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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.
Did you hear that noise? It is the train that has left the station and investors are jumping on board as investors are
beginning to appreciate the potential of the U.S. energy sector. Last week, the energy sector continued its dominant
performance in April with the sector as represented by the S&P Energy Select Sector® Index rising by almost 3%. The
energy sector outperformed all other sectors in the S&P 500® Index last week. During the month of April, the energy
sector has been the best performing sector by a wide margin rising by 8.7% outperforming the next best sector 5%. MLPs
followed a similar pattern as the Tortoise MLP Index® rose by 3.4% last week and are up 6.6% in April. Despite the recent
strong performance, we think the party is just getting started. In our opinion, both the energy sector and MLPs can
carryover the strong recent performances as the positive long term fundamentals play out. In the short term, we believe
the energy sector and MLPs will benefit as both sectors catch-up to oil prices that have increased by 13% in 2018 and are
up over 60% from their lows reached in June 2017.
Speaking of oil prices, a new analyst initiated coverage on oil prices last week. Who am I talking about? The President of the
United States. Mr. Trump declared on Friday via Twitter of course that “Oil prices are artificially very high! No good and will
not be accepted.” While these comments slightly stalled the rally in oil prices on Friday, oil prices ended the week 1.5%
higher supported by continued declines in U.S. and global oil inventories, better than expected OPEC compliance and the
potential for OPEC’s production cuts to extend into 2019 and beyond. At Tortoise, we focus on global oil demand and want
oil prices to remain low enough to spur above-average demand growth in the years to come. We are keeping our eye on
gasoline prices. The Energy Information Administration or EIA expects gasoline prices to be the highest in four years.
Last week, the EIA also reported current Permian Basin oil production of 3.2 million barrels a day up 800 thousand barrels
per day a year ago. How significant is this? If the Permian was part of OPEC, the Permian would be the fourth largest
producer behind Saudi Arabia, Iraq, and Iran. At this pace, Permian oil production could overtake Iran by end of 2018.
The last statistic out of the EIA last week that should help investors appreciate the U.S. energy sector even more is that U.S.
net petroleum imports that includes crude oil, petroleum products and natural gas plant liquids ended 2017 at 3.7 million
barrels per day the lowest level since 1971. Of course, record U.S. exports of petroleum products are biggest contributor.
Shifting to other news from last week, the 10-year Treasury yield rose by 14 basis closing at 2.96% on Friday. This rise left
many in the media talking about inflation concerns. Traditionally, the energy sector has performed well during inflationary
periods. Over the last five one-year periods when the monthly consumer price index rose by at least 3% over the index in the
previous year, the energy sector has been the top performing sector in the S&P 500® Index.
In other news, you have heard me talk a lot about records and firsts for the energy sector in 2018. Another first was
achieved last week. This time it was the first time that three ships carrying liquefied natural gas traveled through the Panama
Canal on the same day. This illustrates the strong demand in U.S. LNG from Asia. The expansion of the Panama Canal
reduced travel time from the U.S. to Asia by 42% enhancing the competiveness of U.S. LNG.
Last week marked the start of the first quarter earnings season. As usual, the first company out of the gate was Kinder
Morgan. Kinder Morgan set the tone for what should be a very good earnings season in our opinion. Kinder Morgan beat
analyst estimates for EBITDA and distributable cash flow per share. But more importantly, Kinder Morgan generated free
cash flow allowing the company to increase its dividend by 60% and to buy back $500 million of its stock. In addition, Kinder
Morgan added $900 million of new projects to its backlog. Like Kinder Morgan, many companies in the energy sector are
expected to be entering an era of significant free cash flow generation providing management teams with lots of flexibility.
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Schlumberger, the largest oilfield services company in the world, reported earnings in-line as well. A couple of interesting
points from the Schlulmberger CEO Paal Kibsgaard. First, Mr. Kibsgaard highlighted declining oil production in Angola,
Mexico, Malaysia, China, and Indonesia due to dramatic underinvestment in global exploration and production activity over
the past three years. Next, Mr. Kibsgaard suggested that U.S. shale oil producers are starting to face challenges including:
well to well interference as more infill drilling takes place, lower production per well as producers step out of Tier 1 acreage
and growing infrastructure constraints. What this means is that U.S. oil production might be slightly less than the 1 million
barrel per day growth that most are expecting in 2018. However, his comments also highlight our views that additional
infrastructure is necessary to support growing U.S. production.
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 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.
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.
The S&P 500® Index is a market-value weighted index of equity securities.
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.
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