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Industry Top Trends 2020 
Transportation Infrastructure 
Will the transportation sector be resilient enough? 

What’s changed? 
First effects of the China-U.S trade war. Robust year-to-date numbers 
notwithstanding, we have seen an impact from the China-U.S. trade war on those 
ports and airports that derive most of their revenues from container handling and 
air cargo, respectively. 

Increased climate risk awareness.  We have seen active decarbonization projects 
such as light rail and open road tolling, state or local initiatives to reduce emissions 
of infrastructure operators, and changes in climate that affect traffic levels.  

What to look for in the sector in 2020? 
Geopolitical factors/disruptions. Uncertainties regarding the U.K.'s exit from the 
European Union (Brexit) may weigh on transportation assets, principally, on U.K. 
airports' that we believe could be the most affected. 

Modifications of regulatory environments. We expect regulatory returns to be 
revised downward in Europe, as we observed already in other regulated sectors in 
this region. In Australia, however, no serious recommendations are being advanced 
to increase regulation of airports, and therefore we expect a stable scenario for 
2020. 

What are the key medium-term credit drivers? 
Growing capex needs. Capital expenditures (capex) will remain significant, mainly 
to address capacity constraints, tightening emissions regulations, and 
digitalization, including continued conversion by roads to all-electronic toll 
collection. 

M&A and investments in new jurisdictions. Merger and acquisition (M&A) activity 
is likely to remain high, particularly in EMEA and LatAm. The maturity of existing 
concession contracts in the upcoming years--specifically in EMEA--will lead major 
conglomerates to seek new opportunities, in particular in LatAm. 

Greater pressure on contractor balance sheets. There has been higher risk 
transfer from the public sector to private entities (more precisely, to construction 
and operation contractors), which is pressuring the margin and balance sheet of 
these entities and thereby increasing the credit risk profile of some projects.  
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Cross-sector outlook 
Revenue and traffic trends 

Despite the still strong figures of 2019, the weakening economic environment resulted in 
a deceleration of traffic growth. The impact has been deeper in regions like Latin America 
(LatAm) and Asia Pacific, which experienced high-double-digit growth rates in past years. 

A key credit driver for transportation assets will continue to be economic and, to a lesser 
extent, demographic trends, which have been favorable in recent years. A reversal of 
these favorable trends will adversely impact traffic. 

We revised downward the correlation within GDP and traffic growth for Europe, the 
Middle East, and Africa (EMEA), Asia-Pacific (APAC) and Latin America (LatAm). In EMEA 
we expect multiples to fall to 1x or even below in 2020, from 1.0x-1.5x in 2019 and 2x-3x 
in 2018. In LatAm we expect the correlation to remain in the 1.5x-2.0x range in 2020 from 
2.5x in 2019 on average. In APAC we expect it to be above 1.5x. These variables are 
subject to further modifications, particularly if a recession in the United States 
materializes or if airlines raise fares to cover higher fuel cost. 

Airports 

We expect modest growth across global and regional economies to continue to foster 
airport passenger growth in 2020 that will be below 2019’s figures. Main variables behind 
passenger volumes will include increasing traffic among low-cost carriers, incremental 
international tourism, and a shift from road transportation to air travel in some regions 
due to security concerns. On the flip side, the 737 MAX grounding, airline consolidations, 
and capacity constraints in some airports will moderate growth. 

Ports 

Overall we expect volumes to soften growth during the next couple of years and revenues 
growth to be slower.  

We believe Australian ports are better positioned versus competitors due to the landlord 
port model in operation at major cities. This model provides stable underlying revenue 
from ground leases linked to inflation, with the port having modest direct exposures to 
trade flows. Notwithstanding this, we expect both container and non-container traffic 
(including motor vehicles) will continue to slow, albeit still at positive growth rates. The 
ongoing drought will also affect exports of certain product. 

Roads 

After many years of volume traffic growth in excess of economic expansion across the 
globe, we forecast revenue stagnation as the economies’ growth slows down. 

