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Third quarter 2016 (the “period”) performance of master limited partnerships (MLPs) and non-MLP U.S. 
royalty trusts (Energy Trusts) was somewhat muted relative to the second quarter of 2016. Though solidly 
positive, period total returns for The Cushing® 30 MLP Index (MLPX), The Cushing® MLP Market Cap 
Index (CMCI) and The Cushing® MLP High Income Index (MLPY), as shown in the following table, 
trailed far behind the extraordinary pace of the second quarter of 2016. The performance of Upstream 
MLPs and Energy Trusts, as represented by The Cushing® Upstream Energy Income Index (CRTY), 
continued to lag behind midstream MLPs and reentered negative territory for the year by the end of the 
period. 

Performance 

 
Quarter Ended 

9/30/16 
Year-To-Date 

Through 9/30/16 

The Cushing® 30 MLP Index (Total Return) (MLPX) 3.18% 24.26% 

The Cushing® MLP Market Cap Index (Total Return) (CMCI) 4.11% 19.56% 

The Cushing® MLP High Income Index (Total Return) (MLPY) 4.33% 29.54% 

The Cushing® Upstream Energy Income Index (Total Return) (CRTY) (2.99%) (0.96%) 

Dow Jones Equity All REIT Index (Total Return) (1.30%) 12.52% 

PHLX Utility Sector Index (Total Return) (5.63%) 16.83% 

S&P 500 Index (Total Return) 3.85% 7.84% 

10 Year U.S. Treasury(1) (0.75%) 7.14% 
(1) 10 Year U.S. Treasury total return as represented by the Barclays Capital U.S. Treasury Bellwether Index 
See “Important Disclosures” for further details regarding each index.  It is not possible to invest directly in an index. 

 

The more modest performance of MLPs and Energy Trusts during the period relative to the second 
quarter of 2016 was echoed in the price action of West Texas Intermediate crude oil (WTI) and natural 
gas. Rather than continuing their move upward from mid-February 2016 low levels, crude oil and natural 
gas prices stagnated in horizontal trading bands during the period, bouncing off of support and resistance 
levels and ultimately ending the period right about where they began. Front-month WTI futures declined 
-$0.09/barrel (bbl) (-0.19%) during the period vs second quarter 2016 closing prices, while front-month 
Henry Hub natural gas futures declined -$0.018/million Btu (-0.62%) over the same timeframe. 

The loss of momentum in crude oil and natural gas prices during the period seemed to raise the bar for 
exploration and production companies (E&Ps) to resume drilling activity. Following the month of June, 
2016, in which WTI prices traded near and above $50/barrel (bbl) on several occasions, reports initially 
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suggested that $50 represented the threshold for new production activity to take off.1 Rather than 
continuing to recover above $50/bbl, however, crude oil prices fell back and traded around $45/bbl levels, 
failing to rise again to $50/bbl during the period. The inability of crude oil prices to achieve “flight speed,” 
as it were, seemed to quiet talk of a $50 floor on production as E&P companies began to look towards a 
$60 minimum price per barrel as the signal to re-engage drilling activity.2 

Crude oil prices parked stubbornly below $50/bbl meant that E&Ps fell back to their defensive locations, 
which for many was the Permian Basin of West Texas and Southeast New Mexico. As the table below 
shows, whether measured by merger and acquisition (M&A) deal flow, rig activity or production volumes, 
the Permian was the go-to basin for producers during the period. The reason for this migration of assets 
to the Permian was this: the Permian is known as a relatively low-risk basin for crude oil and gas 
production with multiple pay zones and well-developed processing and takeaway capacity, which gives 
producers within the Permian a reasonable shot at profitability with crude oil prices in the $45-55/bbl 
range.3 

Third Quarter 2016 Activity for Major Shale Basins 

Basin 
E&P M&A Transactions(1) Active Rig Count Change 

vs. 2nd Quarter(2) 

Volume Change vs. 2nd Quarter(3) 

