
US utility earnings forecasts are increasing owing to unprecedented demand for power

A wave of electric demand requires new generation investment from renewables paired with gas

Trump administration likely to alter – not repeal – the IRA but 6–12 months of uncertainty remain

1 Increase in demand for electricity over time.
2 The value of utility assets (for example power generation assets and transmission/distribution grids) upon which a utility is allowed to earn a return.
3 Earnings Per Share, Compound Annual Growth Rate.

Recently I attended the largest US utility conference, 
the 2024 Edison Electric Institute (EEI) Financial Conference, 
in Hollywood, Florida. I met with management teams from 
26 regulated electric and gas utility companies.

Tidal wave of load growth1

The key theme of the conference (and of the year) was the 
unprecedented wave of power demand in the US being driven by 
data centers/AI, electrification and onshoring of manufacturing. 
This load is coming now and it is coming fast, requiring significant 
investment by utilities to prepare the grid for the transmission, 
distribution and generation upgrades that will be needed to 
meet the forecasted demand. This investment is pushing 
utility regulated asset bases2 higher, leading in turn to upwards 
pressure on earnings forecasts and in some cases causing 
utilities to revise their long-term EPS CAGRs3 higher.

To put this into perspective:

• Entergy’s industrial sales growth rate increased from 8–9% to 
11–12%, leading the company to revise its overall EPS CAGR 
from 6–8% to 8–9%

• IDACORP increased its 5-year capital plan by 46%, which 
equates to a 17% CAGR in its regulated asset base over 
that period

• American Electric Power upgraded its 5-year capital plan by 
US$13 billion or 26%, with its regulated asset base CAGR 
increasing from 7% to 8% and EPS CAGR going from 6–7% 
to 6–8%

• Alliant Energy recently increased its 5-year capex plan 
by 20%, giving its regulated asset base a 10% CAGR

• Evergy Inc upgraded its capital plan by 29%, pushing its 
regulated asset base CAGR up from 6% to 8%

• Xcel Energy increased its EPS CAGR from 5–7% to 6–8%, driven 
by a US$45 billion capital plan over 5 years (with an additional 
US$20 billion-worth of incremental opportunities also identified).

Q3/EEI updates to 3–5 year utility capex plans

*Entergy compares 2022 – 2026E provided in its 2022 Analyst Day vs 2024 – 2028E provided in Q3 2024. 
  Source: Wells Fargo Securities and company reports as at 12 November 2024.
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This theme is being seen across the sector and I only expect it to 
continue. It is fair to say this is a period of explosive growth, given 
that until recently, utility load forecasts typically ranged from flat to 
up to 1% annually. We are no longer dealing with a theoretical idea 
that may come in the 2030s; investment is happening now, with 
contracts being signed today with large technology, semiconductor 
and manufacturing companies.

Being a utility nerd at EEI

Source: First Sentier Investors, November 2024.

4 The 2022 Inflation Reduction Act (IRA) is a significant piece of Biden legislation which includes tax credits and incentives for the development and 
deployment of renewable energy projects. President-elect Trump has expressed scepticism towards the IRA.

Election
The EEI conference was timely, coming just four days after the 
US presidential election outcome. Consensus from the utilities 
I spoke with was that while the Inflation Reduction Act (IRA)4 
will not fully disappear, it won’t come out unscathed. Utilities 
were confident that a full repeal won’t happen as currently over 
75% of the associated benefits go to Republican-leaning states. 
Many counties where renewable assets are being operated are 
rural and Republican leaning, which are benefiting from the jobs 
and taxes they bring. A utility CEO also stated “if they unwind the 
IRA and remove support for renewables, they are basically giving 
up on the AI race” as these assets play a crucial role in powering 
data centers/AI. The utilities I spoke with felt that the key IRA areas 
of risk would be Electric Vehicles, green hydrogen and offshore 
wind (which just happen to be primarily located in Democrat-
leaning states).

Renewables developers and US utilities who are investing in 
new renewable generation benefit from the tax credits that 
are allowed through the IRA. While we expect the tax credits 
for solar, wind and batteries to remain unchanged, there is 
likely to be a 6–12 month period of uncertainly until a final 
funding bill is legislated on this. In the meantime, tax credits 
on existing, already-operating renewables assets and plants 
under construction are essentially ‘safe harboured’ and will 
not be impacted. In fact, the largest renewables developer in 
the US, NextEra Energy, has indicated that its entire renewable 
investment program to 2029 is already safe harboured.

Generation
Owing to the amount of demand being driven by data centers, 
AI, onshoring, manufacturing and electrification, substantially 
more electricity generating capacity is required on the grid, NOW. 
This situation is complicated by ongoing coal plant retirements.