Tolls will increase at inflation or slightly higher rates pursuant to concession agreements. 
In Chile, partly due to social turmoil, the Ministry of Public works (MOP) recently 
announced the elimination of the rates adjustment of 3.5% above Chile's CPI for all urban 
toll roads starting in January 2020. The MOP will negotiate a compensation mechanism 
with each toll road, as established in their concession contracts. Potential compensation 
mechanisms include an extension of the concession or additional payments at the end of 
the concession, both of which we believe wouldn't impact the toll roads' credit quality. We 
believe that under a more-stressed macro environment these measures could be 
replicated in other jurisdictions.  
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Airports 
Key assumptions 

1. Decelerating traffic growth 

We project lower traffic growth for 2020 for all regions, driven by the slowing global 
economy and, to varying degrees, by the continued grounding of the Boeing 737 MAX, 
airline consolidations, and increased protectionism and isolationism concerning capacity 
constraints--over 200 airports globally require landing slot coordination. 

2. Airport charges as a key driver for some regions 

A pool of European airports will face material tariff cuts in 2020, including Flughafen 
Zurich AG. Some airports could see a double-digit tariff cut beginning next year. 

3. Capital investments will vary widely across regions 

The amount will be largely driven by volume growth, existing capacity utilization, and 
opening up to the private sector, such as in the U.S. 

4. Rationalization of some hub airports 

Airline consolidation has historically translated into rationalization of some airport hubs 
in North America, and more could follow at the margins, although runway and airspace 
capacity at peak hours limits the large network carriers.  The remaining large U.S. legacy 
airlines run between 45%-53% of their total capacity through their top five airport hubs, 
with the exception of Southwest Airlines at 28%. 

Key risks and opportunities 

1. Terrorism, changing preferences and political risk could shift travel patterns 

Growing trends of protectionism and isolationism have the potential to limit traffic 
increases. Under Brexit, for example, U.K. citizens would be subjected to passport 
controls in EU countries (and vice versa), adding delays and congestion at airports 
throughout Europe. 

2. Investment pipeline is significant over the next three to five years 

While these investments are critical to supporting competitiveness, it’s likely the 
companies incurring new debt to finance expansion costs will see weaker credit metrics 
along with increasing costs. As an example, Heathrow's equity- and debt-funded 
expansion will cost around £14 billion between 2022-2026, and will raise the airport's 
capacity to 142 million passengers and 740,000 air traffic movements (ATMs) by 2050, 
from the current 80.1 million and 480,000 ATMs.  

3. M&A should create opportunities but could also challenge leverage 

We expect M&A in 2020 to continue amid low interest rates and liquidity available. 
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Key industry developments and outlook 

Geopolitical risk will remain a key driver, particularly in EMEA. Both the U.K. and EU have 
given repeated assurances that flights will continue post-Brexit. In our view, it is in both 
parties' interests to retain air traffic. In September 2019 the U.K. and EU updated the 
temporary air services agreement for the 12-month period to Oct. 31, 2020, to allow 
flights between the two areas under a no-deal scenario. However, the agreement does 
not allow U.K. airlines to operate intra-EU services after Brexit. Furthermore, airlines with 
EU operating licenses are required to be majority-owned and controlled by EU nationals, 
which will exclude the U.K. after Brexit.  

Airlines that we rate have been preparing themselves to minimize disruptions in such a 
scenario. For example, easyJet Plc, which accounts for over 40% of Gatwick's traffic, has 
set up a European subsidiary in Austria that has an air operator's certificate in the EU 
member state. This will enable easyJet to continue to fly intra-EU routes provided that 
the airline is majority owned and controlled by EU nationals. EasyJet has been proactively 
engaging with EU-27 member state investors and has achieved just over 50% ownership 
and control, and can maintain this, if necessary, via provisions in its articles of 
association allowing restrictions on voting rights or forced sale by non-EU national 
investors. Uncertainty remains as to whether the U.K. and EU will reach an air services 
agreement before the temporary agreement expires Oct. 31, 2020. Nevertheless, we 
expect both parties would at least extend the temporary agreement if necessary to 
minimize disruption to the air connectivity between the two blocs. 

