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1 MLPs Outperformed Other Structures and the Broad Energy Market
U.S. MLP investors enjoyed a banner year with gains of over 25% in the calendar year, compared
to C-Corps and Canadian companies. Outperformance was due in part to a significant valuation
gap at the beginning of the year and to meaningful M&A activity in the sector.

1 Geopolitics

While the Israel-Hamas conflict is currently “contained” within Gaza, an escalation to a broader

regional conflict directly involving Iran, Saudi Arabia or other OPEC countries could cause a
massive supply disruption that would move oil prices meaningfully higher. Roughly 3 million
barrels per day (bpd) flow through the Suez Canal, while nearly 20 million bpd travel the Strait of
Hormuz.

2 It Was a M.A.A.D. World

Returns in the energy sector were driven in large part by merger and acquisition activity (M&A), in

addition to acquisitions and divestitures (A&D). OneOK and Energy Transfer Partners gained
headlines for acquisitions, while other MLPs were acquired by their parent companies in a
“simplification” transaction. A few private-equity backed companies were acquired by publicly
traded entities as well.

2 Saudi Production

Thus far, Saudi Arabia has reduced its output to maintain supply/demand balances while other

OPEC nations continued at their normal levels. At the end of November, some OPEC members
announced cuts of 1.2 million bpd for the first three months of 2024. If the cuts do not materialize,
Saudi Arabia could increase production to protect market share, which would be negative for oil
prices.

3Increasing Dividends and Normalizing Distributions

Income remains a key component to returns for MLPs, as distributions grew by more than 5% on

average for companies in the index. Certain companies announced increased distributions to
shareholders, returning to pre-COVID-19 pandemic levels in many cases. Increasing dividends
reflects stronger balance sheets for many MLPs.

3 More M.A.A.D.
We expect consolidation to continue, but it is always difficult to predict the parties and the timing.
Chevron recently announced the acquisition of Hess, which owns a significant interest in Hess
Midstream. Other deals will undoubtedly follow, as companies seek to divest assets and position
themselves in a highly competitive market.
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This is not an offer to sell or solicitation of an offer to buy an interest in any investment fund. Any
such offer or solicitation may only be made by means of a confidential private offering
memorandum or prospectus relating to a particular fund and only in a manner consistent with
federal and applicable state securities laws.

The material contained herein is intended as general market commentary. The views, opinions,
estimates and strategies, as the case may be (“views”), expressed herein are those of Ted
Gardner, for Westwood Holdings Group, Inc. (“WHG”) and/or the other respective authors and
speakers named in this piece and may differ from those of other WHG employees and affiliates.
These views are often based on current market conditions and are subject to change without
notice. Any examples used are generic, hypothetical and for illustration purposes only. This
information in no way constitutes WHG research and should not be treated as such. Further, the
views expressed herein may differ from that contained in WHG research reports. The above
summary/prices/quotes/statistics have been obtained from sources deemed to be reliable, but we
do not guarantee their accuracy or completeness.

This document may contain statements that are not purely historical in nature but are “forward-
looking statements,” which are based on certain assumptions of future events. Forward-looking
statements are not guarantees of future results. They involve risk, uncertainties, and assumptions;
there can be no assurance that actual results will not differ materially from expectations.

References to Westwood Management Corp. in this document may describe any combination of
Westwood Holdings Group, Inc. and its wholly owned subsidiaries, which include Westwood Trust
and Westwood Advisors, LLC. Westwood Holdings Group, Inc. was launched as a public company
in 2002, trading on the New York Stock Exchange under the symbol “WHG.” On November 18,
2022, Westwood Holdings Group, Inc. finalized the acquisition of the asset management business
of Salient Partners, L.P. (“Salient”), a Houston-based asset management firm. As a result,
Westwood acquired Salient Advisors, L.P., an SEC-registered investment adviser, and Salient
Capital, L.P., an SEC-registered broker-dealer and FINRA member, as well as a majority equity
stake, previously owned by Salient and other investors, in Broadmark Asset Management LLC
(“Broadmark”). Broadmark is a San Francisco-based asset manager offering hedged equity
strategies and serves as sub-adviser to a pair of seasoned mutual funds and separately managed
accounts now offered by Westwood.

© 2024 Westwood Holdings Group, Inc.



The information contained herein represents the views of Westwood Holdings Group, Inc. at a specific point in time and is based
on information believed to be reliable. No representation or warranty is made concerning the accuracy or completeness of any data
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of future results. All information provided herein is for informational purposes only and is not intended to be, and should not be
interpreted as, an offer, solicitation, or recommendation to buy or sell or otherwise invest in any of the securities/sectors/countries
that may be mentioned.