While renewables plants are coming online to replace some of 
this generation, their base load capacity is much Iower because 
of their dependence on weather/seasonality. The rhetoric 

surrounding natural gas generation has changed from helping 
the grid to transition, to being able to back up renewables 
and provide reliable energy for all the demand that is coming. 
New gas plants have recently been announced in Texas, 
Louisiana and Kansas. This trend is expected to continue. 
Entergy, NextEra Energy, DTE Energy and Evergy are all currently 
building out new natural gas-fired power plants.

US electricity generation output by fuel (Terawatt hours)

2012 2016 2020 2024 2028 2032 2036 2040

1,000

2,000

3,000

4,000

5,000

6,000

7,000

Source: First Sentier Investors as at 30 September 2024. 

Coal Hydro Biomass/
Geothermal

Natural Gas Wind Oil & otherNuclear Solar Small scale
solar

02

Global Listed Infrastructure | First Sentier Investors



Nuclear power generation
Nuclear is the only form of electricity generation that provides the 
holy trinity of energy – reliability, affordability and sustainability 
(i.e. zero carbon emissions). These characteristics, combined 
with bipartisan political support and perfect load matching 
with Big Tech’s data centers, have seen the value of nuclear 
power generation assets increase significantly over 2024. 
Technology companies have become a key driver of accelerating 
electricity demand via data centers. As a result, nuclear power’s 
carbon-free, 24/7 reliable electricity is much sought after. 
Technology companies’ sustainability goals have become part of 
their social licence to operate, meaning that they prefer their data 
centers to run on carbon free (or at least carbon-lite) electricity.

US utilities are now seeking to determine whether Small Modular 
Reactors (SMRs) can enable them to ramp up nuclear capacity 
without the considerable time and cost associated with building 
a traditional reactor. With a maximum output of 300 Megawatt 
electric (MWe) or less, SMRs are designed using modular 
technology, meaning they can be produced at scale with faster 
construction times. SMRs could replace the need for gas-fired 
power generation as a backup for renewables given that they are 
also a source of dispatchable 24/7 energy, with the added bonus 
of being carbon free.

Duke Energy has recently started including SMRs in their long-
term generation mix forecast, where they will begin to contribute 
in the 2030s and then take share from gas through to 2050. 
Duke has selected Belews Creek, North Carolina as the site for 
their first SMR. By 2035, they plan to build a 600MW SMR on 
the site which is currently a coal plant. Dominion Energy has also 
selected a site at North Anna, Virginia for its first SMR. US utilities 
have advanced SMRs more in the past 12 months than in the 
last 12 years. The significant wave of demand that is coming will 
de-risk the buildout, with large tech customers already signing 
up to PPAs or through direct equity into plants. We believe this 
theme is set to continue.

Conclusion
The US utility sector is upgrading its investment and earnings 
forecasts. Capital will be required to generate more electricity, 
transmit more electricity, harden the grid, smarten the grid and 
prepare the grid for the upcoming load growth. There is no 
shortage of opportunities for utilities to deploy capital, leading 
to increased growth rates in a previously lower growth sector. 
These upgrades are happening now. Risks are clearly balanced 
to the upside!

Source: First Sentier Investors and company reports as of 12 November 2024.

03

Global Listed Infrastructure | First Sentier Investors



Important information
This material is for general information purposes only. It does not constitute investment or financial advice and does not take into account any specific investment 
objectives, financial situation or needs. This is not an offer to provide asset management services, is not a recommendation or an offer or solicitation to buy, hold 
or sell any security or to execute any agreement for portfolio management or investment advisory services and this material has not been prepared in connection 
with any such offer. Before making any investment decision you should conduct your own due diligence and consider your individual investment needs, objectives 
and financial situation and read the relevant offering documents for details including the risk factors disclosure.

Any person who acts upon, or changes their investment position in reliance on, the information contained in these materials does so entirely at their own risk.

We have taken reasonable care to ensure that this material is accurate, current, and complete and fit for its intended purpose and audience as at the date of 
publication. No assurance is given or liability accepted regarding the accuracy, validity or completeness of this material.

To the extent this material contains any expression of opinion or forward-looking statements, such opinions and statements are based on assumptions, matters 
and sources believed to be true and reliable at the time of publication only. This material reflects the views of the individual writers only. Those views may change, 
may not prove to be valid and may not reflect the views of everyone at First Sentier Investors.

Past performance is not indicative of future performance. All investment involves risks and the value of investments and the income from them may go down as 
well as up and you may not get back your original investment. Actual outcomes or results may differ materially from those discussed. Readers must not place 
undue reliance on forward-looking statements as there is no certainty that conditions current at the time of publication will continue.

