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Summary

- Outof the 39 dividend-paying constituents in Alerian’s broadest midstream index, AMNA, 33 companies
maintained payouts, 3 cut, and 3 grew sequentially.

-+ Multiple names have provided 2021 dividend/distribution guidance and are anticipating flat or increasing
payouts.

- Although some dividend cut risk still exists, the vast majority of midstream names appear well positioned to
continue to provide investors with steady, attractive income.

Even as buyback programs become more common among MLPs and midstream companies (read more),
dividends/distributions remain front and center for investors, particularly in the current yield-starved
environment. Since the initial wave of dividend cuts in the wake of COVID-related oil demand destruction

this spring, midstream payouts have generally held steady, though there were three cuts among 3Q20
announcements. Despite mostly stable payouts, midstream yields have remained stubbornly elevated.

For context, the November 13 yields of 8.51% and 11.57% for the Alerian Midstream Energy Index (AMNA)

and Alerian MLP Infrastructure Index (AMZI) are 193 and 286 basis points above their five-year averages,
respectively. Today’s piece breaks down 3Q20 midstream dividend announcements and discusses the outlook
for payouts going forward.

3Q20 Dividends: Three cuts overshadow stability and a few examples of growth.

Last quarter, only one small MLP cut its distribution, and the majority of midstream names kept dividends flat
(read more). With several cuts to 1Q20 dividends (read more), the ability of midstream companies to afford their
dividends has markedly improved. (Please see AMZI distribution coverage details in the appendix.) Stability
remained the overarching trend in 3Q, but that tends to be overshadowed by a couple cuts. The charts on the
following page show the quarter-over-quarter (Q/Q) changes to dividends for constituents of the AMNA, AMZ|,
and Alerian MLP Index (AMZ). To be clear, 3Q20 dividends refer to the dividends that will be paid in 4Q20 based
on third quarter results. The three names in AMNA that do not currently pay a regular dividend are Cheniere
Energy (LNG), Macquarie Infrastructure (MIC), and Tellurian (TELL). However, MIC announced plans to pay a

special dividend of approximately $10.75 per share subject to board approval upon closing of the sale of its
International-Matex Tank Terminals business, which is anticipated later this year orin early 2021. Additionally,
Cheniere’s management characterized a dividend as an “eventuality” on their 3Q call.



https://insights.alerian.com/midstream-mlps-bring-on-the-buybacks
https://www.alerian.com/indexes/amna-index/
https://www.alerian.com/indexes/amzi-index/
https://insights.alerian.com/midstream-mlp-2q20-dividends-distributions-hold-steady
https://insights.alerian.com/1q20-mlp-midstream-dividend-recap-putting-cuts-in-context
https://www.alerian.com/indexes/amz-index/
https://www.cheniere.com/
https://www.cheniere.com/
https://www.micinc.com/
https://www.tellurianinc.com/
https://www.micinc.com/about/news/2020/mic-reports-third-quarter-2020-financial-and-operational-results-sale-imtt.html
https://globalmeet.webcasts.com/starthere.jsp?ei=1393156&tp_key=40a15bbc8d
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AMNA, AMZ, AMZI Q/Q Dividends: Overall Stability Despite a Few Cuts
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Using our broadest midstream index, AMNA, as a benchmark for the space, 36 of the 39 dividend-paying
midstream companies either maintained or increased their payouts sequentially for the quarter. For the third
straight quarter, Cheniere Energy Partners (CQP), Delek Logistics Partners (DKL), and Hess Midstream (HESM)
raised their distributions. Three MLPs announced distribution cuts: Energy Transfer (ET), NGL Energy Partners
(NGL), and Rattler Midstream (RTLR). Both ET and NGL reduced payouts by 50%, citing the desire to accelerate

deleveraging. This was NGL's second cut this year, with the 3Q20 payout representing a total decline of 74.4%
fromits 4Q19 distribution of $0.39/unit. Instead of being leverage focused, RTLR’s distribution cut represented
an opportunistic reallocation of capital in response to the market environment. Alongside its 31.0% reduction,
the partnership launched a $100 million unit repurchase program as another means of returning capital to its
unitholders. Even after accounting for recent cuts, each of these names continued to yield north of 10% as of
November 13, which to be fair, is not unique among midstream names.



https://cqpir.cheniere.com/
https://www.deleklogistics.com/investor-relations
https://www.hessmidstream.com/
https://www.energytransfer.com/
http://www.nglenergypartners.com/
https://www.rattlermidstream.com/
https://ir.energytransfer.com/news-releases/news-release-details/energy-transfer-reports-solid-third-quarter-2020-results
http://www.nglenergypartners.com/investor-relations/press-releases/
https://www.rattlermidstream.com/news-releases/news-release-details/rattler-midstream-lp-subsidiary-diamondback-energy-inc-reports-4
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Year-over-year comparison reflects pre-COVID growth and post-COVID cuts.

With a few exceptions, the midstream universe has largely been maintaining dividends rather than growingin
order to protect balance sheets and preserve financial flexibility. The year-over-year comparison below reflects
the combination of growth from names that raised 4Q19 payouts in early 2020 and post-COVID cuts for many
names. While a somewhat muddied comparison, the charts below provide helpful context, particularly given
that some companies, such as Enbridge (ENB) and TC Energy (TRP), have historically grown their dividends on

an annual basis instead of making smaller, quarterly increases. As shown, the majority of AMNA, AMZ, and AMZI
constituents by weighting have either grown or maintained their dividends on a year-over-year basis. For AMNA
specifically, 71.9% of the index has grown payouts from 3Q19 to 3Q20, reflecting the health of the larger names
that command a higher weighting in the index and the inclusion of US and Canadian corporations, such as ENB
and TRP. It is worth noting again, however, that the vast majority of this growth occurred in 4Q19.