Despite planning and taking steps to address predictable risks, in our view, unforeseen 
and difficult-to-predict developments could lead to traffic disruption, in particular under 
the no-deal Brexit scenario. However, we believe disruptions would likely be short-term. 
Disruptions could result from operational challenges such as additional border control 
requirements leading to longer queues at airports, in particular if customs resources are 
inadequate.  

Chart 1 

Aeronautical Revenues Participation (%) 

 
Source: S&P Global Ratings 
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Chart 2 

Average Aeronautical Revenues /PAX ($) 

 
Source: S&P Global Ratings 
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airport congestion and continuing passenger traffic growth in countries like India, 
Vietnam, Philippines, and Indonesia will lead accelerated expansion plans or new airport 
development projects. Rated airports like Delhi International Airport Ltd. and GMR 
Hyderabad International Airport Pvt. Ltd. have nearly doubled their capex plans, 
expanding the airports three to five years before initial plans. 

In South and Southeast Asia--projected to have the fastest passenger traffic growth till 
2040 (as per World Airport Traffic Forecasts)--many governments are aiming to transfer a 
greater share of risks onto airport developers. Under a new public-private partnership 
(P3) model, the government of India has awarded six concession agreements for 
brownfield airports based on fee-per-passenger to be paid by the winning bidder. This 
exposes the airport operators to market risk due to changes in passenger traffic and price 
caps. But existing concessions benefited from assured returns on the regulated asset 
base, with full pass-through of costs and capital spending along with a "true up" 
mechanism if traffic volume was lower than anticipated. Thailand also finally awarded a 
$7 billion high-speed train project linking three airports, after drawn-out negotiations 
over concerns over distribution of risks, including for land acquisitions.  
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Ratings trends and outlook 

Global Airports 
Chart 3 

Ratings distribution 

 
Chart 4 

Ratings outlooks 

 
Chart 5 

Ratings outlook net bias 

 
Source: S&P Global Ratings. Ratings data measured at quarter end. Data for Q4 2019 is end October, 2019 
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Industry credit metrics 

Global Airports 
Chart 6 Chart 7 

Debt / EBITDA (median, adjusted) FFO / Debt (median, adjusted) 

  
Chart 8 Chart 9 

Cash flow and primary uses Return on capital employed 

  
Source: S&P Global Ratings, S&P Global Market Intelligence. All figures are converted into U.S. Dollars using historic exchange rates. Forecasts are 
converted at the last financial year-end spot rate. FFO--Funds from operations. 
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Ports 
Key assumptions 

1. Increasing sensitivity to trade/tariff disputes 

The impact of the trade dispute have been somewhat diluted by a buoyant first half of 
2019; however, we anticipate volume will soften in 2020 due to slower U.S. and global 
economic growth, with trade or tariff disputes possibly further depressing cargo volumes. 

2. Solid business positions 

In general, major container ports that we rate benefit from solid business positions 
serving regional markets, an operational model that transfers the risks of cyclicality in 
container flows to terminal operators, and strong management practices that buffer 
credit quality. Ports rated in APAC are also mostly contracted or regulatorily protected 
and, therefore, are less exposed to competition. 

Key risks and opportunities 

1. Trade disputes could impact volumes 

There could be an impact on direct trade if absolute trade flows fall, and on relative trade 
if manufacturing patterns begin to shift. The latter has been the case for the Panama 
Canal, with a decrease in container volumes (from or to the U.S. and China, its two main 
relevant clients), but the steady flow of liquid natural gas (LNG) and liquefied petroleum 
gas (LPG) shipments compensated for the decrease of revenues. 

2. Pressure to stay competitive  

Competition with other ports in accommodating large vessels has fueled terminal 
enhancements and long-term investments to add capacity and debt. North America East 
Coast ports are benefiting from the increase in large container ships and capacity 
enhancements to accommodate them, as well as congestion and rising costs of West 
Coast ports. 