$ million Deal Count % Oil % Nat Gas 
Permian  $10,139 12 +54 -0.14% -0.20% 
Marcellus/Utica  2,208 2 +9 -4.30% -0.07% 
SCOOP/STACK  736 5 +11(4) N/R N/R 
Bakken  470 3 +4 -9.94% -5.85% 
Barnett  420 2 -6 N/R N/R 
Niobrara  420 1 +5 -9.90% -5.39% 
Eagle Ford  390 1 +2 -14.85% -10.65% 
Other  2,914 11 -2   
N/R = not separately reported 
Sources: 
(1) Publicly reported transactions; Cushing Asset Management analysis of Bloomberg, LP data 
(2) Baker Hughes Incorporated 
(3) Drilling Productivity Report. U.S. Energy Information Administration. 
(4) Includes all of Cana Woodford, including SCOOP/STACK 

 

Domestic E&P companies continued to make strides during the period in coping with lower crude oil 
prices in the Permian Basin, as well as in Oklahoma’s SCOOP/STACK. Operators in the Permian and the 
SCOOP/STACK basins indicated their ability to achieve “adequate” returns in a sub-$50/bbl operating 
environment.4 Continental Resources, Inc. (NYSE: CLR), for one, modeled a 32% rate of return on its 
SCOOP wells using a $45/bbl crude price input.5 Scott Sheffield, Chairman and CEO of Permian Basin-
focused Pioneer Natural Resources Company (NYSE: PXD), went so far as to say during the company’s 

                                                           
1 See, for example, Spencer, Starr. “Many US Companies See $50/b as Signal to Add Rigs.” Oilgram News. July 13, 2016. 
2 West, James. “2Q Recap – What We Learned from Earnings Season.” August 9, 2016. 
3 Richardson, Stephen, et al. “Permian Resource Expansion.” Evercore ISI. July 26, 2016. 
4 West, James, et al. “The Global Oil Patch Weekly 8/15/2016 – We Don’t Need V-Shaped Momentum to Support our 2017 Thesis.” Evercore ISI. 
August 15, 2016. 
5 Q2 2016 Earnings Call, as transcribed by Bloomberg, LP. Continental Resources, Inc. August 4, 2016. 
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second quarter earnings call that he preferred that the long-term strip (prices on long-dated crude oil 
futures) remain in its then-present $50-55/bbl range so that PXD could maintain its competitive 
advantage against other E&Ps. During the same call, Sheffield forecast that even within a $55/bbl price 
environment, Permian Basin production could grow to 5 million bbl/day by 2025 from 2 million bbl/day 
currently.6 Outside of the Permian and SCOOP/STACK basins, and based on current cost structures, 
some opined that $60/bbl is the level that will be required to reignite broader E&P activity.7 

Among the bigger stories coming out of the Permian Basin during the period, E&P company Apache 
Corporation (NYSE: APA), announced that it would begin developing a new petroleum “play” (group of 
fields) called the “Alpine High” in the southern Delaware Basin region. If the Permian Basin represents a 
defensive stronghold for producers, the Alpine High play represents a location outside the main 
perimeter. APA’s announcement was meaningful for the fact that developing the play will likely involve a 
large allocation of APA’s capital (more than 25% of its $2B 2016 capital budget to start, per the 
announcement) to an unproven area with limited current takeaway and processing capacity – atypical of 
the rest of the Permian Basin production region. APA will initially have to build out midstream assets, 
either by itself or by partnering or contracting with others. If APA’s estimates of 75 trillion cubic feet (cf) 
of natural gas and 3 billion bbl of crude oil are realized, however, the play may represent a significant 
midstream growth region in years to come with between $2.5 and $3.0 billion in infrastructure 
development costs possible.8 

Altogether, E&P activity in shale basins and plays wasn’t sufficient to maintain domestic crude oil and 
natural gas production levels in the period. The U.S. Energy Information Administration (EIA) estimated 
that domestic hydrocarbon production across the seven major U.S. shale basins9 declined by almost 333 
thousand bbl of crude oil per day and 1.31 billion cf of natural gas per day in September 2016 vs. June 
2016 (-6.93% and -2.79%, respectively).10 Overall domestic crude oil production, including Alaska and 
offshore production, stabilized at around 8.5 million bbl/day in the period, down from the all-time peak of 
9.6 million bbl/day recorded during the week ending June 5, 2015.11 