AMNA, AMZ, AMZI Y/Y Dividends: Pre-COVID Growth and Post-COVID Cuts
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https://www.enbridge.com/
https://www.tcenergy.com/
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What’s next for dividends/distributions?

While a recovery in energy fundamentals, particularly for oil, remains in process, dividends from midstream
companies are expected to remain largely steady. This view is supported by the combination of proactive

cuts already made and the solid positioning of large names that have maintained payouts. Looking ahead

t0 2021, some companies have discussed maintaining payouts next year or even targeting growth. Magellan
Midstream Partners (MMP) plans to target 2021 distributions at the current level as noted in the 3Q release. In
its preliminary 2021 guidance, Western Midstream Partners (WES) indicated that it intends to pay at least $1.24/
unit of distributions for the year, which isin line with its existing quarterly payout. CQP is guiding to continued
annual growth of 1.9% at the midpoint for its 2021 distributions. TRP continues to project 8-10% dividend
growth in 2021 followed by 5-7% annual growth afterwards. Altus Midstream (ALTM), which is not currently in
AMNA, announced that management would recommend to its board initiating a quarterly dividend of $1.50 per
share starting in March 2021, sending shares up 204.5% on the day of the announcement.

While the likelihood of further dividend cuts is seen as limited, there is still some risk. Many companies have
already cut to prioritize their balance sheets, but there could be straggler cuts announced with a goal of
reducing leverage. Persistently high yields could also cause boards and management teams to reevaluate
dividends as the market has arguably not adequately rewarded steady payouts. Elevated yields could lead to
additional examples of a dividend cut paired with a buyback announcement, similar to RTLR, though it seems
unlikely that many companies will follow in RTLR’s footsteps (read more). Finally, the outcome of the legal
proceedings surrounding the Dakota Access Pipeline (DAPL) could impact the distribution of Phillips 66 Partners
(PSXP). On the 2020 call, management indicated a DAPL shutdown would be reason to evaluate the distribution.
Despite these risks, the vast majority of names are well positioned to continue to maintain their current
dividends, and some are positioned for growth.

Bottom Line

Despite a few cuts this quarter, the majority of the MLP/midstream universe has continued to provide investors
with substantial income, with a couple names even continuing to raise payouts throughout the year. Looking
ahead, the vast majority of energy infrastructure companies appear well positioned to maintain their current
dividends or even provide growth, representing an attractive opportunity forincome-seeking investors.



https://magellanlp.com/
https://magellanlp.com/
https://www.magellanlp.com/magellannews.aspx?id=F308B895-6824-4250-9A89-7473AC5028A9
http://www.westernmidstream.com/
http://investors.westernmidstream.com/2020-11-09-Western-Midstream-Announces-Third-Quarter-2020-Results
https://cqpir.cheniere.com/news-presentations/press-releases/detail/196/cheniere-partners-reports-third-quarter-2020-results-and
https://www.tcenergy.com/announcements/2020-10-29-tc-energy-reports-robust-third-quarter-financial-results/
https://www.altusmidstream.com/home
https://www.altusmidstream.com/news-releases/news-release-details/altus-midstream-announces-third-quarter-2020-results
https://insights.alerian.com/free-cash-flow-a-tailwind-for-midstream-mlps-in-2021
https://www.phillips66partners.com/
https://s22.q4cdn.com/508001806/files/events/2020/Phillips-66-Partners-2Q-2020-Earnings-Transcript.pdf
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Appendix
AMZI Distribution Coverage Remains Elevated Relative to History
Name Ticker 4Q19 1Q20 2020 3Q20
Crestwood Equity Partners LP CEQP 2.0x 2.1x 16x 1.9x
Cheniere Energy Partners LP** cQP N/A N/A N/A N/A
DCP Midstream LP* DCP 11x 2.6x 2.0x 2.4
Enable Midstream Partners LP ENBL 1.2x 3.0x 21x 2.0x
EnLink Midstream LLC ENLC 2.2x% 3.7% 3.7x 3.8x
Enterprise Products Partners LP EPD 17x% 16x lex 17x
Energy Transfer LP ET 1.9x 1.7x 15% 41X X
Genesis Energy LP GEL 13x 4.5% 2.7% 3.8x
Holly Energy Partners LP HEP 0.9x 2.0x 1.9x 2.1x
Magellan Midstream Partners LP MMP 1.5% 13x% 0.9% 1.1x
MPLX LP MPLX 14x 14x 1.4x 14x
Noble Midstream Partners LP NBLX 11x 5.5X 4.7% 4.7%
NGL Energy Partners LP* NGL 2.0x 13x 10x 0.9x Qfg
MNustar Energy LP NS 16x 2.8x 1.4x 19x
Plains All American Pipeline LP PAA 2.0x 2.3x 23x 3.5%
Phillips 66 Partners LP PSXP 1.3x Lé4x 11x 1.2x
Shell Midstream Partners LP SHLX 1.0x 1.0x 1.0x 1.0x
TC PipeLines LP TCP 1.6% 19x% 1.2x 0.8x
Western Midstream Partners LP** WES 1.2x 2.8x N/A N/A
Average 1.5x 2.4% 1.9x 2.3x
Median 1.5x 2.1x 1.6x 1.9x

2 represents adistribution cut that took place for 3020.

* Calculated based on DCF and common unit, GR, 1DR, and preferred distributions where applicable.
** pays a distribution but does not report DCF.

source: Company Reports as of November 10, 2020




// Disclaimers

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 documentis
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. Itis 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 investin 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 investmentin 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, norisitinvestmentadvice.

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.
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Limitation of Liability. While Alerian and S-Network
Global Indexes believe that the information provided in
this documentis 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 forinformational 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 © 2020. 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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