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Summary

• While renewable energy capacity is expected to grow significantly in the coming decades, it also faces 
massive challenges for widespread adoption.

• With the growing pressure to decarbonize, midstream companies provide a backbone for carbon capture 
and hydrogen to provide viable solutions in the future, particularly for hard-to-abate sectors critical to the 
economy. 

• Building on the constructive tone set in 1Q21, midstream outlooks remain upbeat on expectations of an 
improving commodity environment in 2022, with some companies also providing color around short-term 
and long-term opportunities from the energy transition.

Last week we virtually attended the Energy Infrastructure Council (EIC) Investor Conference in Las Vegas. We 
heard from a wide range of industry stakeholders, from lawyers to analysts to key members from traditional 
and renewable infrastructure companies. This year’s conference largely emphasized ESG trends and provided 
insight into the regulatory, political, and macro issues affecting the energy infrastructure space. While 
the main topic of discussion was the energy transition and its impact on energy infrastructure, attending 
midstream companies also provided additional color around their outlooks, among providing other updates. 

Midstream outlook holds positive.    
Building on the constructive tone set by the “beat and raise” quarter in 1Q21, attending midstream 
management teams provided largely upbeat commentary around the demand outlook on expectations of 
an improving commodity environment in 2022.  Companies highlighted expectations for more robust volume 
growth in 2022 and alluded to favorable operating leverage and steady capital spending levels.  Capital 
allocation was also largely topical, while management teams indicated distribution growth remains an 
option, share buybacks seemed the preferred payout in the short term, with most emphasizing the option 
for opportunistic buybacks in 2021. Inflation also came up in several discussions, with most management 
teams seeing some cost pressures but no significant impacts, and a handful of management teams alluding 
to contract protections as further insulation from inflation.  Regarding developments around the energy 
transition, management teams highlighted short term opportunities around gas capture, renewable fuels, as 
well as the evaluation of longer-term opportunities from hydrogen and carbon capture.

The energy transition poses a challenging path.     
Among the discussions, panelists emphasized the difficulties of the energy transition and the myriad of 
challenges for renewable energy, alluding that carbon capture and hydrogen could provide solutions to 
decarbonize that could also help ensure energy security throughout the energy transition. To put some of 
the challenges for renewable energy into context, The International Energy Agency (IEA) issued a report 
last week laying out a pathway for global net zero emissions by 2050 that would require annual additions 
of solar and wind capacity through 2030 four times the record amounts added in 2020.  In addition, the 
market size for critical minerals like copper, cobalt, manganese, and other rare earth metals would need to 
grow seven-fold to 2030.  While the IEA’s scenario incorporates halting fossil fuel exploration and spending 
on new projects—an area that got much attention—it also notes that traditional oil and gas companies fit 
well with opportunities around carbon capture, hydrogen, and offshore wind, and emphasizes the need for 
new pipelines to transport captured carbon dioxide (CO2) and systems to move hydrogen. Nonetheless, the 
IEA’s report provides a sobering reality check to the magnitude of challenges the energy transition poses for 
societies, economies, and governments. 

https://insights.alerian.com/weather-improving-macro-drive-strong-1q21-for-midstream
https://www.iea.org/reports/net-zero-by-2050
https://www.iea.org/reports/net-zero-by-2050
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Existing energy Infrastructure provides a backbone to cleaner energy.  
Panelists emphasized the growing pressure to decarbonize and alluded to carbon capture and hydrogen 
leveraging existing energy infrastructure to provide viable solutions, particularly for hard-to-abate sectors 
critical to the economy. For example, blue hydrogen, which is produced from natural gas and combined 
with carbon capture technology, could provide low-carbon solutions for heavy road freight, shipping, 
aviation, chemicals, cement, and steel. Hydrogen could be quietly emerging as a critical component of the 
world’s renewable energy mix given its flexibility to alternate between low-carbon (blue hydrogen) and 
carbon neutral (green hydrogen). Numerous countries around the world have adopted hydrogen strategies 
since 2020. Furthermore, while some might underappreciate the role traditional energy companies play in 
addressing emissions and providing solutions, many of them have taken proactive roles—as discussed in 
prior research (read more here). For example,  ExxonMobil (XOM) and Chevron (CVX) both confirmed their 
commitments to deploy large scale carbon capture projects during their first quarter calls of 2021. While 
existing infrastructure would likely require upgrades and additions to efficiently move hydrogen and CO2 at 
scale, it provides a backbone that could be crucial for reaching net zero emission goals.

