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MLP And Midstream - Earnings Review Q3 2019 

Q3 Earnings Are Resilient, Yet Weak Stock Prices Persist 
 Third quarter earnings were mainly better or in line with expectations, especially for midstream companies who 

are reducing capex, focusing on free cash flow, exercising capital discipline and reducing leverage.  Similar to last 
quarter, those entities with Northeast and Mid-Continent exposure levered to declining production have suf-
fered. 

 Despite solid earnings results, the AMZ is down –12.4% since the end of the third quarter.  Why?  Outside of 
commodity price volatility, investors have concerns about producers being more aggressive about midstream rate 
concessions and production plans.  Counterparty risk for midstream also contributes to investor nervousness.  
Finally, tax loss selling near year end typically contributes to downside price volatility. 

 Investors have spoken loud and clear: they want more capital discipline through reduced capital spending, asset 
sales or joint ventures.  Companies such as AM, CNXM, DCP, ENLC, MPLX, NS, TRGP and WES who reported 
a projected reduction in spending were rewarded; albeit in some instances only for a short time.  Companies 
such as EPD, ET and OKE who reported either flat or higher spending versus 2019 saw their stock prices decline.  

 Free cash flow was another hot button on investor minds. While some producers are moderating spending, most 
did not provide formal budgets for 2020.  It appears the larger players will focus on free cash flow generation and 
shareholder returns versus volume growth.  

 IDRs are becoming rare in the midstream space as their elimination continues.  DCP completed its long awaited 
transaction which eliminated the GP’s economic interest in exchange for DCP common units .  NBLX purchased 
the GP interest of NBL as well as the remaining midstream assets. 
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DISCLAIMER:  The material in this document is prepared for our clients and other interested parties and contains the opinions of Eagle Global Advisors, LLC.  Nothing in 
this document should be construed or relied upon as legal or financial advice.  Any specific securities or portfolio characteristics listed above are for illustrative purposes 
and example only.  They may not reflect actual investments in a client portfolio.  All investments involve risk - including loss of principal.  An investor should consult with an 
investment professional before making any investment decisions.  Factual material is believed to be accurate, taken directly from sources believed to be reliable, including 
but not limited to, Federal and various state & local government documents, official financial reports, academic articles, and other public materials.  However, none of the 
information should be relied on without independent verification.  