 

Status of the Global Crude Oil Market Balance 

The return to a price level that supports the broad resumption of domestic E&P activity depends in large 
part on the balance of global crude oil supply and demand. On this subject, there was disagreement 
during the period among analysts as to the status of the balance. The U.S. Energy Information 
Administration (EIA) continued to forecast global demand exceeding supply by the second half of 2017.12 
Others, such as Standard Chartered’s Nicholas Snowdon and Paul Horsnell, viewed global markets as 

                                                           
6 Q2 2016 Earnings Call, as transcribed by Bloomberg, LP. Pioneer Natural Resources Co. July 28, 2016. 
7 West, James, et al. “2Q Recap – What We Learned from Earnings Season.” Evercore ISI. August 9, 2016. 
8 Hall, Michael. “Reviewing Apache’s Alpine High.” Heikkenen Energy Advisors. September 8, 2016. 
9 Bakken, Eagle Ford, Haynesville, Marcellus, Niobrara, Permian, and Utica. 
10 Drilling Productivity Report. U.S. Energy Information Administration. September 2016. 
11 “Weekly Supply Estimates.” U.S. Energy Information Administration. October 5, 2016. 
12 Short Term Energy Outlook. U.S. Energy Information Administration. September 2016. 
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already in balance and primed for crude oil prices to rise.13 In any case, there was general agreement that 
the global crude oil market was very close to balance, with differences in forecast supply and demand 
growth estimates among analysts of less than 1 million bbl/day, or approximately 1% of global demand. 

The Organization of the Petroleum Exporting Countries (OPEC) lent support to those hoping for an 
earlier balance point in the form of a statement issued following an official extraordinary meeting of 
OPEC ministers on September 28, 2016 on the sidelines of the International Energy Forum meeting in 
Algiers. The statement pledged OPEC to begin a “serious and constructive dialogue” with non-OPEC 
producing countries in an attempt to “stabilize the oil market” and avoid a condition where low crude oil 
prices in the present lead to future supply shortages through lack of investment. Significantly, OPEC 
members agreed to an overall production target of 32.5 to 33.0 million bbl/day among members, 14 which 
represents a 0.7%-2.2% reduction vs. August 2016 OPEC production of 33.24 million bbl/day.15 

The future shortage condition that OPEC highlighted and about which many others were concerned 
arises from the fact that over the last several years, crude oil inventories have grown to a level such that 
prices may remain depressed even after the time that a crude oil supply and demand balance is reached. It 
is feared that this extended period of low commodity prices may cause a lag in investments needed to 
develop new supplies. Analysis by Wood Mackenzie, Ltd. reveals that as a result of the current low-price 
environment, new crude oil discoveries in 2015 reached their lowest level since 1947 at around 2.7 billion 
bbl of new supply. Discoveries of just 736 million bbl through July of 2016 seemed to set the pace for an 
even smaller 2016 total.16 Estimates vary as to when the current underinvestment will manifest as actual 
supply shortages, with some arguing that supply pressure will come as early as 201717 with others opining 
that underinvestment won’t significantly affect supply until 2019 or 2020.18 

Complicating the math, the state of global crude oil inventory levels remains a significant unknown. The 
EIA, OPEC and the International Energy Agency (IEA) each recently estimated crude oil and other 
liquids stocks for Organization for Economic Cooperation and Development (OECD) countries at just 
over 3.0 billion bbl, plus another 1.6 billion bbl in strategic petroleum reserves19,20,21 However, non-OECD 
inventory levels, including those of significant crude oil market participants Russia and China, as well as 
volumes stored in moored tankers (so-called “floating storage”), are either not well known or are not 
officially reported.22 