Bottom Line: 
With growing pressure to decarbonize, carbon capture and hydrogen could provide viable solutions in the 
future, particularly for hard-to-abate sectors critical to the economy. Midstream companies provide the 
backbone to facilitate the use of cleaner energy and are likely to benefit from short and long-term clean 
energy opportunities as progress is made around renewable fuels, carbon capture, and hydrogen. 

https://www.fchea.org/in-transition/2021/2/2/international-hydrogen-plans-update-other-countries
https://insights.alerian.com/can-midstream/mlps-be-a-green-investment#:~:text=MLPs%20with%20refined%20product%20terminals,(ethanol%2C%20biodiesel)%20today.
https://corporate.exxonmobil.com/
https://www.chevron.com/
https://www.spglobal.com/platts/en/market-insights/latest-news/electric-power/043021-exxonmobil-chevron-affirm-large-scale-carbon-capture-projects-in-q1-calls
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This Document Is Impersonal and Not a Solicitation. In 
jurisdictions where Alerian, S-Network Global Indexes, or 
their affiliates do not have the necessary licenses, this 
document does not constitute an offering of any security, 
product, or service. Alerian and S-Network Global Indexes 
receive compensation in connection with licensing its 
indices to third parties. All information provided by 
Alerian and S-Network Global Indexes in this document is 
impersonal and not customized to the specific needs of 
any entity, person, or group of persons. Alerian, S-Network 
Global Indexes, and their affiliates do not endorse, manage, 
promote, sell, or sponsor any investment fund or other 
vehicle that is offered by third parties and that seeks to 
provide an investment return linked to or based on the 
returns of any Alerian or S-Network Global Indexes index.

No Advisory Relationship. Alerian and S-Network Global 
Indexes are not investment advisors, and Alerian, S-Network 
Global Indexes, and their affiliates make no representation 
regarding the advisability of investing in any investment 
fund or other vehicle. This document should not be 
construed to provide advice of any kind, including, but not 
limited to, tax and legal.

You Must Make Your Own Investment Decision.  It is not 
possible to invest directly in an index. Index performance 
does not reflect the deduction of any fees or expenses. 
Past performance is not a guarantee of future returns. You 
should not make a decision to invest in any investment 
fund or other vehicle based on the statements set forth in 
this document, and are advised to make an investment in 
any investment fund or other vehicle only after carefully 
evaluating the risks associated with investment in the 
investment fund, as detailed in the offering memorandum 
or similar document prepared by or on behalf of the issuer. 
This document does not contain, and does not purport 
to contain, the level of detail necessary to give sufficient 
basis to an investment decision. The addition, removal, or 
inclusion of a security in any Alerian or S-Network Global 
Indexes index is not a recommendation to buy, sell, or hold 
that security, nor is it investment advice.

No Warranties.  The accuracy and/or completeness of 
any Alerian or S-Network Global Indexes index, any data 
included therein, or any data from which it is based is 
not guaranteed by Alerian or S-Network Global Indexes, 
and it shall have no liability for any errors, omissions, or 
interruptions therein. Alerian and and S-Network Global 
Indexes make no warranties, express or implied, as to 
results to be obtained from use of information provided 
by Alerian and S-Network Global Indexes and used in this 
service, and Alerian and S-Network Global Indexes expressly 
disclaim all warranties of suitability with respect thereto.

Limitation of Liability.  While Alerian and S-Network 
Global Indexes believe that the information provided in 
this document is reliable, Alerian and S-Network Global 
Indexes shall not be liable for any claims or losses of any 
nature in connection with the use of the information in 
this document, including but not limited to, lost profits 
or punitive or consequential damages, even if Alerian 
and S-Network Global Indexes have been advised of the 
possibility of same.

Research May Not Be Current. This document has been 
prepared solely for informational purposes based on 
information generally available to the public from sources 
believed to be reliable. Alerian and S-Network Global 
Indexes make no representation as to the accuracy or 
completeness of this document, the content of which 
may change without notice. Alerian and S-Network Global 
Indexes expressly disclaim any obligation to update the 
contents of this document to reflect developments in the 
energy Master Limited Partnership sector. The methodology 
involves rebalancings and maintenance of indices that 
are made periodically throughout the year and may not, 
therefore, reflect real-time information.

Linked Products.  Alerian and S-Network Global Indexes 
licenses its indexes to third parties for the creation of 
investment funds or other vehicles. Alerian and S-Network 
Global Indexes are not responsible for the information on 
these websites or for anything that they provide.

Policies and Procedures.  Analytic services and products 
provided by Alerian and S-Network Global Indexes are 
the result of separate activities designed to preserve the 
independence and objectivity of each analytic process. 
Alerian and S-Network Global Indexes have established 
policies and procedures to maintain the confidentiality 
of material non-public information received during each 
analytic process. Alerian, S-Network Global Indexes, and 
their affiliates provide a wide range of services to, or 
relating to, many organizations, and may receive fees or 
other economic benefits from these organizations.

Copyright. No Unauthorized Redistribution.  Alerian and 
S-Network Global Indexes © 2021. All rights reserved. This 
document, in whole or in part, may not be redistributed, 
reproduced, and/or photocopied without prior written 
permission.
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