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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. Let me start by thanking all of the healthcare professionals, first responders, and everyone else that are assisting 

in this battle against the coronavirus. 

 

Last week, most stock market indices traded higher with the S&P 500 index rising by 12% and the Alerian Midstream 

Energy Index rising by 13% despite declining oil prices.   

 

The biggest news event of the week just wrapped up.  After multiple days of playing let’s make a deal, the 23 countries 

that comprise OPEC+ agreed on Sunday night to cut global oil production by the largest amount in history.  Led by Saudi 

Arabia and Russia, OPEC+ will reduce the global oil supply by almost 10 million barrels per day in May and June.  In 

addition, eight million barrels per day of supply cuts will remain in place from July to December of 2020.  If necessary, 

OPEC+ has committed to keeping six million barrels per day of supply cuts in place until April of 2022.  Let me address a 

few questions that we are getting related to this historic agreement. 

 

Are other countries outside of OPEC+ participating in the supply cuts?   

Last week, media reports suggested that OPEC+ would not agree to cutting production unless the U.S. committed to 

supply reductions as well.  The U.S., Canada, Brazil, and Norway are not part of the OPEC+ Declaration of Cooperation 

but it’s expected that the U.S., Canada, Brazil and Norway will collectively reduce oil production by up to 5 million barrels 

per day in 2020.  So, potentially up to 15 million barrels per day of global supply could be reduced in the next few months.   

 

Is a 15 million barrel per day supply reduction enough when global oil demand decline estimates are 20 – 30 million 

barrels per day? Spot oil prices have traded lower on concerns that the supply cut is not sufficient to keep global oil 

inventories from exceeding available capacity.  Analysts estimate that global oil demand in April will likely decline by 20 to 

30 million barrels per day.  However, most analysts estimate that the entire second quarter global oil demand will decline 

by an average of 11 to 14 million barrels per day as May and June oil demand declines will not be as severe as what is 

expected for April.  The supply cuts in May and June will not be sufficient to absorb the entire decline in demand so global 

oil inventories will rise.  However, we believe that the global supply cuts will assist in preventing global oil inventories from 

exceeding current available capacity.  Of course, the pace of the global economy re-opening will significantly influence all 

of these estimates. 

 

How will global oil inventories decline?   

Since global oil supply will exceed demand for much of the second quarter, global oil inventories will rise to record levels.  

However, we believe that the most important part of the OPEC+ agreement is the duration of the supply cuts.  The 
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agreement keeps eight million barrels per day of supply cuts in place from July to December 2020.  This is important.  In 

the second half of 2020, it is expected that global oil demand will exceed supply.  As a result, global oil inventories will 

trend back toward historical norms.   

 

How much will the U.S. contribute to the global supply reduction?   

The U.S. did not commit to reducing production by a specific amount.  Saudi Arabia and Russia accepted that U.S. 

production will decline given the current oil price and decline in the U.S. rig count.  A couple of data points from last week 

provided some assurance that U.S. oil production is expected to decline.  The EIA’s weekly petroleum balance sheet 

reported that U.S. oil production fell by 600,000 barrels per day last week. In addition, the EIA’s short-term energy outlook 

projects U.S. oil production will fall by approximately two million barrels per day by the end of the year.   

 

What impact does the U.S. supply cut have on Tortoise’s expectations for the midstream sector?  

Last week, my fellow portfolio manager Brian Kessens explained in a podcast how we have performed stress tests on our 

portfolio companies.  One of the scenarios highlighted included U.S. oil production volumes declining by 2.6 million barrels 

per day by the beginning of 2021 which is slightly more than the 2 million barrels per day projected by the EIA.  In 

addition, this stress test assumed declines in refined product demand on average of 16% for the first three quarters of 

2020.  The net result for most of our companies was that distribution and dividend cuts are not required as companies 

cover payouts with cash flow and leverage is not elevated.  Please listen to Brian’s podcast if you want more detailed 

information on the stress tests that we are performing at Tortoise at www.tortoiseadvisors.com. 

 

As we talk to company management teams and analyze our portfolio companies, we continue to highlight the durability 

and resiliency of the companies that we invest in.  These companies operate critical pipelines that are part of the largest 

energy infrastructure network in the world.  In addition, midstream management teams have been active buyers of their 

own stock.  In the first quarter, 92 insiders from 22 midstream energy companies purchased $261 million of common stock 

and/or units according to Bloomberg data. 

 

In company specific news from last week, the largest publicly traded energy company Exxon Mobil said it is reducing its 

2020 capital spending by 30 percent with the largest share of the reduction coming from the Permian Basin where short-

cycle investments can be adjusted to market conditions while preserving value over the long term.  

 

U.S. shale oil producers Continental Resources and Concho Resources announced that they were reducing production.  

Continental plans to reduce production by 30 percent for April and May.   

 

In a sign that China economy is slowly recovering, Reuters reported that Cheniere Energy loaded three cargoes of LNG 

destined for an LNG import terminal in China.  These would be the first LNG shipments to China in more than a year.  

Recall, in January as part of the U.S./China trade deal, China committed to buying more U.S. energy products over the 

next two years.   

https://tortoiseadvisors.com/resources/insights/?Insight%20Category=Podcasts
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Lastly, midstream pipeline operator Plains All American reduced its distribution and capital expenditures to shore up its 

balance sheet and ensure leverage does not exceed a level of 5.0x in 2021.  We believe this was a prudent step 

supported by our stress test analysis.  

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 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.  


