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Summary
« With no dividend cuts this quarter and some companies resuming growth for the first time since the
pandemic, midstream/MLP payouts seem to be garnering positive momentum.

« The combination of an improved macro backdrop, solid operational performance in 2021, significant free
cash flow generation, and equity yields more in-line with historical averages makes for a more conducive
backdrop for midstream distribution growth.

- Dividend increases and buyback activity are clear signs of management teams’ confidence in their
businesses. While midstream investors can anticipate more guidance on 2022 payouts in the months
ahead, the data points and commentary thus far contribute to a positive outlook.

For the first quarterin two years, there were no dividend cuts across Alerian’s midstream indexes for 3Q21
payouts. While that alone is positive, multiple examples of growth this quarter - including from companies
that had not grown payouts since the pandemic - and commentary around future dividend growth are
welcome developments for investors. Today’s note recaps 3Q21 midstream dividend announcements and
why investors should be encouraged by the outlook for dividends.

3Q21 Dividend Recap: No cuts and some growth as backdrop improves.

The combination of an improved macro backdrop, solid operational performance in 2021, significant free
cash flow generation, and equity yields more in-line with historical averages (see chart below) makes for
amore conducive backdrop for midstream distribution growth. This is evidenced by commentary from
some companies about future dividend growth (discussed more below), and two large MLPs growing

their distributions for the first time since the pandemic - notably while also repurchasing units. Magellan
Midstream Partners (MMP) announced a 1% distribution increase alongside an incremental $750 million
buyback authorization as the company exhausted its prior authorization by repurchasing $390.7 million in
unitsin 3Q21. MPLX (MPLX) announced a 2.5% increase to its base distribution, a special distribution of $0.575
per unit,and completed $155 million in unit buybacks in 3Q21. For the space broadly, many companies were
active with buybacks in the quarter, as will be detailed in a future note. Meanwhile, others continued to
provide sequential distribution growth, including Cheniere Energy Partners (CQP), Delek Logistics Partners
(DKL), Hess Midstream (HESM), and Western Midstream Partners (WES).

Midstream Yields Remain Attractive Relative to Other Sectors

AMZI AMNA REITs (FNRS) Utilities (SSUTIL) Bonds (LBUSTRUU)
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Utilities are represented by the S&P 500 Utilities Index (SSUTIL). REITs are represented by the FTSE NAREIT Real Estate 50 Index (FNRS).
Bonds are represented by the Bloomberg Barclays US Aggregate Bond Index (LBUSTRUU).
Source: Alerian, Bloomberg as of October 29, 2021


https://www.magellanlp.com/magellannews.aspx?id=5BEA3636-946A-4123-B477-12D2B247A5BF
https://ir.mplx.com/CorporateProfile/press-releases/news-details/2021/MPLX-LP-Reports-Third-Quarter-2021-Financial-Results/default.aspx
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The pie charts below show the quarter-over-quarter changes to dividends for the Alerian Midstream Energy
Index (AMNA), Alerian MLP Index (AMZ), and Alerian MLP Infrastructure Index (AMZI) by comparing 3Q21 with
2Q21.To be clear, 3Q21 dividends refer to the dividends that will be paid in 4Q21 as a result of operational
performance in 3Q21. Of note, Cheniere Energy (LNG) initiated a quarterly dividend of $0.33 per share this
quarter. Additionally, Macquarie Infrastructure (MIC) paid a special dividend of $37.39 per unitin October
from the proceeds of an asset sale and continues to expect its merger with an entity managed by Argo
Infrastructure Partners to close in 1H22, resulting in a distribution of $3.83 per unit.

Q/Q Comparison: Steady Dividends with Examples of Growth in 3Q21
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KEY CN and PPL CN pay monthly dividends. For these names, dividends for October 2021 were compared with June 2021
Source: Alerian, Company Reports as of November 3, 2021.

Year-over-year Comparison: Steady overall, decent examples of growth, few cuts.