References to specific securities (if any) are included for the purpose of illustration only and should not be construed as a recommendation to buy or sell the same. Any 
securities referenced may or may not form part of the holdings of First Sentier Investors’ portfolios at a certain point in time, and the holdings may change over time.

References to comparative benchmarks or indices (if any) are for illustrative and comparison purposes only, may not be available for direct investment, are 
unmanaged, assume reinvestment of income, and have limitations when used for comparison or other purposes because they may have volatility, credit, or other 
material characteristics (such as number and types of securities) that are different from the funds managed by First Sentier Investors.

Selling restrictions
Not all First Sentier Investors products are available in all jurisdictions.

This material is neither directed at nor intended to be accessed by persons resident in, or citizens of any country, or types or categories of individual where to allow 
such access would be unlawful or where it would require any registration, filing, application for any licence or approval or other steps to be taken by 
First Sentier Investors in order to comply with local laws or regulatory requirements in such country.

This material is intended for ‘professional clients’ (as defined by the UK Financial Conduct Authority, or under MiFID II), ‘wholesale clients’ (as defined under the 
Corporations Act 2001 (Cth) or Financial Markets Conduct Act 2013 (New Zealand) and ‘professional’ and ‘institutional’ investors as may be defined in the jurisdiction in 
which the material is received, including Hong Kong, Singapore, Japan, and the United States, and should not be relied upon by or be passed to other persons.

The First Sentier Investors funds referenced in these materials are not registered for sale in the United States and this document is not an offer for sale of funds to US 
persons (as such term is used in Regulation S promulgated under the 1933 Act). Fund-specific information has been provided to illustrate First Sentier Investors’ 
expertise in the strategy. Differences between fund-specific constraints or fees and those of a similarly managed mandate would affect performance results.

About First Sentier Investors
References to ‘we’, ‘us’ or ‘our’ are references to First Sentier Investors, a global asset management business which is ultimately owned by Mitsubishi UFJ 
Financial Group (MUFG). Certain of our investment teams operate under the trading names AlbaCore Capital Group, FSSA Investment Managers, Stewart Investors 
and RQI Investors all of which are part of the First Sentier Investors group.

This material may not be copied or reproduced in whole or in part, and in any form or by any means circulated without the prior written consent of First Sentier Investors.

We communicate and conduct business through different legal entities in different locations. This material is communicated in:

• Australia and New Zealand by First Sentier Investors (Australia) IM Ltd, authorised and regulated in Australia by the Australian Securities and Investments 
Commission (AFSL 289017; ABN 89 114 194311)

• European Economic Area by First Sentier Investors (Ireland) Limited, authorised and regulated in

• Ireland by the Central Bank of Ireland (CBI reg no. C182306; reg office 70 Sir John Rogerson’s Quay, Dublin 2, Ireland; reg company no. 629188)

• Hong Kong by First Sentier Investors (Hong Kong) Limited and has not been reviewed by the Securities & Futures Commission in Hong Kong. 
First Sentier Investors, FSSA Investment Managers, Stewart Investors, RQI Investors and Igneo Infrastructure Partners are the business names of 
First Sentier Investors (Hong Kong) Limited.

• Singapore by First Sentier Investors (Singapore) (reg company no. 196900420D) and this advertisement or material has not been reviewed by the 
Monetary Authority of Singapore. First Sentier Investors (registration number 53236800B), FSSA Investment Managers (registration number 53314080C), 
Stewart Investors (registration number 53310114W), RQI Investors (registration number 53472532E) and Igneo Infrastructure Partners (registration number 
53447928J) are the business divisions of First Sentier Investors (Singapore).

• United Kingdom by First Sentier Investors (UK) Funds Limited, authorised and regulated by the Financial Conduct Authority (reg. no. 2294743; reg office 
Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB)

• United States by First Sentier Investors (US) LLC, authorised and regulated by the Securities Exchange Commission (RIA 801-93167).

• other jurisdictions, where this document may lawfully be issued, by First Sentier Investors International IM Limited, authorised and regulated in the UK by the 
Financial Conduct Authority (FCA ref no. 122512; Registered office: 23 St. Andrew Square, Edinburgh, EH2 1BB; Company no. SC079063).

To the extent permitted by law, MUFG and its subsidiaries are not liable for any loss or damage as a result of reliance on any statement or information contained in this 
document. Neither MUFG nor any of its subsidiaries guarantee the performance of any investment products referred to in this document or the repayment of capital. Any 
investments referred to are not deposits or other liabilities of MUFG or its subsidiaries, and are subject to investment risk, including loss of income and capital invested.
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