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The fourth quarter of 2015 started optimistically enough, with each of the Cushing® Indices generating 
positive total returns for the month of October. Even the Cushing® Upstream Energy Income Index 
(CRTY), with its high degree of exposure to energy commodity prices, generated a 2.97% return in 
October, providing some relief from the year-to-date -46.73% return that had been generated through the 
third quarter of 2015. October, however, proved to be a fleeting dream for the investor in master limited 
partnerships (MLPs) and non-MLP U.S. royalty trusts (Energy Trusts), as the Indices gave up all of 
October’s gains and then some in November and December. In the end, both the quarter and the year 
closed with negative returns in each of the four Indices. 
 

Performance 

 
Quarter Ended 

12/31/15 
Year-To-Date 

Through 12/31/15 

The Cushing® 30 MLP Index (Total Return) (MLPX) -7.64% -37.97% 

The Cushing® MLP Market Cap Index (Total Return) (CMCI) -9.33% -35.42% 

The Cushing® MLP High Income Index (Total Return) (MLPY) -20.18% -44.11% 

The Cushing® Upstream Energy Income Index (Total Return) (CRTY) -36.57% -66.21% 

Dow Jones Equity All REIT Index (Total Return) 7.74% 2.82% 

PHLX Utility Sector Index (Total Return) 0.87% -6.25% 

S&P 500 Index (Total Return) -7.04% 1.38% 

10 Year U.S. Treasury(1) -1.45% 0.91% 
(1) 10 Year U.S. Treasury total return as represented by the Barclays Capital U.S. Treasury Bellwether Index 
(2) See “Important Disclosures” for further details regarding each index.  It is not possible to invest directly in an index. 

 
Crude oil and natural gas price performance weighed on MLPs and Energy Trusts in the fourth quarter as 
they had through much of the year. Energy prices continued sliding, with the front-month West Texas 
Intermediate (WTI) crude oil futures contract finishing the year at $37.04 per barrel, a decline of $8.05 per 
barrel (17.85%) vs. the September 30, 2015, close of $45.09 per barrel. Natural gas, which had maintained 
a degree of stability relative to crude oil through the third quarter of 2015, started a sharp move 
downward when it became apparent that winter’s cold would not arrive on time in the eastern half of the 
U.S. As New Yorkers, Nashvillians, and Dallasites were enjoying shorts and t-shirts in the days leading up 
to Christmas, the front-month Henry Hub natural gas futures contract fell to its lowest price since March 
19, 1999, touching $1.684 per million Btu before rallying moderately to close the year at $2.337 per 
million Btu, down 7.41% in the quarter and 19.11% for the full year. 
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The price of crude oil in the fourth quarter struggled against the same factors that pressured it throughout 
the year, namely the global supply/demand imbalance and the willingness of state-owned oil producers 
(e.g., Saudi Arabia) to sacrifice price stability in order to maintain market share against global oil 
producers. The Saudi strategy worked only in part against U.S. producers; while the number of U.S. oil 
drillings rigs active at the end of 2015 dropped by nearly two-thirds compared to the end of 2014, from 
1,499 to 536,1 U.S. domestic crude oil production actually rose from 9.121 million barrels/day in the last 
week of 2014 to 9.202 million barrels/day at the end of 2015.2 Inventories continued to build as well, with 
just over 2 billion barrels in domestic storage at the end of 2015, up by 170 million barrels from the end of 
2014.3 
 
Depressed energy prices weighed heavily on Energy Trusts and Upstream MLPs, which have significant 
commodity price exposure. As shown below, Cushing’s analysis of the performance of the publicly traded 
MLP and Energy Trust universe reveals that total return performance of more than half of Energy Trusts 
performed in the bottom 40% of the universe, while more than 80% of Upstream MLPs occupied this 
lowly position. Crude Oil & Refined Products MLPs that engage in transportation, storage and 
terminalling of crude oil and refined products benefited from price-driven high demand for refined 
products and were among the best performers in the universe, with over 80% of such firms delivering 
returns in the top 40% of the universe. 
 

Distribution of MLPs and Energy Trusts by 4th Quarter 2015 Return Performance by Quintile 
(Bar Length Denotes Number of MLPs or Energy Trusts within Quintile) 

 
Source: Cushing Asset Management analysis of data sourced from Bloomberg, L.P. Analysis based upon data for all publicly traded MLPs and Energy 
Trusts during the period from October 1, 2015 through December 31, 2015. 

