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Topics Covered in Today’s Presentation


Fiscal Q1 2019 Performance



Recap of Q4 2018 Earnings



Simplification Transactions

Note: A podcast accompanying this presentation can be found
at www.kaynefunds.com/events-and-presentations.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS: This presentation contains “forward- looking statements” as defined under the U.S. federal securities laws. Generally, the words “believe,” “expect,”
“intend,” “estimate,” “anticipate,” “project,” “will” and similar expressions identify forward-looking statements, which generally are not historical in nature. Forward-looking statements are subject to certain risks and
uncertainties that could cause actual results to differ from Kayne Anderson’s historical experience and its present expectations or projections indicated in any forward-looking statements. These risks include, but are
not limited to, changes in economic and political conditions; regulatory and legal changes; MLP industry risk; leverage risk; valuation risk; interest rate risk; tax risk; and other risks discussed in detail in the funds’ filings
with the SEC, available at www.sec.gov. You should not place undue reliance on forward-looking statements, which speak only as of the date they are made. Kayne Anderson undertakes no obligation to publicly update
or revise any forward-looking statements made herein.
© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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KYN Performance
KYN performed well during the first quarter of fiscal 2019 (total NAV return of 5.1%)
•

Outperformed AMZ and AMUS

•

Positive quarterly return despite market weakness during December

•

Total return of 6.2% for the fiscal 12 month period ended February 28, 2019; outperformed the AMZ by 2.6% and
lagged the AMUS by 2.4%

KYN is also a top performer calendar year-to-date, generating a total return of 22.0%
KYN Total Returns (Adjusted NAV)(1)(2)
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Note: Performance data quoted represents past performance. Past performance is not a guarantee of future results. Current performance may be lower or higher than that shown based on market fluctuations
from the end of the reported period.
(1)
(2)
(3)
(4)

Total Return reflects Adjusted NAV return defined as NAV plus reinvested dividends paid during the period, divided by NAV at the beginning of the period.
Returns for the Alerian US Midstream Energy Index (AMUS) and the Alerian MLP Index (AMZ) are total returns.
Returns are for the period ended February 28, 2019.
Returns are for the period ended March 15, 2019.

© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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KMF Performance
KMF performed well during the first quarter of fiscal 2019 (total NAV return of 6.2%)
•

Outperformed the AMZ; lagged the AMEI by 0.2%

•

Positive quarterly return despite market weakness during December

•

Total return of 6.9% for the fiscal 12 month period ended February 28, 2019; 0.9% less than AMEI but 3.3% better
than AMZ

KMF is also a top performer calendar year-to-date, generating a total return of 27.9%
KMF Total Returns (Adjusted NAV)(1)(2)
Last Fiscal Twelve Months(3)
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Note: Performance data quoted represents past performance. Past performance is not a guarantee of future results. Current performance may be lower or higher than that shown based on market fluctuations
from the end of the reported period.
(1)
(2)
(3)
(4)

Total Return reflects Adjusted NAV return defined as NAV plus reinvested dividends paid during the period, divided by NAV at the beginning of the period.
Returns for the Alerian Midstream Energy Select Index (AMEI) and the Alerian MLP Index (AMZ) are total returns.
Returns are for the period ended February 28, 2019.
Returns are for the period ended March 15, 2019.

© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Midstream Valuations
While the market has rallied from its late December lows, Midstream valuations remain
compelling
KYN Portfolio Statistics(1)

Metric

Statistic

Current Yield

7.4%
2019

EV / EBITDA

2020

10.5x

9.9x

9.1x

8.4x

16.2x

14.3x

Distribution Coverage Ratio

1.5x

1.4x

Debt / EBITDA

4.2x

4.0x

P / DCF
P /E

Source: Kayne Anderson Research, FactSet consensus estimates as of March 15, 2019.
(1)

Metrics are based on the weighted average of KYN’s portfolio as of February 28, 2019. Portfolio holdings are subject to change without notice. You can obtain a complete listing of holdings by viewing our
quarterly or annual report for the most recent completed period.

© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Recap of Q4 2018 Earnings
Key takeaways from fourth quarter earnings season:
•

2018 was a year of record financial results for many midstream companies

•

Investors will continue to push for structural simplicity, less reliance on capital markets and capital discipline

•

•

Capital spending plans for 2019 and 2020 are key area of focus

•

Private capital continues to play an important role in the midstream industry

Upstream sector is responding to investor demands for capital discipline and focus on shareholder returns
•

Capex is declining more than expected during 2019, but production will continue to grow
KYN Top Ten(1) EBITDA Growth Year-over-Year
($ in billions)

$38
$35

$28

2017

2018

2019E

Source: Kayne Anderson Research, FactSet consensus estimates as of March 15, 2019.
(1)

Based on KYN’s top 10 holdings as of February 28, 2019. Portfolio holdings are subject to change without notice. You can obtain a complete listing of holdings by viewing our quarterly or annual report for the
most recent completed period.

© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Simplification Transactions
Simplification transactions between MLPs and Midstream Companies is the most impactful industry
trend over last four years
•

36 simplification transactions announced over this time period

•

The first such transaction was Kinder Morgan’s roll-up of its MLPs in 2014
Energy Transfer, Williams, ONEOK, Enbridge and Plains are other large cap midstream companies that have
completed these types of transactions

o

•

While we expect this trend to continue, we believe that the remaining transactions will have less of an impact on
distributions paid to MLP investors (as measured by the impact on the Alerian MLP Index’s yield)
o

Larger MLPs have already completed their simplification transactions

o

Partnerships that still need to address IDRs are predominately small/mid cap entities


A good example of this is the recent transaction between PBFX and PBF

Note: The mention of specific securities is not a recommendation or solicitation for any person to buy, sell or hold any particular security.
© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Simplification Transactions – 2014 to Present
The pace of simplification transactions has accelerated over the last 24 months as companies
have reacted to investor demands
•

2018 was by far the most active year

•

Of the 32 midstream MLPs we follow, 18 still have IDRs
Simplification Transactions by Year(1)
Plains All Am erican
Targa Resources

Kinder Morgan

ON EOK

MPLX
William s
Energy Transfer
Enbridge
Western Gas

18
10

6
5
3

3

2

1
2014

2015

2016

2017

2018

2019

Note: Table above includes select, representative but not all inclusive, simplification transactions announced during the stated year. Notable transactions are in bold. The mention of specific securities is not a
recommendation or solicitation for any person to buy, sell or hold any particular security.
(1)

Simplification transactions include buy-ins, mergers of partnerships under common-control and IDR restructurings.

© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Simplification Transactions
Another way to illustrate the impact of these simplification transactions is to look at the changes in
the Alerian MLP Index over the last four years:
Alerian MLP Index
Percentage of Index with
IDRs(1)

September 2014

Today

62%

13%

Our portfolios have evolved meaningfully as well. Today, the vast majority of KYN and KMF’s
portfolios are invested in companies that do not have IDRs:
KYN’s Portfolio
Percentage of Portfolio
with IDRs

August 2014

Today

78%

12%

Note: Based on KYN’s portfolio as of March 15, 2019 and the AMZ’s constituents as of the March 11, 2019 special rebalancing.
(1) This percentage includes AMZ constituents with IDRs (based on such constituent’s index weighting).
© 2019 KA Fund Advisors, LLC. All Rights Reserved.
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Disclaimers
•