3. Shipping companies consolidate cargo 

We have yet to see increasing consolidation cargo among fewer shipping companies via 
vessel sharing and alliances for lower cargo volumes at ports. 

Overall we expect volumes to soften growth during the next couple of years and revenues 
growth to be slower. We believe Australian ports are better positioned versus competitors 
due to the landlord port model in operation at major cities.  

We expect origin and destination ports like in Indonesia and India to show greater 
resilience than transshipment ports in countries like Singapore. However, realignment of 
supply chain networks due to trade tariffs remains a wildcard and can impact trade flows 
within the region and globally.  
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Chart 10 

Chinese Ports YOY change 

 
Source: S&P Global Ratings, Panjiva 

Chart 11 

S&P Global  Ratings Exposure 

 
Source: S&P Global Ratings, Panjiva 
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Chart 12 

All Ports Exposure 

 
Source: S&P Global Ratings 
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Ratings trends and outlook 

Global Ports 
Chart 13 

Ratings distribution 

 
Chart 14 

Ratings outlooks 

 
Chart 15 

Ratings outlook net bias 

 
Source: S&P Global Ratings. Ratings data measured at quarter end. Data for Q4 2019 is end October, 2019 
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Industry credit metrics 

Global Ports 
Chart 16 Chart 17 

Debt / EBITDA (median, adjusted) FFO / Debt (median, adjusted) 

  
Chart 18 Chart 19 

Cash flow and primary uses Return on capital employed 

  
Source: S&P Global Ratings, S&P Global Market Intelligence. All figures are converted into U.S. Dollars using historic exchange rates. Forecasts are 
converted at the last financial year-end spot rate. FFO--Funds from operations. 
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Roads and Car Parks 
Key assumptions 

1. Traffic levels are moderating 

We expect traffic levels to moderate across all regions in 2020, even in North America, 
where recently expanded tolling technology is allowing for easier toll increases and 
congestion pricing, resulting in above-inflation-adjusted toll increases.  

Our forecasts include traffic growth in line with or slightly below economic activity in 
EMEA, North America, and APAC in 2020 and outpacing the regional GDP expectations in 
LatAm (we forecast the correlation to be between 1.5x and 2x in the latter’s case). The 
performance in LatAm is fueled by a more robust traffic performance on less mature 
assets that continue to benefit from new toll-road users and by the recovery in traffic 
volumes in Brazil as the economic activity recomposes after several years of recession. 

2. Demanding capital expenditures 

We anticipate large investments in most regions due to economic stimulus programs, or 
potential disruption (electrification or, in the car park business, the development of 
electric vehicles and diversification of services provided). We expect these works to be 
compensated either through tariff increases or extension of concession terms, thus 
benefitting the contract duration of single-asset and portfolio asset operators. In Europe, 
we will see the "Plan de Relance Autoroutier" in France, which aims to modernize the 
motorway infrastructure while providing economic stimulus in the regions, and the 
European Fund for Strategic Investments to expand Spain's road network. The major 
Australian cities of Sydney, Melbourne, and Brisbane are all also undergoing significant 
road-related construction to address the impacts of congestion in urban areas due to 
population growth. In many instances these additions to the road network are either 
enhancements to existing toll roads or new roads connecting to the network 

3. Demanding capital expenditures 

Competition from technology used by transportation network companies such as Uber 
and Lyft is beginning to destabilize the business model of carparks 
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Key risks and opportunities 

1. Technology enhancing the business model 

We expect continued evolution and implementation of technology in the toll sector, 
enhancing and expanding revenue collection, and maximizing strategies of infrastructure 
providers. 

2. Weather disruptions 

Unusually higher rain or snow days will likely continue to impact commuter traffic and car 
parks, and the increased severity and frequency of extreme weather events will require 
investments by operators to harden assets and upgrade design standards. 

