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Performance Highlights 

The Rachlin Energy Transition & Infrastructure (ETI) Portfolio (Portfolio) posted a positive return in the 
third quarter of 2024, outperforming its benchmark, the Alerian MLP Index (AMZ). 

   
Market Context  
The energy midstream sector continued to perform well through 

the third quarter of 2024 after reporting another round of strong 

earnings and increasing dividends. While lower crude oil and 

natural gas prices have weighed on the share prices within the 

S&P Energy Index, the midstream subsector has performed much 

better on a relative basis. Despite lower commodity prices, 

increased volume and throughput of products driven by strong 

demand helped many of our holdings record higher quarterly 

earnings and led to continued share price appreciation.  

Interest rates began falling earlier in the year in anticipation of 

the Federal Reserve’s 0.50% reduction announced in September, 

providing further support for dividend-paying stocks, such as 

midstream equities. The 10-year Treasury yield has declined from 

a peak of 4.70% in April to 3.74% on September 30. We expect 

lower interest rates will provide additional tailwinds for our 

portfolio’s holdings including utilities and renewable energy 

YieldCos, whose sector performance has improved markedly 

following a difficult year in 2023.    

We believe the rise in midstream stock prices has been due to 

stronger fundamentals and increased investor interest in the 

space. Investor sentiment has improved due to recognition of the 

vital role energy infrastructure plays in electric power generation 

as well as America’s expanding role in exporting our energy 

products to Asia and Europe. We should also note, today’s 

leading midstream companies are sporting very healthy balance 

sheets and ample dividend coverage. In our opinion, dividend 

coverage is the best it has historically been. Companies are also 

retaining significant cash flow after paying dividends and 

meaningfully investing in new growth projects and, in certain 

cases, buying back their own shares.   

Portfolio Review 
The factors behind our Portfolio’s significant outperformance 

versus the Alerian MLP Index are two-fold. First, the Portfolio has 

always focused on midstream c-corps vs. the benchmark owning 

traditional MLPs. We believe increased institutional investor 

interest in midstream stocks has led to c-corps generally posting 

better returns than traditional MLPs year-to-date. Over the past 

decade, many MLPs have converted from a partnership to a c-

corp structure. As a result of these conversions, the Alerian MLP 

Index holds only 19 names today versus over 40 a decade ago.  

The other factor behind our very strong relative performance this 

year is the Portfolio’s concentration in a select number of 

holdings. We have always favored concentrated investments in 

our highest conviction names. We believe to outperform over 

long periods of time, it is important to differentiate investments 

from a targeted benchmark or index.  We have always strived to 

own high-quality companies with strong balance sheets while 

avoiding companies that we felt whose businesses carried higher 

uncertainty of success. As we are fully aware, concentration 

could also contribute to meaningfully underperformance if we 

get our selection of securities wrong. Over the 28-year history of 

the Team, we have certainly had our share of clunkers. However, 

our strategy of portfolio concentration has been a major 

contributor to our long-term record.    

Over the past couple of years, we have added exposure to the 

Delaware Basin of the Permian—the fastest growing oil 

production region in the US.  We believe the Permian will 

continue to grow even through various commodity cycles given 

its low-cost reserves and proximity to market centers. While 

building infrastructure to support production growth has been 

challenging in many regions of the U.S., the Permian is 

competitively advantaged because the takeaway pipelines are 

being built across Texas and Louisiana where the regulatory 

environment has been more favorable for infrastructure 

developers. Given the strong production growth, there are 

several long-haul pipelines being constructed out of the Permian 

supporting basin growth for many years to come. The basin is 

also connected to growing international demand markets for 



  

 

U.S. energy including crude oil, natural gas liquids, and natural 

gas.  

