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About Alerian

Source: Alerian as of September 28, 2018

Real-time MLP Index

MLP ETN

MLP ETF

billion in index-linked products

market share for passive exchange traded products

17
product
partners

72%

$15

AMZ  /  AMZI  /  AMEI  /  AMCS / AMZE  /  ANGI  /  AMLI  /  AMMI  /  AMSI / AMCI / 
AMNA / AMUS

REAL-TIME MLP & ENERGY INFRASTRUCTURE INDICES12
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About Alerian // Alerian index series
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About Alerian // Facilitating energy infrastructure investing

Source: Alerian as of September 28, 2018

$15.3
billion
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About Alerian // Facilitating energy infrastructure investing

Source: Alerian as of September 28, 2018 
Note: UITs, Return of Capital Notes, and ALEFX are available on select platforms.
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Overview of MLPs // Why MLPs?

Stable Cash Flows

Fee-based, volume-driven 
business models that benefit 
from growing energy demand 

domestically and abroad

Energy Infrastructure

Exposure to long-lived real assets 
that generate inflation-protected 

cash flows; organic project 
development supports growing 

cash flows, allowing for 
increased distributions

Diversification

Low correlation to other 
income-oriented 

investments, including: 
REITs, utilities and bonds; 

MLPs are not in the S&P 500

Above-Average Yield

MLPs pay no taxes at the entity 
level, so they can distribute more 
of their cash flow to investors as 

distributions
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Overview of MLPs // What is an energy infrastructure asset?
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Overview of MLPs // Simple investment story, complex tax structure

General Taxation

• Income/deductions are passed through to 
unitholders on a Schedule K-1

• Investors must file income taxes in each state in 
which the MLP operates

• 70%-100% of MLP distributions are tax-deferred 
return-of-capital

• Remaining 0%-30% of MLP distributions are taxed 
at ordinary income rates

Wealth Transfer

• No ordinary income “recapture” of cost basis

• Cost basis is “stepped-up” to current price on day of 
transfer

Treatment at Sale

• Gain from reduced basis is “recaptured” and 
taxed at ordinary income rates

• Any remaining taxable gain is taxed at capital 
gain rates

Tax-Advantaged Accounts

• Subject to tax if unrelated business taxable income 
(UBTI) exceeds $1,000

• UBTI based on partnership income, not cash 
distributions
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Energy Infrastructure Investing // Many access products available

Note: Faded colors represent funds that are now delisted

Source: Alerian as of September 28, 2018

115
Access Products 

Launched
Since 2004
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Energy Infrastructure Investing // Product decision tree
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Energy Infrastructure Investing // Different options to meet needs

***Due to expense ratio being taken from NAV, and income being treated as return of capital / qualified dividend
***Due to expense ratio being taken from coupon, and coupon being taxed as ordinary income 
***Due to lower MLP exposure

ETN

Little/No Tracking Error
100% MLP Exposure

Generally Lower After-Tax Income**
Credit Risk of Issuer

Tax-Advantaged Investors
Total Return Investors
Comfortable with Issuer 
Credit Risk 

C Corp 40 
Act Funds

Generally Higher After-Tax Income*
Ownership of Underlying Securities
100% MLP Exposure

Deferred Tax Liability Mutes Gains

After-Tax Yield Investors

RIC-
Compliant

40 Act 
Funds

Little/No Tracking Error
Ownership of Underlying Securities

25% MLP Exposure
Generally Lower Income***

Tax-Advantaged Investors
Total Return Investors
Comfortable with Non-MLP Investments
Prefer Broad Exposure

Advantages

Disadvantages

Suitability
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Energy Infrastructure Investing // Midstream universe

Source: Alerian as of November 9, 2018



17

Energy Infrastructure Investing // Attractive relative yields 

Source: Alerian, Bloomberg as of November 9, 2018
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Energy Infrastructure Investing // Passive vs. active – high overlap

Source: SEC filings as of August 31, 2018
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Energy Infrastructure Investing // Liquidity constraints with MLPs

Source: Bloomberg as of October 31, 2018
Assumes trader comprises 10% of daily trading volume
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Current Issues // Robust oil and gas production in the US

