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Welcome to the Tortoise QuickTake podcast. Thank you for joining us. Today, a senior member of Tortoise provides
a timely update on trending topics in the market.
Thanks for joining us today on the Tortoise Quick Take Podcast. I’m James Mick, Managing Director and Portfolio Manager
with Tortoise Capital Advisors.
Mother Nature has continued to wreak havoc on the southeast United States, as recovery from Hurricane Harvey is being
overshadowed by Hurricane Irma. We continue to send our thoughts and prayers for all those impacted by these massive and
devastating storms.
We’ll start today with a recap of market performance:
•

On the commodity front, crude oil was marginally higher, up 40 bps, while

•

Natural gas was weak, down 5.9% on cooler than forecasted weather and potential demand disruption in Florida due to
Irma

•

Shifting to equities, the broader S&P Energy Select Sector Index® increased 1.4%

•

Exploration and production companies, as measured by the Tortoise North American Oil & Gas Producers IndexSM, were
negative, down 0.8%

•

And finally MLPs were also down, as the Tortoise MLP Index® fell 1%

On the news front, a quick update on Hurricane Harvey’s impact on energy operations:
•

Big picture, as expected, crude oil production fell, but not as much as refinery demand and exports, which led to builds in
crude oil and draws of refined product

•

A variety of midstream companies provided updates on operations and the punchline is very minimal damage and
operations are either restarted or in process of restarting at various facilities

•

Same goes for producers, with crude oil and natural gas production coming back on line as well

•

As we have mentioned previously, the brunt of the impact remains at the refiner level and reports have indicated there is
still a decent amount of capacity offline, although that is expected to drop substantially in the coming days

•

From a refinery perspective, Corpus Christi appears to be in relatively good shape, Houston in decent shape and moving
northeast, Beaumont/Port Arthur in the worst shape and will likely take the longest to recover

•

In summary, operations are returning to normal for energy companies and based on preliminary reports, the impact is
likely to be transitory in nature

Hurricane Irma is bearing down on Florida, yet it will have less impact on oil and gas operations in the U.S. While it’s always
difficult to discuss business impacts when you have a natural disaster such as this, it is our job to opine on those impacts,
understanding first and foremost we are concerned with the health and safety of those impacted.
•

Given the path of Irma, we anticipate very little impact on oil and gas producers, virtually no impact on refiners and a
localized, yet relatively large impact on natural gas demand as Florida is a major consumer for natural gas fired power
generation

In other news, there was a large energy conference last week that historically has produced headlines. The biggest news this
year was it produced almost no headlines. While that might sound negative, energy headlines haven’t been great this year, so
no news is good news in that aspect.
I wanted to close with a stat comparison to provide some perspective about where we are in this current energy cycle.
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All of these stats, which we quote often on these podcasts, will be compared to where we were approximately one year ago.
From a macro standpoint:
•

The U.S. rig count is up 85% year over year, or 436 rigs

•

U.S. oil production is up 5% year over year, utilizing the monthly data from the EIA, as of June

•

U.S. natural gas production is up 2% year over year, again utilizing June EIA data

•

Crude oil inventories are down 4% year over year

•

Natural gas inventories are down 6% year over year

So to recap the energy macro environment, production of crude and natural gas is up, inventories are down and the rig count
is almost double what it was just one year ago.
Meanwhile, crude oil prices are essentially unchanged, while natural gas prices are up about 3% year over year.
OPEC and several other countries announced a significant production cut agreement last November and compliance remains
pretty solid.
Now comes the interesting part. MLPs during that same time frame are down about 4%. Oil field service companies
however, are down 21% year over year, and E&P companies, or producers, are down 23%. In a nutshell, that’s what negative
sentiment feels like. The fundamentals are improving and eventually, we believe the stocks will follow course. It’s never easy
to tell what inning we are in, but it certainly feels like we have passed the middle innings at least.
And I would be remiss not to mention, given the date, that it’s the anniversary of the horrific events of 9/11. Simply put, we
remember and will never forget.
That will do it for today. Have a great week and we look forward to speaking with you again soon.
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@tortoiseinvest.com.

Disclaimer: Nothing contained in this communication constitutes tax, legal or investment advice. Investors must consult
their tax adviser 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
forward-looking 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 intent.
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The S&P Energy Select Sector® Index 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 North American Pipeline IndexSM is a float-adjusted, capitalization weighted index of pipeline companies
headquartered in the United States and Canada. A pipeline company is defined as a company that either 1) has been
assigned a standard industrial classification (SIC) system code that indicates the company operates in the energy pipeline
industry or 2) has at least 50% of its assets, cash flow or revenue associated with the operation or ownership of energy
pipelines. Pipeline companies engage in the business of transporting natural gas, crude oil and refined products, storing,
gathering and processing such as gas, crude oil and products and local gas distribution. The index includes pipeline
companies structured as corporations, limited liability companies and master limited partnerships (MLPs).
The Tortoise MLP Index® 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.
Tortoise MLP Index®, Tortoise North American Oil & Gas Producers IndexSM, (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) to
calculate and maintain the Indices. The Indices are not sponsored by S&P Dow Jones Indices or its affiliates or its third party
licensors (collectively, “S&P Dow Jones Indices”). S&P Dow Jones Indices will not be liable for any errors or omission in
calculating the Indices. “Calculated by S&P Dow Jones Indices” and its related stylized mark(s) are service marks of S&P
Dow Jones Indices and have been licensed for use by Tortoise Index Solutions, LLC and its affiliates. S&P® is a registered
trademark of Standard & Poor’s Financial Services LLC (“SPFS”), and Dow Jones® is a registered trademark of Dow Jones
Trademark Holdings LLC (“Dow Jones”).
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