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Investors have historically viewed utilities as a defensive asset class due to its 

regulated nature. While the sector retains its hallmark downside protection,  

a new narrative is emerging as structural demand from industrial growth and 

artificial intelligence (AI) applications boost the potential for earnings growth.  

Over the next decade, we believe U.S. utilities are poised to offer a compelling 

combination of their characteristic defensiveness and meaningful earnings  

upside as the long-term power demand story unfolds.

Key Takeaways



33

U.S. Utilities Exhibit Consistent Defensiveness Over Long Term 
S&P 500 Utilities Index Downside Capture vs. Select Equity Indexes

■ MSCI ACWI Index        ■ S&P 500 Index        ■ NASDAQ Composite

As of June 30, 2025. Source: Bloomberg, eVestment. U.S. utilities represented by the S&P 500 Utilities Index.
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A Well-Earned Reputation for Defensiveness
The utilities sector has historically provided downside protection during periods of volatility, thanks to inflation pass-through features, steady 
and visible cash flows, and generally defensive traits. This profile has delivered both diversification benefits and downside protection relative  
to broader equities. For example, the S&P 500 Utilities Index captured just 42% of the MSCI ACWI Index’s downside over the last 10 years.

Historically, utilities have been viewed as slow-moving entities given the long-duration capital involved and the political nature of the business 
activities, which are highly regulated by independent commissions. Therefore, investors perceived utilities to be slower-growing businesses, 
operated by management teams strategically focused on dividend security rather than growth and operating efficiencies. Over time, utilities 
continued to further de-risk their businesses through strategic divestments of noncore and commodity-exposed assets. Based on our 
estimates, the regulated utility universe now derives more than 90% of earnings from regulated activities. 

Today, utilities' regulated business model and earnings stability support continued defensive qualities and attractive downside protection. 
Routine infrastructure replacement needs and steady local economic expansion continue to underpin the legacy regulated asset base growth. 
Looking ahead, we expect the sector’s defensive foundation to be complemented by emerging growth opportunities tied to rising power demand.
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Utilities Today Offer an Attractive Combination of Defense Plus Growth 
After nearly two decades of flat U.S. power demand, we are now witnessing early signs of a material 
inflection point. Industry estimates suggest demand could increase by 30% over the next 10 years, 
driven by three macro trends with broad bipartisan support: industrial reshoring as part of 
deglobalization efforts, the race for AI superiority through digitalization, and economy-wide 
electrification supporting decarbonization goals. 

The AI infrastructure build-out has captured significant attention due to its prominent hyperscaler  
clients and expectations for substantial total addressable market growth. Power for AI-specific uses  
is expected to rise between 165 and 326 terawatt-hours per year—enough to power 22% of U.S. 
households every year.1 However, this represents only one component of the broader structural  
demand story. The growth catalysts of digitalization, decarbonization and deglobalization each present 
an attractive business case that has the potential to create an extended and durable growth outlook  
for utilities strategically positioned to attract new load. The convergence of these trends is already 
manifesting in utility business plans, with individual growth rate projections increasing over recent 
quarters to reflect the massive capital investment required to accommodate rising power demand.

As of April 2025. Source: U.S. Energy Information Administration, April 2025 Monthly Energy Review. As of June 2025. Source: Equinix Analyst Day 2025, citing McKinsey & Company, 2024: AI Power: Expanding data center capacity to meet growing demand. 
Excludes IT hardware and hyperscalers (self-builds). 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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The Utilities Opportunity 
The utilities sector's defensive characteristics 

remain intact as structural growth drivers 

simultaneously create new power demand 

after years of stagnation. For investors seeking 

defensive assets with upside potential, U.S. 

utilities present a compelling opportunity  

to capture earnings growth without sacrificing 

the sector's distinctive downside protection.

Our updated return expectations reflect the evolving power demand outlook. Below, we illustrate how a typical well-capitalized 
utility could achieve a 12.4% internal rate of return (IRR) under the new growth paradigm, compared with the 9.4% upper bound 
under historical expectations. The base case scenario (shown in blue) demonstrates how traditional drivers—dividend yield, 
inflation recovery and normal economic growth—historically combined to deliver solid returns, while the addition of new load 
growth from industrial reshoring and AI-driven data center development creates greater upside potential. The enhanced return 
profile highlights the sector’s ability to translate higher power consumption into earnings growth through expansion of regulated 
asset bases. 

U.S. Utilities: Illustrative Drivers of Historical IRR 
Typical U.S. Utility With a Good Balance Sheet/Coverage Ratio 

 Upper Bound         Cumulative Effect

For illustrative purposes only. Typical infrastructure company is hypothetical and does not represent any actual company. Not intended to provide current market analysis.  
Source: Brookfield Public Securities Group LLC.  
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Endnote

1	 MIT Technology Review, James O’Donnell and Casey Crowhart, “We did  

the math on AI’s energy footprint. Here’s the story you haven’t heard.”; 

May 2025.

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. 

©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. 

Disclosures 

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 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 tis material are those of PSG  

as of the date hereof 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. 
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