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The Alerian Midstream Energy Infrastructure UCITS ETF | MMLP 

Points of Difference 
 

Introduction 

Alerian, the Texas-based market leader for investible MLP and midstream energy indices1, has recently partnered with HANetf to launch its first 
European-listed UCITS ETF, The Alerian Midstream Energy UCITS ETF (MMLP). This the first ETF that tracks a second-generation dividend-
weighted midstream energy index. 

The underlying index, Alerian Midstream Energy Dividend Index (AEDW), is a dividend-weighted version of Alerian’s first-generation Midstream 
Energy Index (NYSE: AMNA), which is a broad-based composite of US and Canadian energy infrastructure companies. AEDW gives exposure 
to both MLPs and C-Corps that earn the majority of their cash flow from midstream activities including the transportation, storage and 
processing of energy commodities. It uses a fundamental weighting based on the dollar cash distributions that are paid by these companies. 

The launch of this ETF comes at an exciting time for the midstream energy sector. Valuations look very attractive by historical standards, the 
distribution yield is over 10%2, and the index comprises 82.2% of companies with an investment grade weighting3  and as we look out to 2021 
and 2022 with the projection of a more stable oil price environment, the expectation is that these companies will return their free cash flow to 
investors via dividend increases and share buybacks. 

 

 
 

 

 

 

 
1 As of 30th June, 2020, Alerian had a 75.8% AuM market share for US-listed passive MLP exchange traded products 
2 Source: Alerian/Bloomberg, as of 30.06.2020,  
3 Source: S&P LT Local Currency Issuer Credit Rating from Bloomberg 

https://www.hanetf.com/product/9/fund/the-alerian-midstream-energy-dividend-ucits-etf
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High level comparison of the Alerian ETF vs competing ETFs in Europe 

 Alerian Midstream Energy 
Dividend UCITS ETF 
 
 
(MMLP) 

Invesco Morningstar US Energy 
Infrastructure MLP UCITS ETF 
 
 
(MLPD) 

L&G US Energy 
Infrastructure MLP UCITS 
ETF 
 
(MLPI) 

Observations 

TER 0.40% 0.50% 0.25% The TER of the Alerian ETF is 
competitively priced at a 20% 
discount to the largest ETF from 
Invesco. 

Swap Fee 0.75% (fixed) 0.75% (fixed) Hidden 
 
Legal & General have not 
disclosed their swap terms, but 
backing it out from the tracking 
difference suggests that it is 
between 0.70% and 1.20%. 

The synthetic structures enable 
investors to gain exposure to 
MLPs tax efficiently. The swap fee 
covers the cost of filing tax returns 
in each state that the MLPs 
operate in. 
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Replication 
method 

Synthetic (physical with swap 
overlay + collateralisation) 
 
 
The ETF owns a physical basket of 
publicly traded blue-chip equities 
from the S&P 500® and Stoxx 
Europe 600® (the “Basket”) which 
are held with BNY Mellon (AA-, 
S&P). 
 
The total returns of the Basket are 
exchanged for the net total returns 
of the AEDW index though an 
unfunded swap with JPMorgan 
Chase & Co. 
 
Reset rules: In keeping with UCITS 
diversification rules, the swap is 
reset if the mark-to-market exceeds 
5% of the NAV at any time, and it is 
automatically reset on a monthly 
basis and any time there’s a creation 
or redemption in the ETF. 
 

Synthetic (physical with swap 
overlay) 
 
 
The Invesco ETF employs a similar 
replication structure but does not 
post any collateral to the swap 
counterparty for negative when the 
mark-to-market is negative; instead, 
the ETF sells down a portion of the 
equity basket and vice versa when 
there is a positive mark-to-market on 
the swap. 
 
The equity basked comprises stocks 
from developed markets but can 
include small and mid-cap stocks 
which may be less liquid. 

Synthetic (unfunded swap 
backed by equity collateral) 
 
 
Further information isn’t 
publicly available. 

All MLP ETFs in Europe use a 
variation of synthetic replication 
to achieve withholding tax and 
tracking efficiency, because a 
direct investment in MLPs would 
trigger a requirement to file 
Schedule K-1 tax returns with the 
US Inland Revenue Service in 
order to claw back some of the 
distributions withheld at source. 
 