Source: US Energy Information Administration as of October 31, 2018

US Crude Production Since 2010 US Natural Gas Production Since 2010
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Current Issues // US becoming major energy supplier to rest of world

Source: US Energy Information Administration as of October 31, 2018

US Crude and Petroleum Product Exports Reaching New Highs US Exports of Natural Gas Liquids Steeply Rising
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Current Issues // Robust EBITDA growth anticipated in 2019

*The $1,325 MM represents the top end of 2018 guidance, which TRGP expects to exceed.
Source: Company reports as of November 16, 2018
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Current Issues // MLP consolidation transactions continue
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Current Issues // Most midstream names structured as MLPs

Source: Alerian as of November 09, 2018 
Note: The chart does not account for the pending transactions on slide 24. Midstream companies are those entities involved in storage, transportation, and processing. 
Midstream excludes compression companies.

US Midstream Float-Adjusted Market Capitalization is Majority K-1 Issuers
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Current Issues // Investors must choose what they want

Note: There are other factors to consider with investing. This does not constitute investment advice. A portion of  an MLP fund’s distributions are expected to be treated as a 
tax-deferred return of capital for tax purposes.     
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Current Issues // What’s happening with MLPs?

Restructurings

Distributions evolving

Shift to self-funding
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Current Issues // What needs to happen for MLPs to improve?

Continued operational execution

Oil stability or improvement

Structure questions solved

Inflows into the space
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Current Issues // What are the risks?

Sharp interest rate increase

Tax law changes

Execution

Broad equity market decline

Limited capital markets access

Labor/materials availability

Demand destruction

Environmental law changes

Recontracting

Perceived commodity price exposure
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Appendix // History of MLP IPOs

Source: Alerian as of October 31, 2018
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Appendix // MLPs and total market capitalization

Excludes cross ownership
Source: Alerian as of October 31, 2018
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Appendix // AMZ and AMZI methodology

1 For AMZI: qualifying midstream activities, per Energy MLP Classification Standard (EMCS SM)
2 For AMZ and AMZI: median daily trading volume of at least $2.5 million for the six-month period preceding the data analysis date
Last methodology update: September 29, 2017

Structure
• Publicly traded partnership or LLC
• Only the entity that operates the assets

Cash Flow
• Generate energy-related (qualifying income) cash flow1

Distribution
• Declared distribution for trailing two quarters

Liquidity
• Median dollar trading volume threshold2

Beta
• Float-adjusted market cap threshold 

Float-adjusted market cap of all energy MLPs

95% Threshold for AMZ 5%

Largest Smallest

Midstream energy MLPs

90% Threshold for AMZI 10%

Largest Smallest

Float-adjusted market cap of all energy MLPs

Non-Midstream 
energy MLPs

AMZ

AMZI
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Disclaimers

Copyright. No Unauthorized Redistribution. 
Alerian © 2018. All rights reserved. This document, in whole or in part, may not be 
redistributed, reproduced, and/or photocopied without prior written permission.

This Document Is Impersonal and Not a Solicitation. 
In jurisdictions where Alerian or its affiliates do not have the necessary licenses, this 
document does not constitute an offering of any security, product, or service. All 
information provided by Alerian in this document is impersonal and not customized to 
the specific needs of any entity, person, or group of persons. Alerian and its 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 index.

No Advisory Relationship. 
Alerian is not an investment advisor, and Alerian and its 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 or other vehicle, 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 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 index, any data included therein, or any data 
from which it is based is not guaranteed by Alerian, and it shall have no liability for any errors, 
omissions, or interruptions therein. Alerian makes no warranties, express or implied, as to results 
to be obtained from use of information provided by Alerian and used in this service, and Alerian 
expressly disclaims all warranties of suitability with respect thereto.

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 makes no 
representation as to the accuracy or completeness of this document, the content of which may 
change without notice. Alerian expressly disclaims any obligation to update the contents of this 
document to reflect developments in the energy sector. Alerian shall not be liable for any 
citations or links to a third-party author or data source. Information may not be updated or 
current.

Forward Looking Statements. 
This document may contain forward-looking statements, based upon any number of assumptions 
concerning future conditions that may be inaccurate or incomplete. Such statements are subject 
to risks and uncertainties, and various factors may cause actual results to differ materially. 
Alerian assumes no obligation to update any forward-looking statements.

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