                                                           
13 Snowdon, Nicholas and Paul Horsnell. “Commodity Roadmap.” Standard Chartered Bank. August 30, 2016. 
14 “170th (Extraordinary) Meeting of the OPEC Conference.” Organization of Petroleum Exporting Countries. September 28, 2016. 
15 OPEC Monthly Oil Market Report. Organization of the Petroleum Exporting Countries. September 12, 2016. 
16 Holter, Mikael. “Oil Discoveries at 70-Year Low Signal Supply Shortfall Ahead.” Bloomberg, LP. August 30, 2016. 
17 Snowdon, Nicholas and Paul Horsnell. “Commodity Roadmap.” Standard Chartered Bank. August 15, 2016. 
18 Currie, Jeffrey (Goldman Sachs head of commodities research). Interview with Tom Keene on Bloomberg Television. October 5, 2016. 
19 Short Term Energy Outlook. U.S. Energy Information Administration. September 2016. 
20OPEC Monthly Oil Market Report. Organization of the Petroleum Exporting Countries. September 12, 2016. 
21 Oil Market Report. International Energy Agency. September 13, 2016. 
22 Strumpf, Dan and Nicole Friedman. “How Much Oil Is in Storage Globally? Take a Guess.” The Wall Street Journal. July 24, 2016. 
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Ideally, the issues of supply, demand and inventory would be resolved with rational, logical movements in 
commodity prices and volume flows that would support a measured return to E&P activity in an 
economically sustainable manner. OPEC’s public acknowledgement of the problem in their September 28, 
2016 statement may have been a positive movement in that direction, standing in contrast to its prior 
intent to defend market share irrespective of price level. That the OPEC production level set (32.5-33.0 
million bbl/day) represents only a slight decline from recent actual production levels perhaps points to the 
difficulty of establishing and maintaining unilateral supply constraints in a competitive environment. We 
note with a degree of caution that the stated production levels represent an agreement in principle only. 
Assuming an actual agreement to limit production is made, it will not come until the regularly scheduled 
OPEC meeting on November 30, 2016. 

 

Capital Markets and the MLP Investment Climate 

The third quarter of 2016 was witness to what seems to have become a rare event in the midstream MLP 
market, and something that had not been seen for over a year: an initial public offering (IPO) of MLP 
units. On September 15, 2016, Noble Midstream Partners LP (NYSE: NBLX), an MLP formed to hold the 
midstream assets of Noble Energy, Inc. (NYSE: NBL) commenced a public offering of units priced at 
$22.50, above the initial estimated price range of $19-$21/unit. NBLX initially holds a portfolio of natural 
gas, crude oil and water midstream assets in the Denver-Julesburg and Permian  basins. Following the first 
day’s gains, post-IPO price action for the issue through September 30 was in-line with the performance of 
similar MLPs within the Natural Gas Gathering & Processing subsector. 

The extraordinary survival measures that many midstream MLPs and their sponsors took in the latter 
part of 2015 and first half of 2016, including structural consolidations and distribution cuts, appeared to 
have all but ended in the third quarter of 2016. Only one proposed transaction that would terminate an 
MLP was announced, which was the not-unexpected offer by TransCanada Corp (NYSE: TRP) subsidiary 
Columbia Pipeline Group, Inc. to purchase the outstanding limited partner units of Columbia Pipeline 
Partners LP (NYSE: CPPL). In addition, a couple of cash-flow enhancing maneuvers were taken by 
erstwhile merger partners Energy Transfer Equity, L.P. (NYSE: ETE) and The Williams Companies, Inc. 
(NYSE: WMB) following the breakup of their proposed business combination. Each involved the sponsor 
company taking action to support its respective MLP (Energy Transfer Partners, L.P. (NYSE: ETP) and 
Williams Partners L.P. (NYSE: WPZ)). As has become a pattern with such widely-anticipated balance 
sheet strengthening maneuvers, the relative equity performance of each entity was neutral to positive 
following the announcement.  