 

                                                 
1 “North American Rotary Rig Count.” Baker Hughes Incorporated. January 8, 2016. 
2 “Weekly U.S. Field Production of Crude Oil.” U.S. Energy Information Administration. January 13, 2016. 
3 “Weekly Supply Estimates.” U.S. Energy Information Administration. January 13, 2016. 
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As energy prices continued to suffer, the news and investment media began to raise questions about the 
degree to which midstream MLPs, that is, those operating pipelines and storage facilities, were shielded 
from commodity prices. Certainly, MLP returns became more highly correlated to energy prices during 
2015. As the table below shows, the correlation between the weekly returns of the Cushing Indices and 
both WTI crude oil and Henry Hub natural gas increased in 2015 vs. the 5 years ending December 31, 
2014. Some started to question whether this correlation was warranted or not, and came to the conclusion 
that it was. 
 

Correlation Between Weekly Returns of WTI Crude Oil and 
Henry Hub Natural Gas Front-Month Futures and the 
Cushing Indices 

Index 
5 Years Ended 
Dec 31, 2014 

Calendar Year 2015 

 Crude Oil Nat Gas Crude Oil Nat Gas 

MLPX 0.38 0.14 0.63 0.32 

CMCI 0.39 0.14 0.63 0.35 

MLPY 0.41 0.16 0.70 0.34 

CRTY 0.47 0.26 0.76 0.29 
Source: Cushing analysis 

 
To be clear, the midstream MLP business model structured to be insensitive to changes in pricing for the 
underlying commodity. These businesses operate as toll collectors as they transport and store crude oil, 
natural gas and refined products under long-term contracts, often with take-or-pay clauses that guarantee 
income. The worry for some was that the counterparties to these contracts (the upstream producers) have 
commodity exposure and represent a greater renegotiation or outright default risk the lower that crude oil 
and natural gas prices go. Also, some expressed concerns that demand for new infrastructure will decline 
and growth will be consequently curtailed as domestic production slows (which, as shown previously, it 
has yet to do year over year).4 Through the fourth quarter of 2015, however, announcements of 
widespread contract renegotiations or significant project cancellations were conspicuously missing. 
 
Questions of access to capital markets also affected MLPs during the quarter. The scenario that has been 
envisioned is as follows: Because the tax-advantaged structure of MLPs requires them to pay out most of 
their earnings as distributions to unitholders, MLPs must access capital markets rather than retained 
earnings to fund growth initiatives. As unit prices decline, however, MLPs are generally loath to cut 
distributions (and MLP investors are equally reluctant to accept distribution cuts), meaning that the cost 
of issuing new equity increases in inverse proportion to the decline in prices. This increase in the cost of 
equity capital makes equity issuance less attractive, all other things being equal. Without additional 
capital, however, future growth opportunities are diminished and the growth premium factored into MLP 
unit prices declines, further depressing prices. 
 

                                                 
4 “Running on Empty.” The Economist. December 5, 2015. 
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While the equity markets were indeed less attractive, some MLPs and Energy Trusts still successfully 
raised equity in the fourth quarter. Eight MLPs raised an aggregate $1.79 billion from the public and 
private equity markets and $511 million from sponsor-linked equity deals in the fourth quarter of 2015, 
capping off a year in which MLPs and Energy Trusts raised a total of $40.13 billion in equity.5 These 
figures compare to $11.40 billion in total equity raised in the fourth quarter of 2014 and $40.16 billion in 
calendar year 2014.6 (Note: 2015 figures omit at-the-market (ATM) equity issuances in the fourth quarter; 
fourth quarter ATM equity issuances have been excluded from 2014 figures to preserve comparability.)  
 
Debt markets likewise remained open to MLPs in 2015. As of mid-October, bank redeterminations for 
publicly traded exploration and production (E&P) companies, those with the highest degree of exposure 
to commodity prices, were reported as being largely reaffirmed at pre-existing levels, and increased for at 
least three firms.7 Debt offerings by MLPs totaled $2.60 billion (par value) in the fourth quarter of 2015 
and $33.10 billion for the full year,8 compared with $8.45 billion and $38.16 billion in the fourth quarter 
and full year of 2014, respectively.9 There is no doubt that energy-linked debt is under stress because of 
low crude oil and natural gas prices,10 but through the end of 2015, no MLP or Energy Trust was forced to 
file for bankruptcy. 
 