Some of the stocks in MMLP may 
be pledged to the swap 
counterparty if the ETF owes the 
swap counterparty money on the 
swap, but the ETF retains 
ownership of the physical assets 
at all times, so they don’t move 
from BNYM. JPM posts cash to a 
segregated collateral account. 
 

Swap 
counterparty 

JPMorgan (rated A- by S&P) Goldman Sachs (rated BBB+), 
Morgan Stanley (rated BBB+) 

Citigroup (rated BBB+) JPM is one of the safest banks in 
the world with strong long-term 
issuer ratings and low 5Y CDS 
spreads. It is also the leading swap 
provider and broker-dealer for 
MLPs in the world. 
 

Investment 
Manager 

Vident Investment Advisory LLC Assenagon Asset Management 
S.A. 

GO ETF Solutions LLP  

Fund 
domicile 

Ireland Ireland Ireland Ireland offers favourable double 
taxation treaties with North 
America. 
 

MMLP MLPD MLPI 

https://www.hanetf.com/product/9/fund/the-alerian-midstream-energy-dividend-ucits-etf-dist
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Listings LSE (USD, GBP),  
Borsa Italiana (EUR),  
Deutsche Boerse (EUR) 

LSE (USD, GBP),  
Borsa Italiana (EUR),  
Deutsche Boerse (EUR),  
SIX Swiss Exchange (USD) 
 

LSE (USD, GBP),  
Borsa Italiana (EUR), 
Deutsche Boerse (EUR),  
SIX Swiss Exchange (CHF) 

 

Index name Alerian Midstream Energy 
Dividend Index (Net TR) 

Morningstar MLP Composite 
Index TR 
 

Solactive US Energy 
Infrastructure MLP Index TR 

 

Index ticker AEDW(N) MSMLPCT 
 

SOLEIMLP  

YTD gross 
performance 

-31.61% -36.77% -36.21% The Alerian index has 
outperformed the Morningstar 
and Solactive indices on a total 
return basis over most time 
periods. 

1Yr gross 
performance 

-32.25% -42.73% -42.23% 

5Yr gross 
performance 

-31.83% -49.90% -50.94% 

1Yr standard 
deviation * 

52.81% 61.65% 67.79% AEDW has significantly lower 
volatility and offers higher risk 
adjusted returns than the other 
indices, which is unsurprising 
because they are 100% MLPs. 

Index 
weighting 
methodology 

Fundamentally-weighted based on 
the liquid, dividend-paying portion 
of the North American energy 
infrastructure market (47.9% in 
MLPs and 52.1% in C-Corps*). The 
capped, dividend-weighted index 
reflects the proportionate share of 
aggregate annual cash 
distributions each company is 
expected to pay. It is calculated 
every 15 seconds, rebalanced 
quarterly and reconstituted 
annually. 

Aims to provide representative, 
diversified exposure to MLPs only. 
Each constituent is weighted by the 
dollar value of their annual 
distribution and is capped at 10%. 
The index targets the top 97% of 
MLPs by market capitalisation. It is 
calculated daily, rebalanced 
quarterly and reviewed semi-
annually. 

An MLP-only index where 
constituents are only eligible 
for inclusion if they’re of a 
sufficient size, sufficiently 
liquid and make at least one 
distribution payment each 
year. The eligible MLPs are 
ranked according to their 
“forward looking distribution 
yield” and distribution 
stability. The top 25 ranking 
MLPs are then selected for 
inclusion and are weighted 
equally and rebalanced semi-
annually. 

The Alerian index has a 
methodology that is better 
adapted to the midstream stock 
universe and only includes 
companies that earn the majority 
of their cash flows from qualifying 
midstream activities involving 
energy commodities. For 
example, Suburban Propane 
Partners, which has a weighting 
above 5% in the Invesco ETF 
would be ineligible as it’s 
essentially a retail propane gas 
marketer. 

MMLP MLPD MLPI 
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Past performance is not a guide to future performance. 
Sources: Bloomberg, www.alerian.com, www.lgimetf.com, etf.invesco.com 
All data as of 30.06.20 unless otherwise indicated.  

