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Welcome to the Tortoise 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 Rob Thummel with this week’s Tortoise QuickTake 
podcast. 
 
How about those Chiefs? And how about those MLPs? MLPs as represented by the Tortoise MLP Index® are up 3.25% to 
start 2020. Global utilities as measured by the MSCI Global Utilities Index are also off to a hot start in 2019 up 3.1%.  
Conversely, natural gas prices are not off to a hot start with the current spot price below $2 per mcf. 
 
The biggest news item from last week was the signing of the Phase One trade deal between the United States and China.  
As part of the deal, China agreed to purchase an additional $200 billion in U.S. goods over the next two years. As part of 
the trade deal China pledges to buy $50 billion U.S. energy products over the next two years – unexpected but not a 
complete surprise. For perspective, if China fulfills its commitments then the amount of energy purchased from the U.S. 
would be 4-5x higher than historical levels. We would expect U.S. energy exports to rise substantially as a result of the 
trade deal.  We believe that U.S. energy infrastructure will likely be a winner as infrastructure is essential in facilitating 
higher U.S. exports. 
 
A second piece of notable news came out of the U.S. Energy Information Administration’s short-term energy outlook 
released last week. Now usually this is a boring read that only energy dorks like myself find interesting. However, this 
report revealed a first look into how the EIA sees 2021 playing out. There were a couple of interesting data points. First, 
the EIA forecasts U.S. oil production growth of 400,000 barrels per day in 2021. This level of growth is lower than over 1 
million barrels per day of annual oil production growth that U.S. has delivered over the last several years. In addition, due 
to persistent low natural gas prices, the EIA forecasts a slight decline in U.S. natural gas production in 2021. However, 
U.S. LNG exports are forecast to rise by 1.2 bcf/d to 7.7 bcf per day. You might be asking yourself if lower U.S. oil and 
gas production is good or bad for the energy sector. At Tortoise, we believe lower growth or no growth is important in 
attracting investors to the energy sector. Less capital spending on growth means more excess cash flow available for 
shareholders. An increase in cash allocated to shareholders via higher dividends or stock buybacks will bring investors 
back to the energy sector. Lastly, there is one last piece of data from the EIA report that is probably the one thing you 
want to remember from this podcast. I like to talk a lot about milestones and records. 2021 will be a milestone year for the 
U.S. energy sector if EIA projections materialize. Here is why. Today, the fuel mix to generate electricity in the U.S. is 
comprised of 37% natural gas, 24% coal, 20% nuclear, and 17% renewables that includes 7% hydropower and 10% wind 
and solar. Fast forward to 2021, the EIA predicts the mix to change with 37% natural gas 22% renewables, 21% coal and 
20% nuclear. For the first time ever, renewables will overtake coal as part of the U.S. electricity generation fuel mix. This 
is important as the EIA forecasts energy-related carbon dioxide emissions will decline by 2% in 2020 and 1.5% in 2021, 
tied to changing lower carbon fuel mix. 
 
Speaking of reducing emissions, Germany took a big step saying auf wiedersehen or goodbye to coal. Last week, 
German chancellor Angela Merkel announced a plan to shut down all German coal-fired power plants by 2038. Germany 
is already off to a fast start as it relates to energy transition. RWE, Germany’s second largest electricity provider has a 
goal of achieving 65% renewables by 2030. The plan announced last week by Germany includes a governmental review 
in 2026 and 2029 as to whether Germany is producing enough power from alternative sources to complete the coal exit 
even earlier - by 2035. Alternative sources will include renewables as well as two additional natural gas-fired powered 
plants at existing plants. The elimination of coal does come with a price. The plan includes 40 billion in euros in 
compensation for regions in Germany impacted by the coal shutdowns. Clearly this a positive step towards reducing 
emissions. Of the top 10 carbon dioxide emitters in the world, only Germany, Japan, and the U.S. have been able to 
reduce carbon dioxide emissions over the last ten years with the U.S. reducing emissions the most.   
 
Switching to company specific news, Schlumberger, the largest publicly traded oil field services company in the world, 
kicked off the 4Q earnings season for the energy sector. Foreshadowing what we could hear from oil and gas producers 
in the next few weeks, Schlumberger expects high single-digit to double-digit declines in North American oil and gas 
spending in 2020 while international spending could rise by mid-single digits. You might be thinking this is the opposite of 



Page 2 
 
 

 

 
 
© 2020 Tortoise  www.tortoiseadvisors.com 

what you have been hearing over the last several years and you are right. In North America, investors are forcing oil and 
gas producers to cut spending in order to generate free cash flow. Alternatively, international service costs have declined 
so international drilling has become more competitive.   
 
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. 
 
The MSCI World Utilities Index is designed to capture the large and mid cap segments across 23 Developed Markets (DM) 
countries*. All securities in the index are classified in the Utilities sector as per the Global Industry Classification Standard 
(GICS®). 
 
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. 


