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Key Takeaways
We believe power demand has potential to rise significantly in the coming years - largely due to the 
expansion of artificial intelligence (AI) data centers - that may increase the use of natural gas for 
electricity generation. We believe publicly traded U.S. midstream companies are well-positioned to 
benefit from this trend by linking end-user demand with natural gas supplies. These companies own 
and operate most of the country’s natural gas transmission systems, giving them a strong competitive 
edge. This advantage may allow them to have solid return potential on new growth projects and has 
the potential to enable attractive, long-term value creation—without the need to take on material 
amounts of new debt or raise money through equity capital markets.

Furthermore, while the AI story is well-known and expected to drive the next wave of midstream 
growth, the sector's strong free cash flow yield and growth of that free cash may drive a solid, 
compounding total return for years to come.
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Planned Utility Gas Capacity Additions (GW)OBSERVATION 1

The Link Between 
Utilities and Midstream 
Is Strong
Natural gas has long been a critical component of the power generation 
value chain, due to its reliability, abundance, and lower emissions profile 
relative to other dispatchable hydrocarbons. 

In fact, between 2018 and 2023, a period which saw no 
net power load growth and the proliferation of wind and 
solar, natural gas grew its share of the power stack by 8%, 
exceeding wind and solar's 6% growth rate. 

In 2024, power demand growth projections began to accelerate, and the 
forward outlook for domestic natural gas demand began to grow in tandem. As 
recently as 2021, a sampling of utilities’ integrated resource plans (“IRPs”) that 
represent ~50% of power generation in the U.S. showed an expectation of slow, 
but steady growth in new natural gas generation through 2035 in the U.S. By the 

summer of 2025, that same sampling of utilities projected an incremental ~100 
gigawatts of new natural gas capacity by 2035 compared with the more muted 
outlook from four years prior. At the same time, the U.S. is developing its second 
(and third) wave of natural gas liquefaction (which yields liquefied natural gas, or 
LNG) infrastructure to export U.S. gas abroad. We believe these trends are 
tailwinds for natural gas infrastructure operators to grow alongside burgeoning 
demand and generate potential attractive returns on capital. 

Sources: Rocky Mountain Institute, "The State of Utility Planning, 2025 Q2," July 15, 2025. https://rmi.org/the-state-of-utility-planning-2025-q2/. Chart includes 
projections from 128 IRPs, covering 47% of electricity delivered to U.S. There is no assurance that such events or projections will occur, and actual outcomes may 
be significantly different than those shown here.
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Listed Midstream Companies Benefit 
from Competitive Advantages

OBSERVATION 2

There are undoubtedly multiple avenues for investors to participate in the AI and data center build-out. However, we believe midstream 
is unique in that most of the existing U.S. natural gas value chain resides in the hands of publicly listed companies. Projected power 
demand growth is expected to be broad-based and span the map of the United States, with several large-growth markets only serviced 
by a small number of pipelines. As a result, we believe incumbents stand to benefit as natural barriers to entry help to protect and 
enable strong current returns on invested capital.

The combination of the incumbency advantage that listed companies possess and the geographic advantage that certain companies 
possess in any given demand center have contributed to increasing returns on capital projects relative to prior build cycles.

As an example, the current capital backlog of one U.S. midstream operator of $7.6 billion, 
which consists primarily of natural gas transmission projects, is being built at a 5.6x EBITDA 
multiple. We believe this is a very attractive value proposition for long-lived assets with long-
term minimum volume commitments and compares to our historical estimate, and an 
investment multiple often cited by energy infrastructure management teams, of a 6x-8x 
EBITDA investment multiple. 
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Corporate Finance Models Drive Value Creation
OBSERVATION 3

Midstream companies today look very different from those a decade ago. Ten years ago, the average 
company was paying out most of its distributable cash flow to investors and sourcing most of its capital 
expenditure needs from debt and equity markets. Ultimately, this corporate finance model proved to be 
unsustainable. The need to re-plumb the U.S. with new hydrocarbon infrastructure to accommodate 
volume growth proved to be too large for capital markets to be able to satisfy. This evolution resulted in 
some challenging years, resulting in poor returns and reductions in distributions to investors.

Since 2020, the sector has transformed. Leverage levels for both investment-grade and high-yield 
midstream companies have meaningfully declined. With improved financial flexibility, a typical midstream 
company can currently satisfy both its dividend and its capital backlog with internally generated free cash 
flow, oftentimes generating excess operating cash flow left over to reduce debt further or buy back stock. 
What’s more, as midstream companies continue to grow over time, we are optimistic that they can continue 
to de-lever organically as projects get placed into service and begin generating cash flows.

Sources: Company reports, FactSet and Wells Fargo Securities, LLC estimates. There is no assurance that such 
events or projections will occur, and actual outcomes may be significantly different than those shown here.
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High-Yield Rating Agency Leverage
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Ultimately, we believe the path forward for energy infrastructure is an attractive one—strong underlying business fundamentals, 
supported by domestic and international growth in natural gas demand—enhanced by defensive corporate finance models and 
strong balance sheets, compelling income, and anticipated growth of that income.