To be sure, some MLPs have reduced or eliminated distributions to preserve capital, including most of 
those in the Upstream MLP subsector. Others have pursued alternative sources of capital, including 
private equity market issuances and asset sales. Merger activity proceeded with the goal of realizing 
operational and cost synergies, including the acquisition of MarkWest Energy Partners, L.P. 
(NYSE: MWE) by MPLX LP (NYSE: MPLX). Still others, like Targa Resources Partners LP (NYSE: 
NGLS), have decided to exit the MLP model, with general partners buying back in the common units. 
 
Of note to the MLP and Energy Trust investor is that despite these challenging conditions, several MLP 
management teams reiterated their commitment to maintaining or increasing distributions, including 
industry leaders Energy Transfer Partners, L.P. (NYSE: ETP),11 ONEOK Partners, L.P. (NYSE: OKS)12 and 
Plains All American Pipeline, L.P. (NYSE: PAA).13 The final analysis and opinion regarding whether the 
companies can support these assurances is left to the individual MLP and Energy Trust investor. 
Certainly, if energy prices remain depressed for a sufficiently protracted period such that domestic energy 
producers begin to default on obligations to midstream companies, the larger MLP universe may be at 
risk. At current valuations, however, a reversal of energy pricing trends may represent opportunities for 
patient and selective MLP and Energy Trust investors to earn outsized returns over the long term. 

                                                 
5 Blum, Michael, et. al. MLP Monthly: January 2016. Wells Fargo Securities. January 6, 2016. 
6 Blum, Michael, et. al. MLP Monthly: January 2015. Wells Fargo Securities. January 12, 2015. 
7 “E&P Bank Redeterminations Gentle So Far.” Oilgram News. Platts McGraw Hill Financial. October 26, 2015. 
8 Blum, Michael, et. al. MLP Monthly: January 2016. Wells Fargo Securities. January 6, 2016. 
9 Blum, Michael, et. al. MLP Monthly: January 2015. Wells Fargo Securities. January 12, 2015. 
10 Dezember, Ryan. “Regulators Say Banks and Investors Still Hold Too Much in Problematic Loans.” The Wall Street Journal. November 6, 2015. 
11 Energy Transfer Partners, L.P., 3rd Quarter 2015 Earnings Call, November 5, 2015 
12 ONEOK Partners, L.P., 3rd Quarter 2015 Earnings Call, November 4, 2015. 
13 Plains All American Pipeline, L.P., 3rd Quarter 2015 Earnings Call, November 4, 2015. 
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The Cushing® Indices Performance – 4th Quarter 2015 
In contrast to the uniformly negative third quarter performance of the Cushing® Indices’ constituents, the 
fourth quarter revealed pockets of strength. The Natural Gas Transportation & Storage and Crude Oil & 
Refined Products subsectors returned positive, albeit small gains during the quarter for the Cushing® 30 
Index (MLPX) and the Cushing® MLP Market Cap Index (CMCI). The Large Cap Diversified and Natural 
Gas Gatherers & Processors subsectors were areas of relatively better performance for MLPX, CMCI and 
The Cushing® MLP High Income Index (MLPY). Within the Natural Gas Gathers & Processors subsector, 
in fact, returns would have been positive save for the performance of Targa Resources Partners LP 
(NYSE: NGLS), currently the target of an acquisition by its general partner, Targa Resources Corp. 
(NYSE: TRGP), also a constituent of MLPX, CMCI and MLPY. 
 
The General Partners subsector was an area of notable weakness for MLPX and CMCI during the fourth 
quarter. While returns from the General Partners subsector were relatively stronger for MLPY (though 
still negative) vis á vis MLPX and CMCI, those returns benefited from some coincidentally fortuitous 
timing around the exit of two of the four names that inhabited that subsector in MLPY during the quarter. 
Both Crestwood Equity Partners LP (NYSE: CEQP) and Alliance Holdings GP, L.P. (NASDAQ: AHGP) 
were dropped from MLPY on October 11, 2015, leaving the Index having posted total returns in their 
common units of 17.55% and 10.63%, respectively, from October 1, 2015 through October 11, 2015. 
CEQP was added back to MLPY on November 10, 2015. 
 

