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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. 

 
Good to be with you today, I am Quinn Kiley, Managing Director and energy Portfolio Manager at Tortoise and I am happy 
to be with you for this week’s Energy Podcast.  The capital markets have reacted strongly to the reopening of the 
economy and a resumption of some economic activity and signs of pent up demand from consumers.  The positive 
sentiment has created a V-shaped recovery for the broader markets and has allowed energy securities to rebound, 
although not nearly as much.  The Federal Reserve has announced that it intends to keep rates near zero through 2022, 
reflecting their poor outlook for the economy and the need for monetary support of markets.  Speaking of markets, it looks 
like we might have a rocky start to trading this week, but let’s reflect on what happened last week. 
 

• The Alerian MLP Index finished down over -16%, and remains down -31% year to date 
• Other energy stocks represented by the Energy Select Sector SPDR (XLE), was down -15% for the week 
• In broader markets, the S&P 500 lost -7%, and the ten-year treasury was up 1% 

 
Given overall strong performance in recent weeks, market valuations appear dislocated from what has been an admittedly 
slow economic recovery.  There are signs across the country and across the globe that the pandemic is showing some 
resurgence in the Northern hemisphere and cases are now spiking in the Southern hemisphere.  In fact, we saw the 
highest daily number of new cases globally last week, a sign that perhaps markets are discounting a rosier version of the 
future than we might experience.  Federal Reserve Chairman Jay Powell’s comments Wednesday afternoon seemed to 
put a halt to the risk on trade and triggered a big sell-off on Thursday in risk assets.  Whatever your view, it does appear 
that investors took some gains last week and raised cash into the weakness.  We may have entered a period of 
consolidation in the market, which could lead to higher daily volatility but a generally sideways trend in markets.  
Consolidation is a common occurrence in secular bull markets, which many commentators suggest we are now in, and 
equities are discounting the economy re-opening and a future economic recovery overall. 
 
The markets are not alone in their optimism.  The Energy Information Administration, or EIA, published its Short-term 
Energy Outlook last week and it contained some interesting forecasts.  First, EIA projects global liquid fuels demand to 
exceed global supply sometime in the third quarter of 2020, sooner than they had predicted one month ago.  They 
estimate that demand remains above supply throughout 2021.  The EIA believes that over the next eighteen months, 
global oil and fuel stocks will be drawn down, bringing the market more in balance.  This forecast leads them to predict 
that prices for West Texas Intermediate crude oil will trade near $50 per barrel by the end of 2021.  The is twenty percent 
higher than the futures strip, which sees crude trading closer to $40 per barrel by year-end 2021. For natural gas, EIA is 
predicting declining production and consumption in the U.S. for the rest of 2020 and into 2021.  EIA is predicting that there 
will be lower gas production and gas in storage will be worked off, creating upward price pressures on natural gas in 2021.  
In fact, they see prices averaging near $3 per thousand cubic feet next year compared to an average price in 2020 closer 
to $2, a 50% increase. Again these 2021 estimates are above the futures curve today for the same time frame. 
 
Last week, Citigroup’s energy and commodity analysts shared a somewhat more bearish view.  Shut-ins are an industry 
term for wells that have seen their flow reduced or shut off entirely. Citi expects all voluntary shut-ins will be back online 
by July given current futures prices.  In their view this makes the oil price recovery fragile, especially given their view that 
demand growth will begin to slow from recent annual growth of 1 to 1.2 million barrels a day to a range of 0.8 to 1.0 million 
barrels per day going forward. 
 
Let’s look at company news now.  Bloomberg reported early last week that Chesapeake Energy was in talks with lenders 
about a pre-packaged bankruptcy filing.  On Tuesday, the stock was halted initially after triggering the circuit-breakers. 
After re-opening, the stock plunged by three quarters of its value, only to be halted again.  Broader energy equities 
swooned in sympathy and we saw midstream essentially giving up Monday’s gains to begin what was a volatile week for 
the group.   
 
On Thursday, ONEOK surprised the market when they announced an equity offering.  The stock plunged almost -16% by 
the close.  We can’t know whether this offering spooked generalist investors out of their midstream positions, whether 
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investors were selling their other midstream positions to buy a discounted ONEOK, or whether it was due to broader 
markets being down almost -6%; regardless the reaction ended up pushing the Alerian Midstream Energy Index down 
over -9% on the day.  Ultimately, ONEOK priced its offering at a 24% discount to its previous day’s close, a striking result. 
 
On the project development front, we heard an update from EQM Midstream on their Mountain Valley Pipeline that has 
been involved in some legal and regulatory difficulties regarding rights of way and permits.  On Friday, EQM officially 
delayed their estimate of in-service date to early 2021. As reminder to our listeners, this project is already 92% complete 
but has been held up in its attempt to cross under the Appalachian Trail.  The company is confident in the ultimate 
completion of the project, but the delay will add some costs to the project. 
 
We also got some news from Captain Obvious last week. The National Bureau of Economic Research proclaimed that the 
U.S. entered a recession in March.  Moody’s downgraded their outlook for midstream to negative, as well.  All kidding 
aside, both measures are backward looking and lagging indicators.  Investors should expect more downgrades in energy 
and midstream specifically as the year progresses.  Leverage no doubt ticked up in the second quarter as revenues 
declined and debt outstanding did not.  Nearly half of the rated oil and gas producers have been downgraded this year.  
For midstream, one in five have been downgraded.  Midstream businesses have relatively stable contracted cash flows, 
and this is reflected by bond values which have recovered close to par value for many midstream issuers, suggesting the 
market believes there is a recovery in demand for energy commodities and the recovery for these bond holders will be 
complete. 
 
We’ll close with a reminder that any economic recovery requires that we limit the spread of the COVID-19 virus.  Please 
stay safe and social distance, it is the best choice for everyone. Thanks for joining us and we will be back 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. 
 
Alerian Midstream Energy Index is a broad-based composite of North American energy infrastructure companies. The 
capped, float-adjusted, capitalization-weighted index, whose constituents earn the majority of their cash flow from midstream 
activities involving energy commodities, is disseminated real-time on a price-return (AMNA), total-return (AMNAX), and net 
total-return (AMNAN) basis. Alerian MLP Index the leading gauge of energy infrastructure master limited partnerships 
(MLPs). The capped, float-adjusted, capitalization-weighted index, whose constituents earn the majority of their cash flow 
from midstream activities involving energy commodities, is disseminated real-time on a price-return basis (AMZ) and on a 
total-return basis (AMZX). Energy Select Sector SPDR®  (XLE) ® seeks to provide investment results that, before expenses, 
correspond generally to the price and yield performance of the Energy Select Sector Index (the "Index") which seeks to 
provide an effective representation of the energy sector of the S&P 500 Index. The Index includes companies from the 
following industries: oil, gas and consumable fuels; and energy equipment and services. S&P 500® Index is an unmanaged, 
market-value weighted index of stocks that is widely regarded as the standard for measuring large-cap U.S. stock market 
performance. 
 
It is not possible to invest in an 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.  


