2024, resulting in the sector posting its largest inflow since 
2017. We expect positive inflows again in 2025 as successful execution of the currently slated projects will serve 
as proof of concept and provide better visibility into the runway for growth ahead.

Midstream Fund Flows

Source: Citi.

Renewables: A Challenging Year, but Long-Term Potential Remains

Source: BNP Paribas Exane.

We remain bullish on the prospects for the renewable energy sector despite its post-COVID underperformance. 
Optimism about the energy transition and future growth of the renewables sector drove valuations to unsustainable 
levels during 2020-2021 period. The subsequent decline was a correction in investor sentiment attributable to rising 
interest rates and supply chain challenges. While the headwind of interest rates increases has eased somewhat, 
valuations are far less demanding and long-term demand thematics remain intact.

Midstream Fund Flows
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Source: KKR Market Review. Infrastructure. November 2024.

The levelized cost of energy from all renewable sources is now cost competitive with fossil fuel-based sources. 
Technology continues to advance rapidly and the cost of renewable power will likely continue to decrease over time.

Companies in the sector are broadly trading at a significant discount to intrinsic value even as they continue 
to advance their respective development pipelines. As new projects come online and generate cash flow, the 
companies that own the assets become better value propositions for investors. If public markets fail to respond, 
renewables become prime M&A targets for both strategic and financial buyers. Based on our estimation, we see a 
high probability of mean reversion for renewables in 2025 set against a very low probability of incremental downside 
from here.

Steady Growth Ahead

As we transition into 2025, we remain optimistic about the long-term potential of infrastructure. Digital connectivity, 
driven by AI adoption, and ongoing investment in energy and transport systems provide compelling opportunities.  
While US treasury bond yields have risen since the election, higher expected inflation is positive for infrastructure 
due to the pass-through mechanisms.  Using valuation as our guide, we remain focused on high-quality 
infrastructure businesses that generate above-average returns across the economic cycle, exhibit capital discipline 
and are driven by secular growth tailwinds.

The Starlight Global Infrastructure Fund is a concentrated portfolio of 40 high-quality global infrastructure 
companies with a track record of increasing their cash flows and distributions annually.  In 2024 the portfolio 
generated 34 distribution increases with an average increase of 12.5%.  The Starlight Global Infrastructure Fund, 
Series F’s current distribution rate is 5.2%, and 84% of it was taxed as return of capital in 2023.1

We invite you to partner with us in harnessing these opportunities in 2025.

Starlight Capital

The Levelized Cost of Energy

1 As of December 31, 2024.
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Invest With Us
For more information on our investment solutions, learn more at starlightcapital.com 

or speak to our Sales Team.

Important disclaimer.
The views in this update are subject to change at any time based upon market or other conditions and are current as of January 15, 2024. While all material is deemed 
to be reliable, accuracy and completeness cannot be guaranteed. 

Certain statements in this document are forward-looking. Forward-looking statements (“FLS”) are statements that are predictive in nature, depend upon or refer 
to future events or conditions, or that include words such as “may,” “will,” “should,” “could,” “expect,” “anticipate,” “intend,” “plan,” “believe,” or “estimate,” or other 
similar expressions. Statements that look forward in time or include anything other than historical information are subject to risks and uncertainties, and actual results, 
actions or events could differ materially from those set forth in the FLS. FLS are not guarantees of future performance and are by their nature based on numerous 
assumptions. Although the FLS contained herein are based upon what Starlight Capital and the portfolio manager believe to be reasonable assumptions, neither 
Starlight Capital nor the portfolio manager can assure that actual results will be consistent with these FLS. The reader is cautioned to consider the FLS carefully and 
not to place undue reliance on FLS. Unless required by applicable law, it is not undertaken, and specifically disclaimed that there is any intention or obligation to 
update or revise FLS, whether as a result of new information, future events or otherwise. Commissions, trailing commissions, management fees and expenses all may 
be associated with investment funds. Please read the prospectus before investing. Investment funds are not guaranteed, their values change frequently, and past 
performance may not be repeated. 

The content of this document (including facts, views, opinions, recommendations, descriptions of or references to, products or securities) is not to be used or 
construed as investment advice, as an offer to sell or the solicitation of an offer to buy, or an endorsement, recommendation or sponsorship of any entity or security 
cited. Although we endeavour to ensure its accuracy and completeness, we assume no responsibility for any reliance upon it. Please read the offering documents 
before investing. Investors should consult with their advisors prior to investing.

Starlight, Starlight Investments, Starlight Capital and all other related Starlight logos are trademarks of Starlight Group Property Holdings Inc.

Starlight Capital
1400–3280 Bloor Street West
Toronto, Ontario, Canada M8X 2X3
info@starlightcapital.com
1-833-752-4683
starlightcapital.com

Investment Management Team

About Starlight Capital

Hisham Yakub joined Starlight Capital in February 2023 as Senior Portfolio Manager. He has over 10 years of experience 
in the investment industry.

Mr. Yakub most recently held a position with a boutique Toronto-based investment management firm as an Investment 
Analyst and Portfolio Manager. He also spent the first six years of his business career focused on developing software 
tools for portfolio management applications. He progressed through several roles across the industry and finished his 
pre-MBA career at CPP Investment Board.

Mr. Yakub holds the Chartered Financial Analyst and Financial Risk Manager designations and earned a Master of 
Business Administration from the Rotman School of Management at the University of Toronto in 2013 and an Honours 
Bachelor of Business Administration degree with a specialization in Information Systems from York University.
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Starlight Capital is an independent Canadian asset management firm with over $1 billion in assets under management. We manage Global 
and North American diversified private and public equity investments across traditional and alternative asset classes, including real estate, 
infrastructure and private equity. Our goal is to deliver superior risk-adjusted, total returns to investors through a disciplined investment 
approach: Focused Business Investing. Starlight Capital is a wholly-owned subsidiary of Starlight Investments. Starlight Investments is 
a leading global real estate investment and asset management firm with over 360 employees and $28B in AUM. A privately held owner, 
developer and asset manager of over 66,000 multi-residential suites and over 7 million square feet of commercial property space. Learn more 
at www.starlightcapital.com and connect with us on LinkedIn at www.linkedin.com/company/starlightcapital/


