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Welcome to the Tortoise QuickTake podcast. Thank you for joining us. Today Tortoise provides a timely update on 
trending topics in the market. 
 
Hello. I am Tortoise Managing Director and Portfolio Manager Brian Kessens with this week’s QuickTake podcast. 

Energy stocks and commodities ended last week slightly lower. Broad market weakness and a bearish crude oil inventory 
report due to higher week on week imports (after the previous week’s bullish report) weighed on all asset prices. Yet there 
were several positive developments across the energy sector last week. 

First, it was a fairly busy week for LNG. The WSJ reported that China’s Sinopec may buy $18 billion of LNG from Cheniere 
with deliveries starting in 2023. This is apparently part of the U.S. – China trade negotiations. This contract would likely help 
Cheniere’s Corpus Christi train 3 reach FID. Staying with Cheniere, the FERC cleared Corpus Christi train 1 for service, the 
first train to become operational in Texas. LNG exports will continue to be a big driver of natural gas demand in the U.S. 

The two largest energy companies, Exxon and Chevron held analyst days, both noting significant growth ahead in the 
Permian. Exxon, noted a 2019 capital budget of $30 billion, or $2 billion more than indicated last year. In the Permian, Exxon 
raised production guidance of 600 mboe/d up to 1,000 mboe/d in 2024. The firm also indicated a slight change in emphasis 
from debt reduction to buybacks. They think their stock is cheap.  

Chevron suggested the Permian’s Delaware Basin is the most attractive investment opportunity in its portfolio and it has 
established an efficient “factory model” to exploit this resource efficiently. I was in Midland Texas late last year and can verify 
Chevron’s built a large, fortress-like compound to house their Permian operations. They’re there for the long-term. 
Specifically, they plan to take Permian production from 650 mboe/d to 900 mboe/d by 2023.  

The sum of both days? Activity is going to pick up in the basin, not necessarily slow down due to reduced capex from the 
independent producers. 

Next, we attended an energy conference last week in New York. Key takeaways were: 

Producers are staying disciplined with their capital, aiming to improve corporate returns by returning capital to shareholders. 
New technologies, such as machine learning and AI, likely drive maintenance and development costs lower over time.  

Despite the E&P discipline, midstream continues to find compelling organic growth opportunities. And with lower leverage 
and improved distribution coverage, the equity portion of these projects can confidently be funded with discretionary cash 
flow. Additionally, private equity interest in midstream is healthy. 

For downstream, refiners believe IMO 2020 will be a tailwind next year with higher expected distillate margins. Utilities are 
focused on growth in renewables. Wind, particularly offshore, solar and storage are increasingly more meaningful toward 
rate base growth. For storage specifically, it is increasingly being included as a component in RFPs, yet it isn’t that storage 
so much is the opportunity, rather storage being more viable increases the opportunity set for more solar and wind. 

Finally on last week, and sticking with renewables, NextEra Energy Partners or NEP announced the acquisition of 600 MW 
of contracted renewable projects from its parent, NextEra Energy. The acquired cash flow more than offsets any cash flow 
risk resulting from the PCG exposed projects where there is uncertainty due to the utility’s bankruptcy declaration. The $1 
billion transaction is being financed with $900 mm in proceeds from KKR. KKR is taking an equity interest with NEP having 
the option to buyback back the equity interest over the next six years. NEP continues to target 15% distribution growth in 
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2019, and 12-15% through 2023. Two takeaways here: (1) NEP is a first class YieldCo with a very supportive parent, offering 
compelling distribution growth and (2) private equity continues to offer creative financing to the energy infrastructure sector. 

This week, there is a large global energy conference in Houston, CERAWeek. We expect the discussion to focus on the 
influence of OPEC and national oil companies on oil supply and demand, capital discipline, how to use technology to lower 
costs and improve returns, the growth and competitiveness of cleaner energy, and the trajectory of energy exports from the 
U.S. 

We appreciate your ear every week. Thanks for listening.  

Thank you for joining us. And stay tuned for our next cast. Have topics you want covered or other feedback to 
share? Write us at info@tortoiseadvisors.com. 
 
The S&P 500® Index is a market-value weighted index of equity securities. 

The PCE inflation rate is the Personal Consumption Expenditures Price Index. It measures price changes for household 
goods and services. Increases in the PCEPI warn of inflation while decreases indicate deflation. 
 
Broad Energy = The S&P Energy Select Sector® Index is a capitalization-weighted index of S&P 500® Index companies 
in the energy sector involved in the development or production of energy products. 
 
Producers = Tortoise North American Oil & Gas Producers IndexSM 
The Tortoise North American Oil & Gas Producers IndexSM is a float-adjusted, capitalization weighted index of North 
American energy companies primarily engaged in the production of crude oil, condensate, natural gas or natural gas liquids 
(NGLs). The index includes exploration and production companies structured as corporations, limited liability companies and 
master limited partnerships but excludes United States royalty trusts. 
 
MLPs = The Tortoise MLP Index® is a float-adjusted, capitalization weighted index of energy master limited partnerships 
(MLPs). The index is comprised of publicly traded companies organized in the form of limited partnerships or limited liability 
companies engaged in transportation, production, processing and/or storage of energy commodities. 
 
The indices are the exclusive property of Tortoise Index Solutions, LLC, which has contracted with S&P Opco, LLC (a 
subsidiary of S&P Dow Jones Indices LLC) (“S&P Dow Jones Indices”) to calculate and maintain the Tortoise MLP Index®, 
Tortoise North American Pipeline IndexSM and Tortoise North American Oil and Gas Producers IndexSM (each an “Index”). 
S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”); Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and, these trademarks have been licensed to S&P Dow 
Jones Indices. “Calculated by S&P Dow Jones Indices” and its related stylized mark(s) have been licensed for use by 
Tortoise Index Solutions, LLC and its affiliates. Neither S&P Dow Jones Indices, SPFS, Dow Jones nor any of their affiliates 
sponsor and promote the Index and none shall be liable for any errors or omissions in calculating the Index. 
 
Disclaimer: Nothing contained in this communication constitutes tax, legal, or investment advice. Investors must consult 
their tax advisor or legal counsel for advice and information concerning their particular situation. This podcast contains 
certain statements that may include “forward-looking statements.” All statements, other than statements of historical fact, 
included herein are “forward-looking statements.” Although Tortoise believes that the expectations reflected in these forward-
looking statements are reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove 
to be incorrect. Actual events could differ materially from those anticipated in these forward-looking statements as a result of 
a variety of factors. You should not place undue reliance on these forward-looking statements. This podcast reflects our 
views and opinions as of the date herein, which are subject to change at any time based on market and other conditions. We 
disclaim any responsibility to update these views. These views should not be relied on as investment advice or an indication 
of trading intention. Discussion or analysis of any specific company-related news or investment sectors are meant primarily 
as a result of recent newsworthy events surrounding those companies or by way of providing updates on certain sectors of 
the market. Tortoise, through its family of registered investment advisers, does provide investment advice to Tortoise related 
funds and others that includes investment into those sectors or companies discussed in these podcasts. As a result, Tortoise 
does stand to beneficially profit from any rise in value from many of the companies mentioned herein including companies 
within the investment sectors broadly discussed.  



Page 3 
 
 

 

 
 
© 2018 Tortoise  www.tortoiseadvisors.com 

 
 
 