Looking at year-over-year trends for dividends, most names have grown or maintained their payouts with
only a few examples of cuts. Perhaps surprisingly, when looking at the changes by weighting, a greater
portion of companies have grown dividends than maintained them relative to 3Q20 payouts. Because some
companies tend to increase their dividends once per year, often with the fourth quarter or first quarter
payout, the year-over-year comparison can be more informative than the sequential trends. Please note that
companies not in the index for both periods have been excluded from the comparison.



https://www.alerian.com/indexes/amna-index/
https://www.alerian.com/indexes/amna-index/
https://www.alerian.com/indexes/amz-index/
https://www.alerian.com/indexes/amzi-index/
https://lngir.cheniere.com/news-events/press-releases/detail/229/cheniere-announces-comprehensive-long-term-capital
https://www.micinc.com/about/news/2021/mic-reports-third-quarter-2021-financial-operational-results.html
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Y/Y Comparison: Most Names Growing or Maintaining with Only a Few Cuts
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Source: Alerian, Company Reports as of November 3, 2021.

Outlook: Commentary points to future growth.

Company commentary on earnings calls and in press releases reinforces expectations for future dividend
growth with more clarity likely in the coming months. Consistent with the past, Enterprise Products
Partners (EPD) plans to announce distribution growth guidance for 2022 in January. Enbridge (ENB) expects
to provide 2022 dividend guidance at its Investor Day in December. Williams’ (WMB) management noted on
their earnings call that steady dividend growth should be expected. While not specific to dividend increases,
Energy Transfer (ET) noted that strong 2021 performance is creating the potential for dividend increases and/
or buybacks beginning in 2022. Others have provided more explicit dividend guidance, for example:

- Cheniere Energy Partners (CQP) guided to 2022 distributions of $3.00 - $3.25 per unit, compared to 2021
distribution guidance of $2.60-$2.70 per unit.

- Crestwood Equity Partners (CEQP) expects to raise its distribution to $2.62 per unit annually upon closing
the acquisition of Oasis Midstream Partners (OMP), which represents an approximate 5% increase.

- Targa Resources (TRGP) plans to recommend to its board an increase in its quarterly dividend to be paid
in February 2022 to $0.35 per share from $0.10 per share currently. TRGP expects to be able to deliver
modest annual dividend growth beyond 2022.

- TCEnergy (TRP) adjusted its annual dividend growth target to 3-5% from 5-7% to allow the company to
manage its leverage and internally fund more of its growth capital.



https://cqpir.cheniere.com/news-presentations/press-releases/detail/213/cheniere-partners-reports-third-quarter-results-and
https://www.crestwoodlp.com/investors/news/news-details/2021/Crestwood-to-Acquire-Oasis-Midstream-Partners-in-1.8-Billion-Transaction/default.aspx
https://www.targaresources.com/news-releases/news-release-details/targa-resources-corp-reports-third-quarter-2021-financial
https://www.tcenergy.com/announcements/2021-11-05-tc-energy-reports-strong-results-while-progressing-numerous-growth-initiatives/?utm_source=email&utm_medium=marketingcloud&utm_campaign=&utm_content=&utm_term=
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Bottom line:

Dividend increases and buyback activity are clear signs of management teams’ confidence in their
businesses. An improving macro energy landscape, moderating equity yields, and significant free cash
flow generation create a more constructive backdrop for dividend growth. While midstream investors can
anticipate more guidance on 2022 payouts in the months ahead, the data points and commentary thus far
contribute to a positive outlook.

AMZI is the underlying index for the Alerian MLP ETF (AMLP) and the ETRACS Alerian MLP Infrastructure
Index ETN Series B (MLPB). AMZ is the underlying index for the JP Morgan Alerian MLP Index ETN (AMJ) and
the ETRACS Quarterly Pay 1.5x Leveraged Alerian MLP Index ETN (MLPR). AMNA is the underlying index for the
ETRACS Alerian Midstream Energy Index ETN (AMNA).

Related Research:

Robust Free Cash Flow Generation Sets Midstream Apart
Midstream/MLP Buyback Update



https://insights.alerian.com/robust-free-cash-flow-generation-sets-midstream-apart
https://insights.alerian.com/midstream/mlp-buyback-update
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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 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
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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 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.
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permission.
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