Moreover, as company costs of capital have improved and project returns have gone up (as noted in the example above), the “value 
creation spread” (the spread between project returns and cost of capital) continues to widen. We believe this value creation spread 
offers a compelling investment opportunity that is fairly unique to midstream listed infrastructure. 

Sources: Wells Fargo, Brookfield Public Securities Group, Bloomberg.
Past performance is not indicative of future returns. ROIC = return on invested capital. WACC = weighted average cost of capital. Growth capital spending according to Wells 
Fargo Securities, LLC estimates and based on copmany reports. Rolling 5-Year Cash ROIC based on "Summary of Cash Returns Over Our Last Nine 'Show Me The Money' Reports" 
according to Wells Fargo Securities, LLC. Estimated WACC based on Bloomberg WACC's of Brookfield midstream coverage universe. There is no assurance that such events or 
projections will occur, and actual outcomes may be significantly different than those shown here.
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are subject to change at any time. Brookfield disclaims any responsibility 
to update such views and/or information. This information is deemed 
to be from reliable sources; however, Brookfield does not guarantee its 
completeness or accuracy. This publication is not intended to and does not 
constitute an offer or solicitation to sell or a solicitation of an offer to buy 
any security, product or service (nor shall any security, product or service 
be offered or sold) in any jurisdiction in which Brookfield is not licensed to 
conduct business and/or an offer, solicitation, purchase or sale would be 
unavailable or unlawful. 

Opinions expressed herein are current opinions of Brookfield Public 
Securities Group LLC, including its subsidiaries and affiliates, and are subject 
to change without notice. Brookfield Public Securities Group LLC, including 
its subsidiaries and affiliates, assumes no responsibility to update such 
information or to notify clients of any changes. Any outlooks, forecasts 
or portfolio weightings presented herein are as of the date appearing 
on this material only and are also subject to change without notice. Past 
performance is not indicative of future performance, and the value of 
investments and the income derived from those investments can fluctuate. 
Future returns are not guaranteed, and a loss of principal may occur.

The views and opinions expressed in this material are those of PSG as of the 
date herof and are subject to change based on market and other conditions. 
They should not be construed as investment advice or recommendations.

This communication is being made available for educational and 
informational purposes only and do not constitute, and should not 
be construed as, an offer to sell, or a solicitation of an offer to buy, any 
securities or related financial instruments in any jurisdiction. Further, 
this communication does not constitute and should not be construed 
as a recommendation or testimonial for any securities, related financial 
instruments, products or services.

FORWARD-LOOKING STATEMENTS

Information herein contains, includes or is based on forward-looking 
statements within the meaning of the federal securities laws, specifically 
Section 21E of the Securities Exchange Act of 1934, as amended, 
and Canadian securities laws. Forward-looking statements include 
all statements, other than statements of historical fact, that address 
future activities, events or developments, including, without limitation, 
business or investment strategy or measures to implement strategy, 
competitive strengths, goals, expansion and growth of our business, 
plans, prospects and references to our future success. You can identify 
these statements by the fact that they do not relate strictly to historical 
or current facts. Words such as “anticipate,” “estimate,” “expect,” “project,” 
“intend,” “plan,” “believe” and other similar words are intended to identify 
these forward-looking statements. Forward-looking statements can be 
affected by inaccurate assumptions or by known or unknown risks and 
uncertainties. Many such factors will be important in determining our 
actual future results or outcomes. Consequently, no forward-looking 
statement can be guaranteed. Our actual results or outcomes may 
vary materially. Given these uncertainties, you should not place undue 
reliance on these forward-looking statements.

Disclosures

RISK DISCLOSURE

All investing involves risk. The value of an investment will fluctuate 
over time, and an investor may gain or lose money, or the entire 
investment. Real assets include real estate securities, infrastructure 
securities and natural resources securities. 

Infrastructure companies may be subject to a variety of factors 
that may adversely affect their business, including high interest 
costs, high leverage, regulation costs, economic slowdown, surplus 
capacity, increased competition, lack of fuel availability, and energy 
conservation policies. 

Diversification does not guarantee a profit or protect against loss. 
Past performance is not indicative of future results.

©2025 Brookfield Public Securities Group LLC ("PSG" or "the Firm") is a 
wholly owned subsidiary of Brookfield Corporation. Brookfield Public 
Securities Group LLC is an SEC-registered investment adviser and is 
registered as a portfolio manager in each of the provinces and territories 
of Canada and represents the Public Securities Group of Brookfield 
Corporation, providing global listed real assets strategies including real 
estate equities, infrastructure equities, multi-strategy real asset solutions 
and real asset debt. PSG manages separate accounts, registered funds 
and opportunistic strategies for institutional and individual clients, 
including financial institutions, public and private pension plans, insurance 
companies, endowments and foundations, sovereign wealth funds and 
high-net-worth investors. PSG is an indirect, wholly owned subsidiary of 
Brookfield Corporation, a leading global alternative asset manager.

The information in this publication is not and is not intended as 
investment advice, an indication of trading intent or holdings, or prediction 
of investment performance. Views and information expressed herein 
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More PSG Insights
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