We observe that, as indicated in the charts below, current midstream MLP valuations as represented by 
MLPX trail behind or near long-term averages. Price performance since the MLP market low on February 
11, 2016, had elevated valuation levels by the end of the period, but period-end cash flow multiples and 
indicated yield (left- and rightmost charts, respectively) had yet to return to trailing long-term average 
levels, while the EBITDA multiple (center chart) was perched only slightly above its average. 
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Valuation Ratios of the Cushing 30 MLP Index (MLPX) for the Period from 
January 1, 2010 to September 30, 2016 

Price to 1-Year Forward Cash Flow 
September 30, 2016 = 9.0x 

Enterprise Value to 1-Year Fwd EBITDA 
September 30, 2016 = 12.8x 

Indicated Yield (shown inverted) 
September 30, 2016 = 6.42% 

   
Source: Cushing Asset Management analysis of Bloomberg LP data. Past performance is not indicative of future results. 

 

In its September 21, 2016 meeting, the Federal Open Market Committee once again deferred action on the 
federal funds rate. Against that backdrop, as well as accommodative stances by the European Central 
Bank and the Bank of Japan, benchmark yields continued to bounce along at historic low levels during the 
period as shown in the charts below. In this low-yield environment, the MLP story may remain 
compelling to income-seeking investors, and at attractive valuations relative to other yield-generating 
investments. Distribution growth for midstream MLPs additionally may serve as a form of inflation 
protection, with the median value of analysts’ average 2016-2017 distribution growth estimates for current 
MLPX constituents at 7.8%.23 

Comparison of Valuation Levels and Current Yield for Yield-Based Investment Sectors 
Enterprise Value to 2016 Estimated EBITDA 

as of September 30, 2016 
Current Yield 

as of September 30, 2016 

  
Source: Cushing Asset Management analysis of Bloomberg LP data.  Past performance is not indicative of future results. 
S&P 500 REITs is the Standard and Poor’s (S&P) 500 Real Estate Investment Trusts REITS Industry Index; S&P 500 Consumer Staples is the S&P 
500 Consumer Staples Sector Index; S&P 500 Utilities is the S&P 500 Utilities Sector Index; S&P 500 Telecom Services is the S&P 500 
Telecommunication Services Sector Index; 10-Year Treasury represents the yield from the U.S. Generic Government 10-Year Yield; Moody’s 
BAA is the Moody’s Bond Indices Corporate BAA Index 

                                                           
23 Analysts’ distribution estimates compiled and reported by Bloomberg LP. Estimates do not necessarily represent Cushing Asset Management’s 
view. 
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Political and Regulatory Risk Ramps Up 

A few dark clouds do still loom for midstream MLPs. One of the darker ones in terms of precedent if not 
yet actual impact was the September 9, 2016, joint order from the U.S. Departments of Justice, Interior 
and the Army revoking permission to construct a segment of the Dakota Access Pipeline (DAPL). The 
order in this case was unusual in that it rescinded a construction permit already granted by the Army 
Corps of Engineers and contradicted a judicial ruling issued prior to the order denying an injunction 
request by the Standing Rock Sioux Tribe. Permission was not revoked because of any wrongdoing on the 
part of Dakota Access, LLC, the pipeline owner, nor because of any irregularity in the permitting process. 
Instead, the halt was to give the Army Corps of Engineers time to review whether it needs to reconsider its 
permitting decision. The implication seems to be that, yes, it does. 

The Obama administration also took steps that indicate that it will make the process of permitting future 
energy infrastructure projects more difficult. On August 1, 2016, the White House Council on 
Environmental Quality released a memorandum that requires federal agencies to assess not only the effect 
of a proposed reviewable activity on greenhouse gas emissions, but also the effect that climate change will 
have on that same proposed activity.24 A few weeks after the DAPL halt order was issued, a “Dear Tribal 
Leader” letter was sent to the heads of all 567 federally recognized tribes inviting them to a series of 
consultations on how to “better allow for timely and meaningful tribal input” in future infrastructure-
related permitting.25 These combined actions, as well as denial of permission to construction the Keystone 
XL pipeline last year in part on environmental grounds,26 appear to signal that midstream MLPs now face 
new political obstacles to growth at the federal level. 