* As of 30.06.20. Source: www.Alerian.com 

 
The investment case for buying the Alerian ETF versus an MLP-only ETF 

Diversification MMLP is broader, more diversified and more representative of the North American midstream universe. 
− If investors are worried about the number of holdings or concentration risk, MMLP is the better fit. 
− If investors are using midstream for a broader energy allocation (i.e. less income oriented), MMLP is probably a better fit given the 

broader diversification it offers 

Defensiveness MMLP is likely more defensive due to its Canadian C-Corps exposure (approx. 24% of ETF holdings4).  
Canadian names did well in 2019 – up almost 30% on a price-return basis vs MLPs being down slightly on a price-return basis.5  If the 
macro environment changes, the relative performance could potentially reverse. 
If investors have a more cautious outlook, MMLP is a potential better fit. 
AEDWT is also generally less volatile than MSMLPCT and SOLEIMLP. 

 
4 Source: Alerian as of 30/06/2020 
5 Source: Bloomberg/Alerian as of 30/06/2020 

Distribution 
frequency 

Quarterly Quarterly Quarterly  

Number of 
constituents 

31 19 15 AEDW is more diversified and 
offers a better representation of 
the midstream energy sector. 

Dividend 
yield 
(gross)* 

10.95% 14.25% 16.02% AEDW offers a lower yield 
currently, which is a function of 
holding lower-yielding but better 
performing midstream C-Corps. 

MMLP MLPD MLPI 

http://www.alerian.com/
http://www.alerian.com/
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Market Cap If investors prefer larger companies, MMLP may be a better fit because the average market cap ($8.5 billion as of 31/03/2020) is higher 
than the average market cap of MLP-only ETFs6. C-Corps tend to be larger integrated companies with bigger balance sheets. 

Income MLPD and MLPI have higher yields because MLPs are not taxed whereas C-Corps are.  
However, they are also more concentrated. That being said, many C-Corps have revised their dividend policies in the wake of lower oil 
prices and the overall trend is for C-Corp yields to rival historical MLP yields.7 

Relative 
Valuations 

MLP-only indices are generally trading at steeper discounts to historical averages than indexes with MLPs and C-Corps, although C-
Corps are generally more defensive8. 

Credit Ratings If investors are sensitive to credit ratings, AEDW was 82% investment grade by weighting as of 30/69 compared to a range of 59 -69% 
for other indices10. 

The changing 
midstream 
landscape 

There is the expectation that new MLPs will be launched in the coming years may pay healthy distributions that aren’t prohibitively high. 
If eligible, they could be added to all three indices, although they may have a higher weighting in MLPD or MLPI.  
 
But equally so, some MLPs will invariably convert or roll up into C-Corps, as was the case with industry bellwethers Kinder Morgan and 
Enbridge, because their distributions became unwieldy for effective balance sheet management. MMLP is positioned to offer exposure to 
these high-quality midstream companies in all cases. 

 
 
 
Risks of Trading Midstream Energy and MLP ETFs 

As with all investments, your capital is at risk and you may not get back the full amount you invested.  Past performance is no guarantee of future 
performance. The product may not be a suitable investment for all investors and each investor should determine the suitability of its investment in light of 
their own circumstances.  For a full list of risks associated with the MMLP product, please consult the prospectus. 
 

 
6 Source: Bloomberg/Alerian as of 30/06/2020.   AEDW: 52.81%, Morningstar: 61.65%, Solactive: 67.79% 
7 Source: Alerian.com 
8 Source: Based on monthly rolling PE ratios over 10 years.  Data from Bloomberg as of 30.06.2020 
9 Source: S&P LT Local Currency Issuer Credit Rating from Bloomberg 
10 Source: US Points of Difference Document 
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MMLP Product Details 

If you would like more information about MMLP, please visit the MMLP Fund page. 

For further details, please contact a member of the HANetf team on +44 () 203 794 1800 or email info@hanetf.com 

Exchange Bloomberg Code RIC ISIN SEDOL Currency TER

London Stock Exchange MMLP LN MMLP.L IE00BKPTXQ89 BMVFZ02 USD 0.40%

London Stock Exchange PMLP LN PMLP.L IE00BKPTXQ89 BL96TT7 GBP 0.40%

Borsa Italiana MMLP IM MMLP.MI IE00BKPTXQ89 BMHVZQ0 EUR 0.40%

Deutsche Boerse Xetra JMLP GY JMLP.DE IE00BKPTXQ89 BMHVZP9 EUR 0.40%

 

