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Summary
• With only a single cut and a few additional names growing their dividends, the overall picture for dividends
has continued to improve.
• For AMNA, a broad midstream composite index containing both MLPs and C-Corps, 37 of 38 dividend-paying
names raised or maintained their dividends sequentially for the quarter.
• While midstream yields have moderated from the record highs seen in 2020 as a result of improved
performance, they remain well above other income-oriented sectors such as REITs and utilities.
As has largely been the case since 2Q20, midstream dividends for 4Q20 were largely maintained, though there
were a few examples of growth. In conjunction with annual investor days or earnings releases, some companies
have also guided to dividend growth in 2021, serving as another positive sign of the improving dividend outlook.
Even as midstream equities have moved higher over the last few months, midstream yields remain well above
other income-oriented sectors. This note recaps 4Q20 midstream dividend announcements and discusses the
outlook for dividends from here.

4Q20 Dividends: Steady trend continues with a few growers and a single cut.
Following the dividend cuts for 1Q20, midstream companies largely held their payouts steady in the subsequent
quarters. The pie charts on the following page highlight the quarter-over-quarter (Q/Q) changes to distributions/
dividends for the constituents of the Alerian Midstream Energy Index (AMNA), Alerian MLP Index (AMZ), and
Alerian MLP Infrastructure Index (AMZI) by comparing 4Q20 with 3Q20. For clarity, 4Q20 dividends refer to the
dividends paid in 1Q21 as a result of operational performance in 4Q20. The three names in AMNA that do not pay
regular dividends are Cheniere Energy (LNG), Macquarie Infrastructure (MIC), and Tellurian (TELL). Notably, MIC
paid out a special dividend of $11 per share in January in conjunction with its closure of an asset sale.
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With only a single cut and a few additional names growing their dividends, the overall picture for midstream
dividends has continued to improve. While most names maintained, there was an increase in the number
of companies who raised their dividends sequentially compared to increases made for 3Q20. For AMNA, a
broad midstream composite index containing both MLPs and C-Corps, 37 of 38 dividend-paying names raised
or maintained their dividends sequentially for the quarter, representing 92.7% of the index by weighting
(companies not paying dividends represent 7.2% of the index). Five midstream companies increased their
payouts quarter-over-quarter: MLPs Enterprise Products Partners (EPD) by 1.1%, Cheniere Energy Partners (CQP)
by 0.8%, and Delek Logistics Partners (DKL) by 0.6%, and C-Corps Enbridge (ENB CN) by 3.1% and Williams (WMB)
by 2.5%. The lone cut in midstream came from NGL Energy Partners (NGL), which suspended its distribution in
conjunction with actions to refinance its revolving credit facility and extend debt maturities.
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Noisy year-over-year comparison reflects cuts in the wake of COVID-19.
With most midstream companies holding dividends steady sequentially, year-over-year dividend changes
reflect cuts that occurred in 2020 on one hand and annual growth for names that traditionally increase
dividends for the fourth quarter on the other. The charts below compare 4Q20 dividends with the 4Q19
dividends for the constituents of AMNA, AMZ, and AMZI. Overall, 74.8% of AMNA by weighting grew or
maintained dividends year-over-year, while 18.0% cut. Although a large absolute number of companies lowered
their dividends in 2020, their relatively small total weighting in the index reflects the dividend consistency of
large midstream companies with diverse operations and greater financial flexibility during downturns.

What could be in store going forward?
Each year, a few companies announce dividend growth or guidance on an annual basis into year-end or early in
the new year. While some of this growth was reflected with 4Q20 payouts, others are growing payouts for 1Q21.
TC Energy (TRP CN) declared a dividend of $0.87 per share for 1Q21 in February, representing a 7.4% increase
for the dividend payable in April. TRP continues to guide to future annual dividend growth of 5-7%. Similarly,
Gibson Energy (GEI CN) announced a 2.9% dividend increase for its dividend payable in April for 1Q21. Natural
gas pipeline giant Kinder Morgan (KMI) plans to increase its dividend by 3% for 2021 in addition to targeting
buybacks of up to $450 million.
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Outside of guidance for growth, other companies have provided color around distributions. For example,
Western Midstream Partners (WES) and Magellan Midstream Partners (MMP) have guided to maintaining
payouts in 2021. Shell Midstream Partners (SHLX) has noted that future distributions will be decided by the
board on a quarter-by-quarter basis, while Phillips 66 Partners (PSXP) has described the distribution as one of
two main financial levers that could be utilized in the event of a Dakota Access Pipeline shutdown, with growth
capex (the other lever) already significantly reduced. At least one dividend cut seems to be on the horizon
for 1Q21. C-Corp Antero Midstream (AM) is guiding to annualized dividends of $0.90/share in 2021, a 26.8%
reduction from 2020 subject to quarterly board approval. A smaller dividend would allow AM to accelerate $65
million of capital spending into 2021 and reduce leverage over time using excess free cash flow. A dividend cut
with a view to increased growth capex would certainly be unique within midstream today. While there are
exceptions, recent dividend increases and largely positive or stable guidance help to frame a resilient outlook
for midstream payouts, especially as companies increasingly employ buybacks as well.

Midstream yields remain well above other income-focused sectors.
As midstream has rallied in recent months in conjunction with optimism around vaccine distribution and
recovering energy demand, index yields have moderated a bit and reside slightly above long-term averages. As
of February 26, MLP indexes AMZ and AMZI are yielding 9.3% and 9.2%, 50 basis points above their respective
five-year averages. Similarly, midstream composite AMNA is yielding 7.2% or about 60 basis points above its fiveyear average. While midstream yields have moderated from lofty levels in 2020, they remain well above other
income-oriented sectors such as utilities at 3.8% and REITs at 3.5%, as shown in the chart below. For investors,
midstream remains an attractive option for income while also providing torque to an economic recovery.
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Bottom Line
After proactive cuts in 2020 biased to the smaller players in the space, midstream payouts have proven resilient
in recent quarters. Even as yields have come off their highs in conjunction with improved performance,
midstream’s income proposition remains attractive in the current market environment and is complemented by
tailwinds from buybacks and an improving macro environment for energy.
AMNA is the underlying index for the ETRACS Alerian Midstream Energy Index ETN (AMNA). 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).
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// 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 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.

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.

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.

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.

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.

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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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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