Of course, these moves could all be only temporary in nature depending on the outcome of the 
presidential election. Each major candidate has laid out a strikingly different approach to domestic energy 
policy, with Donald Trump favoring domestic production and energy independence27 as well as reduced 
regulation,28 and Secretary Clinton addressing energy policy within her environmental and climate 
change positions, and emphasizing “clean energy”.29 Of course, the election is about more than energy 
policy and MLPs, and we offer no endorsement regarding either candidate to the reader. 

In the face of these political headwinds, and until the nuances of navigating around new federal rules and 
procedures are worked out, the easier path to growth for many MLPs may come through drop-downs and 
consolidation. It has already been suggested that recent M&A activity in the Marcellus/Utica natural gas 
basin has been in response to localized Northeastern opposition to new energy infrastructure projects.30 
While regulatory risk is always present, the current heightened level of political attention to energy 

                                                           
24 “Memorandum for Heads of Federal Departments and Agencies.” Executive Office of the President, Council on Environmental Quality. 
August 1, 2016. 
25 Letter to Tribal Leaders. U.S. Department of the Interior, U.S. Department of Justice and U.S. Department of the Army. September 23, 2016. 
26 Kerry, John. “Keystone XL Pipeline Determination.” U.S. Department of State. November 6, 2015. 
27 https://www.donaldjtrump.com/policies/energy 
28 https://www.donaldjtrump.com/policies/regulations/ 
29 https://www.hillaryclinton.com/issues/climate/ 
30 Blum, Michael, et al. “MLP Weekender: Pipelines in Peril?” Wells Fargo Securities. September 23, 2016. 
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infrastructure projects may increase the risk discount for certain infrastructure projects, though 
quantifying the cost of that risk may prove difficult. 

Whether or not it aligns with a particular political or social agenda, the fact remains that midstream 
energy assets are needed now and will increasingly be needed in the future as upstream sources and 
downstream usage points are developed. The Interstate Natural Gas Association of America puts the 
investment need for pipelines alone at as much as $621 billion through 2035.31 MLPs and, more 
importantly, MLP investors should see benefits from this needed infrastructure buildout. 

 

The Cushing® Indices Performance – 3rd Quarter 2016 
Performance amongst the subsectors of the Indices was more mixed than in the second quarter of 2016, as 
shown in the following table. The General Partners subsector produced standout performance for MLPX, 
CMCI and MLPY, with strongest performance by Plains GP Holdings, L.P. (NYSE: PAGP), which 
generated total returns of 26.84% (including reinvested distributions)32 during the period. PAGP’s 
midstream operating MLP, Plains All American Pipeline, L.P. (NYSE: PAA), a member of the Large Cap 
Diversified subsector, likewise performed well during the quarter, returning 17.20%.32 On July 11, 2016, 
the companies announced an agreement to simplify their structure, strengthen their balance sheets and 
preserve cash. As with similar strengthening moves by MLPs in the second quarter of 2016 and earlier, 
investors rewarded both PAGP and PAA, anticipating improved growth prospects in the future. 

In MLPX, returns in the Natural Gas Gatherers & Processors subsector were boosted by the performance 
of Rice Midstream Partners (NYSE: RMP, 20.15% total return33). RMP’s unit price rose following the 
September 26, 2016, announcement that it would acquire gas gathering assets in the Marcellus region in 
conjunction with a larger acquisition by its sponsor, Rice Energy, Inc. (NYSE: RICE). Reaction to the 
announcement was positive, and RMP’s cumulative total return in the remainder of the period following 
the announcement (four trading days in all) was 13.84%.33 

  

                                                           
31 Petak, Kevin, et al. North American Midstream Infrastructure through 2013: Leaning into the Headwinds. The INGAA Foundation, Inc. April 
12, 2016. 
32 In the third quarter of 2016, including reinvested distributions. Past performance is not an indication of future results. May not represent the 
actual total return experienced by the Index. 
33 In the third quarter of 2016, including reinvested distributions. Past performance is not an indication of future results. May not represent the 
actual total return experienced by the Index. 
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Subsector Contributors to/(Detractors from) Index Total Return for the 3rd Quarter of 2016 
 MLPX CMCI MLPY CRTY 