3. Concessions coming to maturity and not retendered 

The decision from the grantor not to retender some toll-road Spanish concessions 
exposes operators to cash flow expiration. This is the case for Abertis portfolio, where 
Acesa and Aumar are expiring in 2019 and 2021. This contributes to the support 
company’s international expansion and signals that roads may no longer be privately 
managed when concessions come to maturity, reflecting political agendas/priorities. The 
main challenge for Abertis consists of replacing the existing high quality of cash flow from 
these concessions without having major implications to its credit fundamentals. The 
existing assets are located in a low-risk country, generate strong cash flows, and have no 
debt. 

Ratings Industry Developments and Outlook 

Toll-road investments will remain high, particularly in countries such as Colombia, which 
is still developing its fourth-generation toll-road program, and Indonesia or Australia. 
Meanwhile, India is pushing hybrid model, with the government sharing 40% of the 
project development cost, to revive private sector investments.  

This construction-related expenditure will see debt levels continue to increase and could 
see financial ratios weaken in the short term in advance of traffic coming on-line. 
However, in the case of some toll-road operators, including Transurban, financial ratios 
are largely unaffected as the operator has raised significant amounts of equity to fund 
construction and will then introduce debt over time as traffic revenues increase. 

Lastly, we believe M&A will continue. In Europe it will be mostly related to those 
conglomerates that are exposed to loss of cash flows from concession expiration. Abertis, 
for example, announced on Oct.11 the acquisition of a 50.1% stake into Mexican toll-road 
operator Red de Carreteras de Occidente for about €1.5 billion. We expect the transaction 
to support Abertis' strategy in replenishing the loss of cash flows of some key Spanish 
concessions expiring in 2019 and 2021, although it adds pressure on tight financial 
headroom and increases exposure to soft currency and country risk. In this context, we 
expect Brazil to capture attention for the auction of at least five new federal concessions 
in 2020 and a new round of road concessions in the State of Sao Paulo, which includes a 
1,273 kilometers of new concession--Piracicaba-Panorama road--requiring $3.5 billion 
capex, scheduled to be auctioned on Nov. 28, 2019. 
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Ratings trends and outlook 

Global Roads and Car Parks 
Chart 20 

Ratings distribution 

 
Chart 21 

Ratings outlooks 

 
Chart 22 

Ratings outlook net bias 

 
Source: S&P Global Ratings. Ratings data measured at quarter end. Data for Q4 2019 is end October, 2019 
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Industry credit metrics 

Global Roads and Car Parks 
Chart 23 Chart 24 

Debt / EBITDA (median, adjusted) FFO / Debt (median, adjusted) 

  
Chart 25 Chart 26 

Cash flow and primary uses Return on capital employed 

  
Source: S&P Global Ratings, S&P Global Market Intelligence. All figures are converted into U.S. Dollars using historic exchange rates. Forecasts are 
converted at the last financial year-end spot rate. FFO--Funds from operations. 
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Rail and Transit 
Key assumptions 

1. Falling ridership 

We expect negative pressure on ratings in North America due largely to continued 
declines in ridership levels and ongoing pressures to support rising operational costs and 
find funding sources for very large capital investments. 

Key risks and opportunities 

1. Transit needs additional funding sources 

We expect negative pressure on ratings in North America due largely to continued 
declines in ridership levels and ongoing pressures to support rising operational costs and 
find funding sources for very large capital investments. 

2. 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 in the 
attempt to defend their market position, which will add pressure to their already 
leveraged credit profiles, as well as their low profitability. 

3. Decarbonization is a driver 

We are seeing increasing investments in light rail being driven by government policies 
that favor less carbon-intensive transportation choices. 

4. Upside from urbanization, downside from TNCs 

Factors that have led to drop in ridership include eroded service levels, more people 
working from home, and competition with transportation network (TNC) companies. 
Urbanization and associated potential lower car ownership may be a plus, but pressure 
could continue if autonomous electric cars prove successful. 

 

Related Research 
– Why The Transportation Sector Is On A Fast Track To Get Greener,  May 10, 2019 
– The Road Ahead For Autonomous Vehicles, May 14, 2018 
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