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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 Senior Portfolio Manager Brian Kessens with this week’s QuickTake podcast.
In the biggest week of 2Q earnings so far, MLPs slipped one half of one percent last week in a week with several ex-dividend
dates, outperforming broader energy’s 4.1% skid and crude oil softening by 2.1%.
Sticking with oil, imports into the U.S. are falling sharply leading to inventory draws. In fact, last week saw the biggest one
week drop in U.S. inventories, which fell 10.6 million barrels. The better supply and demand balance, however, was
overshadowed by concerns about a potential coronavirus resurgence, a stalling U.S. economic recovery and U.S. / China
tensions.
In M&A activity last week, CNX Resources (CNX) and CNX Midstream Partners (CNXM) announced an agreement where
CNX Resources, the parent company, will acquire the midstream business at a 15% premium. Management expects the
combined company to be a low cost Appalachia producer with a lower cost of capital and increased free cash flow. We don’t
think this transaction is the beginning of a trend, but rather an exception given CNXM’s small size and liquidity along with the
fact that CNX already owns over 50% of the company.
As noted, it was big week for earnings. Most midstream companies reported in-line with Enterprise notably beating estimates
due to strong crude oil storage opportunities and ONEOK missing following lower volumes in the Bakken. Looking forward,
companies generally maintained second half financial guidance, if not narrowing the range of outcomes. Specific takeaways
include:
(1) Production volumes are rebounding quickly. Enterprise indicated natural gas inlet volumes and NGL production
recovered to 88% and 98% of March levels, respectively, with fractionation plants and NGL pipelines above
March levels. Enterprise noted that crude oil shut-ins were not insignificant at 1.5 to 1.8 million bpd, but they were
short-lived. ONEOK noted that if current market conditions remain, all curtailed volumes could be back in Q3,
already noting a strong volume bounce back this month in the Bakken. Further, Enbridge said its Mainline crude
oil pipe is fully utilized in July and TC Energy noted natural gas volumes on its U.S. and Canadian systems are at
or even above 2019 levels.
(2) What about those crude oil storage opportunities we suspected in 2Q? Enterprise capitalized on the outsized
contango with storage driving a 2Q beat. Management characterized the opportunity as $500 to $600 million, half
of which could be realized in the second half of this year. We’ll see if Plains All-American and Energy Transfer
indicate the same this week.
(3) And on refined product demand? Kinder Morgan already pointed to a potential slow recovery and Magellan
confirmed it this week, expecting a 6% gasoline volume decline and a 12% distillate decline in the second half
after previously assuming a return to normal volumes.
(4) The trend in capex remains lower. Enterprise reduced capex by $700 million, ONEOK kept it flat, and Magellan
announced 2021 capex of $40 million, down 90% year over year. This confirms our view of growing free cash flow
for the sector.
(5) And while we expect the trend for lower capex to continue, there was one new project announcement. TC Energy
announced a $400 million replacement and modernization project for its ANR natural gas pipeline to supply an
existing power plant. We think these smaller, brownfield pipeline upgrades for demand pull purposes are the more
likely types of capex we’ll see in the future. They offer a surer return and a lot less regulatory risk.
(6) Debt capital markets remain healthy. Kinder Morgan and Enterprise both issued 30 year paper last week with very
attractive coupons for the issuers at just above 3%.
(7) There were several questions about the potential of Hydrogen transport in pipelines and it is clear management
teams are contemplating its future role in energy. Enbridge noted its network is well positioned if there is a
transition to hydrogen, though noted the potential is likely decades from now. TC Energy indicated hydrogen can
be blended with natural gas flowing through existing pipelines and left comingled or separated. Right now,
management characterized hydrogen as an interesting concept and they’re ready to capitalize when it becomes
economic. We also understand Enterprise is studying hydrogen transport concepts.
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Lastly, we have been pushing companies to provide sustainability reports and update them routinely. We were really happy
to see Enterprise release its report last week. The report had significant detail on environmental performance, emergency
preparedness, safety and integrity of the company’s systems, along with alignment of management and shareholder
interests. Specifically, Enterprise noted a 19% improvement in direct CO2 emissions in the last decade and a 99.999% safe
handling of volumes rate. We always expected midstream companies are managing emissions well. Great to see
confirmation.
This week remains another heavy week of earnings releases. We’re expecting continued forward guidance within previous
ranges and look for further updates on the energy recovery in the second half of the year.
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.
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.
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.
Crude Oil = West Texas Intermediate (WTI): Light, sweet crude oil commonly referred to as "oil" in
the Western world. West Texas Intermediate is the underlying commodity of the New York Mercantile Exchange's oil futures
contracts.
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 forwardlooking 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.
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