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Utilities Plus

THE UTILITIES SECTOR OUTPERFORMED THE 
broad market this quarter, driven by fears of AI dis-
ruption, geopolitical instability, and rising energy 
costs (with the latter stemming from the conflict in 
Iran). The market’s defensive rotation overshadowed 
a slight interest rate headwind. For 1Q 2026, the 
utilities sector recorded its third best quarter of rela-
tive performance in the last 10 years, outperforming 
the S&P 500 Index by over 1,250 basis points. 
Within the group, large-cap utilities outperformed, 
due in part to renewed generalist interest in the 
sector. Independent power producers were the no-
table exception as they underperformed for the third 
quarter in a row as the political/regulatory environ-
ment created an overhang and limited additional 
data center deals. Top performers included regulated 
utilities with positive data center developments. 

Looking Ahead
As we have highlighted many times, utilities are 
positioned to capitalize on an inflection in US 
electricity demand. At the same time, a regulated 
business model leaves utilities uniquely protected 
from cyclicality, inflation, and disruptive technolo-
gies. We believe these dynamics provide the sector 
with a unique blend of offense and defense. While 
utilities have been unable to keep pace with an 
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Dividend increases: This quarter, 16 of our 31 
holdings announced dividend increases with an 
average increase of 5.3%.

Focused on growth: We trimmed OGE Energy 
(OGE) and Dominion Energy (D) and added to 
American Electric Power Co. (AEP), NextEra 
Energy (NEE), Xcel Energy (XEL), Exelon (EXC), 
and American Water Works (AWK). These 
transactions increased the portfolio’s expected 
long-term earnings per share growth profile.  

Trimming on strength:  We trimmed 
our position in NiSource (NI) as valuation 
multiples expanded after a period of relative 
outperformance.  

Going private: We exited our position in AES 
Corp. (AES) after a consortium of infrastructure 
investors agreed to acquire the company.  

Portfolio Highlights

Utilities Offer a Favorable 
Return vs Risk Ratio
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March 31, 2016-March 31, 2026. Sources: Bloomberg; Miller/Howard Research 
& Analysis. Bloomberg US Corporate Investment Grade Index defined as 
investment grade, fixed rate, publicly issued US denominated corporate 
taxable securities. Bloomberg US Corporate High Yield Index defined as US 
denominated, high yield, fixed rate corporate securities with a middle rating 
from Moody's, Fitch, and S&P of Ba1/BB+/BB+.

increasingly narrow market over the last 10 years 
(despite an annualized return of over 10%), we 
don’t think the discussion is complete without 
acknowledging risk. 
An evaluation of risk-adjusted returns paints a 
very different picture (defined as return divided 
by the standard deviation of returns, similar to a 
Sharpe ratio). Utilities offered the most attractive 
ratio (1.03)—easily surpassing the S&P 500 Index 
(0.78) and NASDAQ Composite (0.73). Utilities’ 
risk-adjusted returns also exceeded bond alterna-
tives as the sector provided superior equity-like 
returns with modest incremental risk. We continue 
to believe utilities’ ability deliver high and growing 
income with attractive risk-adjusted returns makes 
them a compelling solution for client portfolios. 

10-Year Annualized Return/Risk Ratio
S&P 500 Utilities Index 1.03

S&P 500 Index 0.78

NASDAQ Composite 0.73

Dow Jones US Total Stock Market Index 0.66

US Corporate Investment Grade Index 0.66

US Corporate High Yield 0.63

S&P 500 Equal Weighted Index 0.48

US Treasury 0.23
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Utilities Plus Leaders and Laggards

LEADERS ◊	

Entergy: 4Q earnings were slightly below consensus, while 
management maintained its long-term >8% EPS compound 
annual growth rate (CAGR) through 2029. ETR announced 
an EPS-accretive agreement with Meta (META, not held) to 
expand utility infrastructure for the Hyperion datacenter in 
Northeast Louisiana.

NextEra Energy: 4Q earnings were largely in line with con-
sensus, and management reaffirmed its long-term EPS CAGR 
of 8%+ through 2035. Since the 3Q call, NEE added ~3.6 GW 
of new generation and storage projects to its backlog. NEE 
increased its dividend by 10%.

American Electric Power: 4Q earnings exceeded expecta-
tions. AEP doubled its incremental contracted load guidance 
to 56 GW by 2030 and identified $5B to $8B of incremental 
projects to its $72B 2026-2030 capital plan. Management 
reaffirmed a 9% EPS CAGR through 2030.