Large Cap Diversified 0.70% 1.13% 1.43%  

Natural Gas Gatherers & Processors 1.29% 0.45% 0.92%  

Natural Gas Transportation & Storage (0.12%) (0.01%) (0.24%)  

Crude Oil & Refined Products (0.46%) 0.32% 0.94%  

Small Cap Midstream   (0.35%)  

Propane (0.01%) 0.02% (1.68%)  

Marine   0.41%  

Oilfield Services   0.47%  

Coal     

Upstream MLPs   0.00% (1.15%) 

Other MLPs   0.52%  

General Partners 1.77% 2.20% 1.92%  

Energy Trusts    (1.84)% 

Index Total Return 3.18% 4.11% 4.33% (2.99)% 
Note: Individual subsector returns may not sum to Index total due to rounding. 

 

Subsector weightings in the Indices, as shown in the following table, reflected a shift of weighting from the 
General Partners subsector to the Crude Oil & Refined products subsector in both MLPX and MLPY and, 
to a lesser extent, in CMCI. The shift in the subsector weights in those Indices was the result of normal 
index rebalancing activity. Other subsectors remained within a few percentage points of second quarter 
2016 weightings. 

Of note, the Coal subsector is no longer represented in any of the Indices. While Coal MLPs overall 
performed relatively well during the period, with four of the six companies in the subsector generating 
total returns in excess of 40% in the period, each name in the subsector was ineligible for inclusion in 
MLPX, CMCI and MLPY (the three Indices for which Coal MLPs may be eligible constituents) due to low 
trading volume, recent distribution cuts or bankruptcy filings. 
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Subsector Average Weights for the 3rd Quarter of 2016 
 MLPX CMCI MLPY CRTY 

Large Cap Diversified 23.32% 43.60% 20.22%  

Natural Gas Gatherers & Processors 17.02% 7.01% 15.14%  

Natural Gas Transportation & Storage 12.96% 7.09% 3.45%  

Crude Oil & Refined Products 34.42% 23.96% 27.69%  

Small Cap Midstream   3.09%  

Propane 3.43% 3.10% 12.83%  

Marine   3.48%  

Oilfield Services   2.76%  

Coal     

Upstream MLPs   0.08% 42.14% 

Other MLPs   1.48%  

General Partners 10.85% 15.23% 9.78%  

Energy Trusts    57.86% 
Note: Individual subsector weights may not sum to 100% due to rounding. Subsector weightings are subject to change and there is 
no assurance that weightings depicted correlate to current Index subsector weightings. 

 

Significant Corporate Actions Affecting the Cushing® Indices 
On July 12, 2016, the New York Stock Exchange (NYSE) announced that Atlas Resource Partners, L.P. 
(“Atlas”) would be delisted from the NYSE. Atlas was removed from CRTY the next day. Due to a lack of 
an eligible replacement Energy Trust or Upstream MLP, CRTY was rebalanced in its entirety and the 
number of constituents in CRTY was reduced to 22 from 23.34 

 

We appreciate your support. Thank you for your continued confidence. Please call us with any questions 
or comments. 

 

Jerry V. Swank  Todd Sunderland Jon Abel 
Managing Partner Managing Director Senior Analyst 
  

                                                           
34 “Swank Capital and Cushing® Asset Management Announce a Special Rebalance of The Cushing® Upstream Energy Income Index.” Cushing 
Asset Management, L.P. July 13, 2016. 
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Important Disclosures 

This summary does not constitute an offering of any security, product or service and is intended exclusively for the 
use of the person to whom it has been delivered and this summary is not to be reproduced or redistributed to any 
other person without the prior consent of Swank Capital, LLC and Cushing® Asset Management, LP (“Cushing”). 

Indices are unmanaged and cannot be invested in directly. Index performance does not reflect the deduction of any 
fees or expenses. Performance shown represents past performance and should not be viewed as a guarantee of future 
results. This summary should not be construed to provide advice of any kind, including, but not limited to, tax and 
legal. You should not make a decision to make an investment based solely on the statements set forth in this 
summary and are advised to make an investment only after carefully evaluating the risks associated with investment. 
This summary does not contain, and does not purport to contain, the level of detail necessary to give sufficient basis 
for an investment decision. The addition, removal or inclusion of a security in any Cushing index should not be 
considered a recommendation to buy, sell, or hold that security, nor investment advice. 