Utilities and renewable YieldCos although a smaller part of our 

portfolio, have benefitted from tailwinds in today’s markets, 

adding to the recent relative outperformance versus the Alerian 

MLP Index. Declining interest rates have supported higher 

valuations for these two groups. And importantly, the need for 

more power generation as well as the need to upgrade the 

infrastructure supporting our country’s electrical grid should 

necessitate growing investment in this space. A September 25th 

Wall Street Journal headline “AI Demand Spurs Big Tech 

Scramble for Clean Energy” is an example of how the surge in 

artificial intelligence (AI) and data center spending may speed 

development for clean energy. The article summarized the 

opportunity by stating that technology companies are already 

the biggest purchasers of wind and solar power. A search on a 

generative AI platform like ChatGPT uses at least 10 times the 

energy as a standard search on Google. Morgan Stanley 

estimates, emissions from the global build-out of data centers 

between now and 2030 could equal about 40% of the entire 

U.S. economy’s annual emissions.  We believe such a mega trend 

is going to support the need for more cleaner-burning natural 

gas as well as help renewable energy production gain an 

increased market share.  

To further support our thesis, the U.S. Energy Information 

Administration (EIA) projects a 38% rise in electricity demand 

over the next two decades partially driven by the forthcoming 

buildout in data centers.  Natural gas accounted for 43% of the 

country’s electricity usage in 2023 and is expected to play a 

major role for at least the next couple of decades to meet the 

demands of the growing appetite for power generation. We 

believe all forms of energy will be needed to support these 

dynamics, but renewable energy will be the energy of choice for 

many companies (especially those in the technology sector) that 

have pledged to achieve lower carbon emissions. 

Outlook 
Domestic and International energy consumption is poised to 

meaningfully grow over the next decade.  Expanding markets for 

U.S. LNG exports combined with additional demand for energy 

(traditional and renewable) to meet the needs from domestic 

power generators bode quite well for continued investment 

opportunities for midstream equities. Much improved balance 

sheets and dividend coverage ratios have led to healthier and 

more stable financial metrics and provide leading midstream 

businesses with the capacity to continue to invest their capital on 

highly attractive return growth projects. The utility and 

renewable energy equities inside our portfolio are also well 

positioned to capitalize on the expanding power needs inside the 

U.S.  In our opinion, the opportunity for both midstream and the 

utility and renewable sectors may be as great as we have 

witnessed in a very long time.  It is encouraging to observe the 

change in investor sentiment this year towards these sectors.  In 

our opinion, solid growth prospects and competitive dividend 

yields should help garner further investor interest.     

This material is provided for informational purposes only. Nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. 

Neuberger Berman is not providing this material in a fiduciary capacity and has a financial interest in the sale of its products and services.  No recommendation or advice is being given 

as to whether any investment or strategy is suitable for a particular investor. It should not be assumed that any investments in securities, companies, sectors or markets identified and 

described were or will be profitable. Third-party economic or market estimates discussed herein may or may not be realized and no representation is being given regarding such 

estimates. Information is obtained from sources deemed reliable, but there is no representation or warranty as to its accuracy, completeness or reliability. All information is current as of 

the date of this material and is subject to change without notice. Any views or opinions expressed may not reflect those of the firm as a whole. Certain products and services may not be 

available in all jurisdictions or to all client types. Indexes are unmanaged and are not available for direct investment. Investing entails risks, including possible loss of principal. Unless 

otherwise indicated, returns shown reflect reinvestment of dividends and distributions. Past performance is no guarantee of future results.  

The information is provided for illustrative purposes only. Due to client-specific variations in third-party financial intermediary programs this should not be relied on as an indication of 

any client’s actual experience.  

This Portfolio is available only through a wrap fee or similar program sponsored by a third-party financial intermediary (“Financial Intermediary”) that has engaged Neuberger Berman 

Investment Advisers LLC (“NBIA”) to manage certain of the Financial Intermediary’s client accounts on a discretionary basis or to provide the Financial Intermediary with 

recommendations in the form of model portfolio NBIA does not have, nor expects to receive, information regarding a Financial Intermediary’s client(s) individual financial situation, 

investment needs or objectives. As such, these materials are intended to be used only by a financial adviser. These materials may, at a Financial Intermediary’s discretion, be used by a 

Financial Intermediary’s financial adviser for discussion purposes with a Financial Intermediary’s client. To the extent a Financial Intermediary chooses to disseminate this material to 

program participants, NBIA and its affiliates assume no responsibility for compliance with any laws and rules associated with such further dissemination. Any information about a 

Financial Intermediary’s product offerings, including the composition, categorization, eligibility, or availability of a portfolio is solely determined by a Financial Intermediary. Neither NBIA 

nor its employees provide investment, suitability, tax or legal advice to a Financial Intermediary’s clients. Receipt of this material by a Financial Intermediary’s client does not establish any 

relationship between such client and NBIA and its affiliates. 