About HANetf 

HANetf is an independent provider of UCITS ETFs, working with asset management companies to bring differentiated, modern and innovative exposures to 
European ETF investors. Via our white-label ETF platform, HANetf provides a complete operational, regulatory, distribution and marketing solution for asset 
managers to launch and manage UCITS ETFs. www.hanetf.com   
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Important Information 

"The content in this document is issued by HANetf Limited (“HANetf”), an appointed representative of Mirabella Advisers LLP, which is authorised and regulated by the Financial 
Conduct Authority (“FCA”). This communication has been prepared for professional investors, but the ETCs and ETFs set out in this communication (“Products”) may be 
available in some jurisdictions to any investors. Please check with your broker or intermediary that the relevant Product is available in your jurisdiction and suitable for your 
investment profile. 

Past performance is not a reliable indicator of future performance. The price of the Products may vary and they do not offer a fixed income.  

This document may contain forward looking statements including statements regarding our belief or current expectations with regards to the performance of certain assets 
classes. Forward looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance that such statements will be accurate and actual 
results could differ materially from those anticipated in such statements. Therefore, readers are cautioned not to place undue reliance on these forward-looking statements.  

The content of this document does not constitute an investment advice nor an offer for sale nor a solicitation of an offer to buy any Product or make any investment. An 
investment in an exchange traded product is dependent on the performance of the underlying asset class, less costs, but it is not expected to track that performance exactly. 
The Products involve numerous risks including among others, general market risks relating to underlying adverse price movements in an Index (for ETFs) or underlying asset 
class and currency, liquidity, operational, legal and regulatory risks. In addition, in relation to Bitcoin ETCs, these are highly volatile digital assets and performance is 
unpredictable. 

The information contained on this document is not, and under no circumstances is to be construed as, an advertisement or any other step in furtherance of a public offering of 
securities in the United States or any province or territory thereof, where none of the Issuers (as defined below) or their Products are authorised or registered for distribution 
and where no prospectus of any of the Issuers has been filed with any securities commission or regulatory authority. No document or information on this document should be 
taken, transmitted or distributed (directly or indirectly) into the United States. None of the Issuers, nor any securities issued by it, have been or will be registered under the 
United States Securities Act of 1933 or the Investment Company Act of 1940 or qualified under any applicable state securities statutes.  

The Issuers 

1. HANetf ICAV, an open-ended Irish collective asset management vehicle issuing under the terms in the Prospectus and relevant Supplement for the ETF approved by the 
Central Bank of Ireland (“CBI”) (“ETF Prospectus”) is the issuer of the ETFs. Investors should read the current version of the ETF Prospectus before investing and should refer 
to the section of the ETF Prospectus entitled ‘Risk Factors’ for further details of risks associated with an investment in the ETFs. Any decision to invest should be based on the 
information contained in the ETF Prospectus. 

2. HANetf ETC Securities plc, a  public limited company incorporated in Ireland, issuing under the terms in the Base Prospectus approved by the Central Bank of Ireland and 
the final terms of the relevant series (“Issue Documentation”) is the issuer of the precious metals ETCs. Investors should read the latest version of the Issue Documentation 
before investing and should refer to the section of the Base Prospectus entitled ‘Risk Factors’ for further details of risks associated with an investment in the ETCs. Any decision 
to invest should be based on the information contained in the Issue Documentation. 

3. ETC Issuance GmbH, a  limited liability company incorporated under the laws of the Federal Republic of Germany, issuing under the terms in the Prospectus approved by 
the Bundesanstalt für Finanzdienstleistungsaufsicht (""BaFin"") and the final terms (“Bitcoin Prospectus”) is the issuer of the Bitcoin ETCs. Investors should read the latest 
version of the Bitcoin Prospectus before investing and should refer to the section of the Bitcoin Prospectus entitled ‘Risk Factors’ for further details of risks associated with an 
investment in the Bitcoin ETCs. Any decision to invest should be based on the information contained in the Bitcoin Prospectus. 

The Issue Documentation, ETF Prospectus and Bitcoin Prospectus can all be downloaded from www.hanetf.com. 

The decision and amount to invest in any Product should take into consideration your specific circumstances after seeking independent investment, tax and legal advice. " 

 