This presentation is provided for informational purposes only. This material does not constitute an offer to sell or a solicitation to buy, nor shall there be any
sale of any securities in any jurisdiction in which such offer or sale is not permitted. Performance data quoted represent past performance and are for the
stated time period only. Performance reflects the deduction of management fees and expenses but does not reflect transaction fees or broker commissions.
Past performance is not a guarantee of future results. Current performance may be lower or higher than that shown based on market fluctuations from the end
of the reported period. Both fund’s investment return and principal value fluctuate so that an investor's shares, when sold, may be worth more or less than their
original cost. Closed-end funds, unlike open-end funds, are not continuously offered. After the initial public offering, shares are sold on the open market through
a stock exchange. As with any other stock, total return and market value will fluctuate so that an investment, when sold, may be worth more or less than its
original cost. Shares of closed-end funds frequently trade at a market price that is below their net asset value. All investments involve risk, including possible
loss of principal. An investment in any Kayne Anderson fund could suffer loss. Each fund’s concentration of investments in energy-related MLPs and midstream
entities subjects it to the risks of MLPs, midstream entities and the energy sector, including the risks of declines in energy and commodity prices, decreases in
energy demand, adverse weather conditions, natural or other disasters, changes in government regulation, and changes in tax laws. Leverage creates risks
which may adversely affect return, including the likelihood of greater volatility of net asset value and market price of common shares and fluctuations in
dividend rates on any preferred shares, and increases a shareholder’s risk of loss. Before making an investment in the funds, you should consider the
investment objective, risks, charges and expenses of the fund, which, together with and other important information, are included in the fund’s most recent
prospectus and other filings with the SEC, available at www.sec.gov. There can be no assurance that the fund’s investment objectives will be attained. Nothing
contained in this communication is intended to recommend any investment policy or investment strategy or take into account the specific objectives or
circumstances of any investor. Please consult with your investment, tax or legal adviser regarding your individual circumstances prior to investing.

•

Kayne Anderson MLP/Midstream Investment Company (NYSE: KYN) is a non-diversified, closed-end management investment company registered under the Investment
Company Act of 1940, as amended, whose common stock is traded on the NYSE. The Company's investment objective is to obtain a high after-tax total return by
investing at least 85% of its total assets in energy-related partnerships and their affiliates (“MLPs”), and in other companies that, as their principal business, operate
assets used in the gathering, transporting, processing, storing, refining, distributing, mining or marketing of natural gas, natural gas liquids, crude oil, refined petroleum
products or coal (collectively with midstream MLPs, “Midstream Energy Companies”).

•

Kayne Anderson Midstream/Energy Fund, Inc. (NYSE: KMF) is a non-diversified, closed-end management investment company registered under the Investment Company
Act of 1940, as amended, whose common stock is traded on the NYSE. The Fund’s investment objective is to provide a high level of total return with an emphasis on
making cash distributions to its stockholders by investing at least 80% of its total assets in securities of companies in the Midstream/Energy Sector, consisting of: (a)
Midstream Master Limited Partnerships (“MLPs”), (b) Midstream Companies, (c) Other MLPs and (d) Other Energy Companies. The Fund anticipates that the majority of
its investments will consist of investments in Midstream MLPs and Midstream Companies. See Glossary of Key Terms in the Fund’s quarterly reports for a description of
these investment categories and for the meaning of capitalized terms.

•

KA Fund Advisors, LLC (“KAFA”) is the adviser to KYN and KMF. Kayne Anderson Capital Advisors, L.P. (“KACALP”) is a leading alternative investment management firm
focused on niche investing in upstream oil and gas companies, energy and infrastructure, specialized real estate, growth equity and both private credit and diversified
liquid credit. Together, KAFA and KACALP are referred to in this communication as “Kayne Anderson.” Kayne Anderson’s investment philosophy is to pursue niches, with
an emphasis on cash flow, where our knowledge and sourcing advantages enable us to deliver above average, risk-adjusted investment returns. Kayne Anderson
manages approximately $30 billion in assets (as of 2/28/2019) for institutional investors, family offices, high net worth and retail clients and employs 350+
professionals in five core offices across the U.S. For additional information, please call 877.657.3863 or email cef@kaynecapital.com.

www.kaynefunds.com
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