Specific client account performance, which may vary significantly from Composite performance, is reflected in the official books and records maintained by the Financial Intermediary or 

other custodian selected by the Financial Intermediary or client (“Custodian”). When the client account is held by the Custodian, foreign or otherwise, other than NBIA and/or its 

affiliates (“Neuberger Berman”), Neuberger Berman shall have no responsibility, liability, duty or obligation with respect to the selection of the Custodian, custody arrangements or the 

acts of the Custodian, information provided by the Custodian, omissions or other conduct of the Custodian, including investment by the Custodian of cash in the account, pricing, 
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reporting functions, foreign exchange execution services, the security of data maintained by the custodian, whether electronically stored or otherwise, or the Custodian's failure to obtain 

and maintain adequate insurance for the account, including but not limited to that which is offered by the Securities Investor Protection Corporation or the Federal Deposit Insurance 

Corporation, nor for any fees, charges or expenses that may be owed to the Custodian.    

Specific securities identified and described do not represent all of the securities purchased, sold or recommended for advisory clients. It should not be assumed that any investments in 

securities, companies, sectors or markets identified and described were or will be profitable. 

The information in this material may contain projections, market outlooks or other forward-looking statements regarding future events, including economic, asset class and market 

outlooks or expectations, and is only current as of the date indicated. There is no assurance that such events, outlook and expectations will be achieved, and actual results may be 

significantly different than that shown here. Information is based on current views and market conditions, which will fluctuate and may be superseded by subsequent market events or 

for other reasons. 

This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion to 

engage in or refrain from any investment-related course of action. Investment decisions and the appropriateness of this material should be made based on an investor's individual 

objectives and circumstances and in consultation with his or her advisors.   

Investing in the stocks of even the largest companies involves all the risks of stock market investing, including the risk that they may lose value due to overall market or economic 

conditions. Mid-capitalization stocks are more vulnerable to financial risks and other risks than larger stocks. They are generally less liquid than larger stocks, so their market prices tend 

to be more volatile. Investing in foreign securities involves greater risks than investing in securities of U.S. issuers, including currency fluctuations, interest rates and political conditions. 

Uncertainty in the markets and international events may cause markets to fluctuate dramatically.   

Small- and mid-capitalization stocks are more vulnerable to financial risks and other risks than stocks of larger companies. They also trade less frequently and in lower volume than larger 

company stocks, so their market prices tend to be more volatile. Large-cap stocks are subject to all the risks of stock market investing, including the risk that they may lose value.  

Due to investment in a limited number of sector, industry, or sub-sector of the market, the Portfolio’s performance will be especially sensitive to developments that significantly affect those 

sectors, industries, or subsectors. An individual sector, industry, or sub-sector of the market may be more volatile, and may perform differently, than the broader market. The industries that 

constitute a sector may all react in the same way to economic, political or regulatory events.  

Master Limited Partnerships (MLPs) are limited partnerships that are publicly traded and which have the tax benefits of a limited partnership and the liquidity of a publicly traded company. 

As an income producing investment, MLPs could be affected by increases in interest rates and inflation. The total market capitalization of the MLP universe is approximately $500 billion 

(Sources: Bloomberg and Alerian). Investors should consider relative exposure and liquidity in this asset class before making an investment. 

The Alerian MLP Index is a composite of the 50 most prominent energy master limited partnerships calculated by Standard & Poor's using a float-adjusted market capitalization methodology. 

The index is disseminated by the New York Stock Exchange real-time on a price return basis (NYSE: AMZ). The corresponding total return index is calculated and disseminated daily through 

ticker AMZX. 

Any third party mark(s) appearing above is/are the mark(s) of its/their respective owner(s). 

Neuberger Berman Investment Advisers LLC is a registered investment adviser. The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC.  
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