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Infrastructure package a victory for Biden
and Australian investors
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Washington | Australian superannuation funds and other investors are celebrating
a record $US1.2 trillion ($1.6 trillion) bipartisan infrastructure package approved by
the US Senate that looks likely to be passed into law.
The win for President Joe Biden came as it appeared a tied $US3.5 trillion spending
bill would now gain enough support from Democrats for both historic measures to
proceed.

US President Joe Biden says calls that the infrastructure bill as already dead has proved to be premature. AP

The 69-30 infrastructure vote, with the support of 19 Republicans, was a
breakthrough that Mr Biden said would enable the “clogged arteries at the heart of
our economy” to open.
“The reported death of this legislation was premature,” Mr Biden said, noting that
he had phoned key Republicans over the weekend to shore up support in exchange
for a pledge to not raise taxes or fees.
The bipartisan deal includes big-ticket items such as $US65 billion on broadband;
$US110 billion on roads, bridges and major projects; $65 billion on power
generation and distribution; $US66 billion on passenger and freight rail; $US25
billion on airports and $US55 billion for water infrastructure.
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The bill still faces hurdles in the House of Representatives, which is scheduled for
summer recess until September 20. Speaker Nancy Pelosi, under pressure from the
left of her party, has said she will not allow a vote on the bipartisan package until
the Senate has passed the separate $US3.5 trillion ($4.8 trillion) package aimed at
family support, health and education programs and renewable energy.
Mr Biden is confident both major spending bills will be approved.
“I think I will have two bills on my desk. I will get both. I think we will get enough
Democrats to vote for [the $US3.5 trillion bill],” Mr Biden said.
The infrastructure bill lists several public-private partnership (PPP) grant
programs that could easily qualify for federal assistance, such as in electricity grid
security, transportation and broadband.
Infrastructure specialists such as Macquarie and Transurban are lined up to take
part.
Macquarie Group’s asset management division last month raised $US6.9 billion,
well over its $US5 billion target, for its latest fund dedicated to investing in North
American infrastructure,

The bill would give rise to more federal incentives for state government
infrastructure, where real opportunities are, said Macquarie Infrastructure
Partners chief executive Karl Kuchel.
“We’re particularly pleased to see recognition of the important role that private
capital can play in helping to rebuild America’s infrastructure,” he said.
“Over time, we hope state and local authorities will expand partnerships with the
private sector to deliver infrastructure projects, given the explicit support offered
by this federal legislation,” Mr Kuchel said.

“The passage by the Senate is a positive step towards the bipartisan infrastructure
bill becoming a reality.”
Emeka Moneme, Transurban’s North America vice president of strategy, said the
bill could translate into state-based projects in which the company would seek to
invest.
“The [bill] will help public investment in infrastructure go further by inviting
private capital to invest alongside government, reducing the burden on taxpayers,”
Mr Moneme said.

“The bill’s expansion of Private Activity Bonds, improvements to [credit programs],
and new grants to state governments to develop [PPP] capacity all serve to amplify
opportunities for private capital to come to the table for meaningful investment in
America’s infrastructure future,” he said.
Alex Tureman, founding partner and CEO of Bondi Partners, who advises major US
and Australian infrastructure companies and investors, said he was confident the
bill, once approved, would set off a wave of infrastructure investment.
“I believe Speaker Pelosi and Democratic House leadership will whip the votes they
need to get this bill across the finish line. There’s too much to lose, both politically
and as a country, if this measure fails,” Mr Tureman said.
He said that while the bill highlighted PPPs it also mentions how foreign allies such
as Australia would be seen more favourably for investment partnerships.
“The bill highlights cooperation with foreign countries and companies as needing
to be considered on a case-by-case basis. That includes contractors, asset managers
and sovereign wealth funds,” Mr Tureman said.
“It specifically references foreign concession agreements and contracting as being

in the Secretary of Transportation’s discretion, although that will need to be fleshed
out depending on the asset and its criticality. Naturally, US adversaries will be
extremely limited, and more likely excluded, in their ability to invest in the US.”

Australian investors such as Transurban and IFM Investors have steadily managed
to invest in everything from toll roads to ports, with the proceeds flowing to
governments which then allocate the windfall to new infrastructure.
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The vote also is a significant achievement for the bipartisan group of 22 senators
led by Republican Rob Portman of Ohio, Democrat Senator Joe Manchin of West
Virginia and Democrat Kyrsten Sinema of Arizona.
Republicans can claim a victory in that the package includes big spending on their
priorities without raising taxes, while Mr Biden can lay claim to an
accomplishment decades in the making without including unpopular gas taxes or
other levies that would have hit the middle class.
Other bipartisan attempts to alter the bill, including an amendment that would
allow state and local governments to use some of their unspent COVID-19 relief
funds on infrastructure projects, also fell by the wayside.
The Congressional Budget Office said the infrastructure legislation would add
$US256 billion to the federal budget deficit over the next decade. The CBO has

previously forecast the deficit would hit $US3 trillion this year alone before
narrowing to $US1.15 trillion in 2022.
Republicans who opposed the plan as too expensive cited the CBO’s prediction of
additional debt and warned the bill could spur additional inflation.
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