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Transportation Infrastructure 
M&A, regulation, and politics pose risks to stable outlook  

What’s changed? 
The sector remains resilient. The outlook for business conditions and the credit 
quality of most airports, railways, and toll roads are broadly stable, despite 
macroeocnomic and geopolitical uncertainty.  

Traffic is slowing. European passenger and road traffic growth is slowing. We 
expect traffic growth volume multiples of GDP to fall to 1.0x-1.5x from 2x-3x. 

Revenues and profitability are holding up. Earnings have remained strong. Some 
airports’ earnings should be challenged in the medium term amid the prospect of 
cuts in aeronautical charges. Meanwhile, operating expenditure on customer 
services has increased and is placing pressure on the rail sector’s profitability.  

What to look for 
Regulatory returns are being revised downward for airports. Low interest rates 
and strong operating performance will likely weigh on regulatory returns in the next 
regulatory periods. This may result in a material drop in aeronautical charges for 
some airports under regulatory review. We expect airports' currently healthy credit 
metrics to deteriorate and therefore reduce headroom in the ratings.   

Brexit. The heightened short-term uncertainty around transport policies and the 
potential for weaker macroeconomic conditions under different Brexit scenarios 
may weigh on U.K. transportation companies' performance and credit quality.  

Consequences of the Genoa bridge collapse. The Genoa tragedy raised 
reputational, regulatory, and political considerations, as well as an uncertain 
financial impact. Uncertainty over the possible revocation of the motorway 
concession managed by Atlantia's subsidiary Autostrade per I'Italia has triggered 
our CreditWatch negative placement on Atlantia. 

Rail liberalization challenges operating models. The sector is preparing for the 
start of competition in EU domestic rail passenger markets from 2020. Rail 
companies are ramping up investments and operating expenditure, which will add 
pressure to their already leveraged credit profiles, as well as their low profitability.  

What are the key credit drivers? 
M&A will continue. Depending on the nature and structure of such transactions, 
M&A activity is likely to be the main reason for rating actions.  

Growing capex needs. Increased capex to address capacity constraints, tightening 
emissions regulations, and digitalization is likely to hamper companies’ ability to 
generate free operating cash and cause them to increase leverage to finance their 
needs at a time when we foresee pressure on tariffs.  

Leverage could tighten rating headroom. High leverage for transportation 
infrastructure companies stemming from M&A, rigid shareholder distributions, and 
capex could exacerbate the effects of a slowdown in traffic performance and tariff 
cuts, resulting in negative rating actions. 

Latest Related Research 

– Research Update: Atlantia Ratings Placed On CreditWatch Negative On 
Heightened Downside Risk From ASPI Concession, July 11, 2019 

– Research Update: Irish Airport Operator daa PLC Outlook Revised To Stable On 
Expected Lower Tariffs; 'A-' Rating Affirmed, July 3, 2019 

Outlook Distribution 

Ratings Statistics (Last 12 months) 

IG SG All
Ratings 19 31 50 

Downgrades 0 10 10 

Upgrades 6 7 13 

Rating Distribution 

Sector Forecasts (2019) 

IG SG All
Rev. CAGR ‘18-20 2.6% 3.5% 2.9% 

EBITDA Margin 20.3% 17.8% 19.5% 

EBITDA CAGR ‘18-20 4.2% 9.1% 5.6% 

Debt/EBITDA 3.0x 4.5x 3.4x 

FFO/Debt 26% 16% 22% 

Average S&P Adjusted EBITDA 
Margin by Subsector 
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