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Welcome to the Tortoise QuickTake podcast. Thank you for joining us. Today, senior members of Tortoise provide 
a timely update on trending topics in the market. 
 
Hello. I am Tortoise Managing Director and Portfolio Manager Rob Thummel with this week’s Tortoise QuickTake 
podcast. 
 
Congratulations to Green Book for winning best picture at the Oscars last night.  Sticking with the Oscars theme, I have 
nominated, selected and audited all of the winners of the categories that I am about to announce related to the energy 
sector so let’s get started. 
 
First up, winner of the best performing S&P 500 sector in 2019 goes to the Industrial Sector. However, I want to talk about 
the runner up in this category as the energy sector is second best performing sector in the S&P 500 in 2019. The U.S. 
energy sector as represented by the S&P Energy Select Sector® Index fell by a half of a percent last week, but the sector 
continues its pursuit toward becoming the best performing sector in 2019. Year-to-date, the energy sector has risen by 
almost 14%, outperforming the S&P 500 by around 3%. MLPs, represented by the Tortoise MLP Index®, continue to 
outperform energy stocks rising by 16% year-to-date. 
  
Next up, winner of the best shale natural gas producer in the U.S. to report earnings last week goes to Cabot Oil and Gas. 
Cabot is the one of the largest natural gas producers in the Marcellus Shale. Recognized by its peers for having some of 
the best acreage in North America, Cabot delivered 2018 results that exemplify the quality of Cabot’s acreage. Cabot 
reported free cash flow for the fifth consecutive year as well as a 15.9% return on capital employed in 2018. Cabot 
increased its dividend twice and bought back 38 million shares in 2018. For 2019, Cabot expects to double free cash flow 
despite low natural gas prices. New energy infrastructure has played a critical role in Cabot’s ability to increase free cash 
flow as basis differentials are at the lowest levels since the fourth quarter of 2013 allowing Cabot to realize higher prices. 
Over the next several years, we believe that many U.S. oil and gas shale producers will follow Cabot’s lead in generating 
high returns on capital, increasing dividends and buying back shares as the U.S. energy sector builds a mountain of free 
cash flow.   
 
Moving onto the next award. The winner of the best metropolitan city to gain employment goes to Midland, Texas. Midland 
is located in the heart of the Permian Basin. In the County Employment and Wages Summary report released last week 
by the U.S. Department of Labor, Midland was highlighted as the city with the largest over-the-year increase in 
employment with a gain of 12%. The unemployment rate in Midland is 2.4% - one of the lowest unemployment rates in the 
U.S. Here is some evidence supporting the economic prosperity that the Permian is generating for Midland. Where do you 
think it is cheaper to stay tonight? Times Square or downtown Midland. According to the Marriott website, a Residence Inn 
room in Times Square is available for $175 per night while a Resident Inn in downtown Midland TX, a city of 136 thousand 
people located in West Texas, runs $254 per night. 
 
Speaking of the Permian, according to the latest Drilling Productivity Report released last week by the EIA, Permian oil 
production just eclipsed 4 million barrels per day. To put that it context, the Permian produces more oil than 12 of the 14 
OPEC members.  The Permian is the fourth largest producing oil producing region in the world behind Russia, Saudi Arabia 
and Iraq. Permian production grew by 1.1 million barrels per day over the past year. Last week, several Permian producers 
including Concho Resources, Diamondback Energy, WPX Energy, Cimarex Energy and Parsley Energy announced fourth 
quarter results and provided an outlook for 2019. The common theme amongst these producers was a focus on generating 
attractive free cash flow yields that could encourage investors to rotate capital into the energy sector. To accomplish this, 
many Permian producers are reducing 2019 capital expenditures and lowering the number of drilling rigs in the basin. The 
goal is to demonstrate free cash flow generation with oils prices in the $50s. As an investor in the energy sector for almost 
two decades, I applaud this unprecedented discipline.   
 
Now for the winner of the best solution to fix Zion’s shoe award. The winner is the U.S. petrochemical sector. Clearly, the 
U.S. can produce ethylene and propylene but Zion’s shoes need more butadiene, the petrochemical used to make rubber. Is 
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it coincidence that the same week Zion’s shoe blows out, a story emerges in the Houston Chronicle that Chevron Phillips 
Chemical filed with the state of Texas to build a new $5-$6 billion petrochemical facility in South Texas. Construction could 
start as early as the second quarter of 2020 and become operational by the third quarter of 2024. This project could be the 
start of another wave of petrochemical expansions in the U.S. 
 
We are almost done but the best transaction of the week goes to the only candidate for this week - Targa Resources. To 
assist in substantially meeting its 2019 equity needs, Targa sold a 45% interest in its Bakken energy infrastructure assets to 
GSO Capital Partners and Blackstone for $1.6 billion. The transaction was valued at a 15x multiple of cash flow. Once again, 
sophisticated private equity investors continue to value the cash flows of energy infrastructure companies at higher multiples 
than public investors. This is another reason why we think valuations for publicly listed energy infrastructure companies 
remain compelling.    
 
Those are the highlights from last week. Thanks for listening. We will talk to you next week. 
 

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 
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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.  
 
 
 