Subsector Contributors to/Detractors from Index Total Return for the 4th Quarter of 2015 
 MLPX CMCI MLPY CRTY 

Large Cap Diversified -0.70% -2.30% -0.99%  

Natural Gas Gatherers & Processors -0.34% -0.56% -1.75%  

Natural Gas Transportation & Storage 0.61% 0.62%   

Crude Oil & Refined Products 0.14% 0.74% -2.23%  

General Partners -4.16% -6.63% -0.55%  

Coal -1.15%  -1.94%  

Propane -2.03% -1.19% -4.61%  

Shipping   -5.32%  

Upstream MLPs   0.80% -24.07% 

Energy Trusts    -12.49% 

Other MLPs   -3.58%  

Index Total Return -7.64% -9.33% -20.18% -36.57% 
Note: Individual subsector returns may not sum to Index total due to rounding. 

 
Subsector average weightings for MLPX and CRTY in fourth quarter remained for the most part in line 
with the third quarter of 2015, with the differences between the quarters attributable to relative 
performance between subsectors. In MLPY, regular quarterly and interim special rebalancing operations 
led to meaningful increases in the weighting to Crude Oil & Refined Products and decreases in the 
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weighting to General Partners and Upstream MLPs. Likewise, CMCI saw an increase in its weighting to 
Crude Oil & Refined Products, drawing from Propane and Natural Gas Transportation & Storage 
subsectors. 
 

Subsector Average Weights for the 4th Quarter of 2015 
 MLPX CMCI MLPY CRTY 

Large Cap Diversified 20.32% 37.95% 15.44%  

Natural Gas Gatherers & Processors 18.81% 11.12% 17.97%  

Natural Gas Transportation & Storage 8.74% 6.25%   

Crude Oil & Refined Products 28.11% 20.08% 13.20%  

General Partners 11.68% 20.67% 2.84%  

Coal 2.95%  4.72%  

Propane 9.40% 3.93% 16.61%  

Shipping   15.22%  

Upstream MLPs   0.24% 53.05% 

Energy Trusts    46.95% 

Other MLPs   13.93%  
Note: Individual subsector weights may not sum to 100% due to rounding. 

 
Significant Corporate Actions Affecting the Cushing® Indices 
On November 3, 2015, Navios Maritime Partners L.P. (NYSE: NMM) announced a distribution cut, 
triggering its removal from MLPY. NMM was replaced with Crestwood Equity Partners LP 
(NYSE: CEQP) on November 9, 2015.14 
 
On December 4, 2015, MarkWest Energy Partners, L.P. (NYSE: MWE) and MPLX LP (NYSE: MPLX) 
completed a merger in which MWE was acquired by MPLX. Following the MWE unitholder vote 
approving the merger on December 1, 2015, MWE was removed from MLPX, CMCI and MLPY and 
replaced with new constituents. 15,16,17 
 
On December 16, 2015, Teekay LNG Partners L.P. (NYSE: TGP) and Teekay Offshore Partners L.P. 
(NYSE: TOO) announced distribution cuts that necessitated their removal from MLPY. TGP and TOO 

                                                 
14 “Swank Capital and Cushing® Asset Management Announce a Constituent Change to the Cushing® MLP High Income Index.” Cushing Asset Management, L.P. 
November 3, 2015. 
15 “Swank Capital and Cushing® Asset Management Announce a Potential Constituent Change to the Cushing® 30 MLP Index.” Cushing® Asset Management, LP. 
November 24, 2015. 
16“Swank Capital and Cushing® Asset Management Announce a Potential Constituent Change to the Cushing® MLP Index High Income Index.” Cushing® Asset 
Management, LP. November 24, 2015. 
17 “Swank Capital and Cushing® Asset Management Announce a Potential Constituent Change to the Cushing® MLP Market Cap Index.” Cushing® Asset 
Management, LP. November 24, 2015. 
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were replaced by ONEOK, Inc. (NYSE: OKE) and Plains GP Holdings, L.P. (NYSE: PAGP) on 
December 31, 2015.18 
 
On December 18, 2015, Seadrill Partners LLC (NYSE: SDLP) announced a distribution cut that resulted in 
its removal from MLPY. SDLP was replaced by Energy Transfer Equity, L.P. (NYSE: ETE) on 
December 31, 2015.19 
 
We appreciate your support. Thank you for your continued confidence. Please call us with any questions 
or comments. 

 
Jerry V. Swank 

Managing Partner 
 
 

Todd Sunderland 
Managing Director 

 
 

Jon Abel 
Senior Analyst 

  

                                                 
18 “Swank Capital and Cushing® Asset Management Announce a Changes to the Cushing® MLP High Income Index.” Cushing Asset Management, L.P. 
December 24, 2015. 
19 Ibid. 
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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 S&P 500, PHLX Utility, DJ REIT, and BarCap Bellwether indices are 
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. 
 
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. 