Sempra: 4Q earnings beat consensus, and management 
reaffirmed a 7% to9% EPS CAGR and 11% rate base growth 
through 2030. SRE disclosed that its Texas utility reached an 
unopposed settlement agreement for an 8.8% rate increase 
with improvements to its allowed ROE and equity ratio; the 
company anticipates a final Public Utility Commission of Texas 
(PUCT) order in 1H2026.  

Exelon: 4Q earnings beat consensus. EXC raised its outlook, 
targeting the top end of its 5% to 7% EPS CAGR through 
2029. The US Department of Treasury issued revised 
guidance allowing repair deductions to count under the 
Corporate Alternative Minimum Tax (CAMT), and this is 
expected to improve EXC’s credit metrics.

LAGGARDS ◊	

Constellation Energy: Independent power producers 
lagged due to political and regulatory overhang. The lack 
of a data center announcement on the company’s earnings 
outlook call disappointed investors despite base EPS CAGR 
guidance of 20%+ from 2026-2029 

Vistra: Independent power producers lagged due to political 
and regulatory overhang.

NRG Energy: Independent power producers lagged due to 
political and regulatory overhang.

Black Hills:  Initial 2026 guidance was slightly above the 
consensus. The company reaffirmed its long-term EPS CAGR 
guidance of 4% to 6% with plans to deliver in the upper half 
of the range.  

AES: We exited our position after a consortium of infrastruc-
ture investors agreed to acquire the company.
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Notification to Clients: Contact your 
Advisor with any material changes to 
your financial profile that would impact 
your appropriateness for investment. 

Miller/Howard Investments Inc. is an independent, research-driven investment 
boutique with over three decades of experience managing portfolios for major 
institutions, mutual funds, and individuals in dividend-focused investment 
strategies. The firm is 100% employee-owned through an Employee Stock 
Ownership Plan (ESOP). We continue to evolve and develop strategies that strive 
to provide investors with various levels of current income and dividend growth. 
Our objectives are to generate total returns in line with the broad equity market 
and provide a high and rising stream of income with the lower volatility that an 
investor might seek from bonds or other income alternatives. With a primary goal 
of reliable income and long-term returns, coupled with a belief that investors can 
play an important role in securing a sustainable future, our shareholder advocacy 
efforts include environmental, social, and governance (ESG) research and/or 
screening, direct engagement with companies, filing shareholder resolutions, 
proxy voting, coalition building, and public policy involvement. 
This report represents Miller/Howard Investments’ views. The statistics and pro-
jections cited in this report have been provided by sources generally considered 
to be reliable, but are not guaranteed. Opinions and estimates offered constitute 
Miller/Howard Investments’ judgment and are subject to change without notice, 
as are statements of financial market trends, which are based on current market 
conditions. This material is solely informational. The information and analyses 
contained herein are not intended as tax, legal, or investment advice and may 
not be appropriate for your specific circumstances; accordingly, you should 

For more information and to request materials: Visit www.mhin-
vest.com or contact our Internal Sales Desk: Email internals@mhinvest.
com / Call (845) 679-9166  To receive the current ADV Part 2A free of 
charge: Email compliance@mhinvest.com / Call (845) 679-9166

◊ By contribution to return. To obtain our methodology for calculating the
best- and worst-performing securities, as well as a list of the contribution to
performance of each security listed, please call us at 845.679.9166. The holdings 
identified do not represent all of the securities purchased, sold, or recommended 
for advisory clients. This list is not a recommendation to buy, sell, or hold these 
securities.
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consult your own tax, legal, investment, or other advisors, at both the outset of 
any transaction and on an ongoing basis, to determine such appropriateness. 
The material may also contain forward-looking statements that involve risk and 
uncertainty, and there is no guarantee they will come to pass. Any investment 
returns—past, hypothetical, or otherwise—are not indicative of future perfor-
mance. The information provided should not be considered a recommendation 
to buy or sell any security, and should not be considered investment, legal, or tax 
advice. Securities mentioned are being shown for informational purposes only. 
Buy and sell rationales are the express opinions of MHI’s investment team. These 
securities should not be considered a recommendation to buy, sell, or hold any 
of the securities and are not intended to imply that any one security listed above, 
or the portfolio as a whole, is suitable for a particular client. There is no assurance 
that the securities purchased have remained or will remain in the portfolio or 
that securities sold have not been or will not be repurchased. To receive a list of 
all recommendations for the previous year, please email compliance@mhinvest.
com. Common stocks do not assure dividend payments. Dividends are paid only 
when declared by an issuer’s board of directors, and the amount of any dividend 
may vary over time. Dividend yield is one component of performance and should 
not be the only consideration for investment. The returns on a portfolio that uti-
lizes environmental, social, or governance (ESG) criteria for stock selection may 
be lower or higher than portfolios where ESG factors are not considered, and the 
investment opportunities available to such portfolios may differ. 
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