The Cushing® 30 MLP Index (MLPX) tracks the performance of 30 publicly traded MLP securities that hold 
midstream energy infrastructure assets in North America.  The Cushing® MLP Market Cap Index (CMCI) tracks the 
performance of 30 MLPs weighted on a float-adjusted market capitalization basis, with each constituent capped at 
7.5% at rebalance.   The Cushing® MLP High Income Index (MLPY) tracks the performance of 30 MLPs with a 
focus on high distribution rates and the constituents are selected using a three-tiered weighting system.  The 
Cushing® Upstream Energy Income Index (CRTY) tracks the performance of 25 U.S. royalty trusts and upstream 
MLPs on a float-adjusted market capitalization basis with each constituent capped at 7.5% at rebalance. 

The S&P 500 Index (“S&P 500”) is an index of 500 stocks used industry wide as a macro level indicator of the overall 
U.S. equity market. The PHLX Utility Sector Index (“PHLX Utility”) is a utility sector index which includes 
communication services, electrical power providers and natural gas distributors. The Dow Jones Equity All REIT 
Index (“DJ REIT”) includes all companies in the Dow Jones U.S. stock universe that have elected to be taxed as 
REITs. The Barclays Capital U.S. Treasury Bellwether (“BarCap Bellwether”) Index is an unmanaged index of U.S. 
Treasury bonds with 10 years maturity. The Standard and Poor’s 500 Real Estate Investment Trusts REITS 
Industry Index (“S5REITS”) is a GICS Level 3 industries index. The Standard and Poor’s 500 Consumer Staples 
Sector Index (“S5CONS”) is a capitalization-weighted GICS Level 1 sector group index. The Standard and Poor’s 
500 Utilities Index (“S5UTIL”) is a capitalization-weighted GICS Level 1 sector group index. The Standard and 
Poor’s 500 Telecommunications Services Index (“S5TELS”) is a capitalization-weighted GICS Level 1 sector group 
index. The U.S. Generic Government 10-Year Yield (“USGG10YR”) is comprised of generic U.S. on-the-run 
government bonds indices. The Moody’s Bond Indices Corporate BAA Index (“MOODCBAA”) is a long-term 
bond yield average derived from pricing data on a regularly replenished population of BAA corporate bonds in the 
U.S. market, each with current outstandings over $100 million. The bonds have maturities as close as possible to 30 
years; they are dropped from the list if their remaining life falls below 20 years. Each such aforementioned non-
Cushing index is included for comparative purposes only. 

The Cushing® 30 MLP Index, the Cushing® MLP Market Cap Index, the Cushing® MLP High Income Index, and 
the Cushing® Upstream Energy Income Index (collectively, the “Indices”) are the exclusive property of Cushing 
Asset Management, LP, which has contracted with S&P Opco, LLC (a subsidiary of S&P Dow Jones Indices LLC) 
(“S&P Dow Jones Indices”) to calculate and maintain the Indices. S&P® is a registered trademark of Standard & 
Poor’s Financial Services LLC (“SPFS”); Dow Jones® is a registered trademark of Dow Jones Trademark Holdings 
LLC (“Dow Jones”); and, these trademarks have been licensed to S&P Dow Jones Indices. “Calculated by S&P Dow 
Jones Indices” and its related stylized mark(s) have been licensed for use by Cushing Asset Management, LP. Neither 
S&P Dow Jones Indices, SPFS, Dow Jones nor any of their affiliates sponsor and promote the Indices and none shall 
be liable for any errors or omissions in calculating the Indices. 
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The views contained in this letter are those of Cushing and are based upon information obtained by Cushing from 
sources that are believed to be reliable. Cushing makes no endorsement or guarantee, and assumes no liability 
whatsoever for, the accuracy or reliability of any third party data contained herein. The information contained 
herein is given solely as of the date hereof and Cushing shall have no responsibility or duty to provide updated 
information to the recipient. 


