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As we enter 2025, we believe the midstream sector offers  
a compelling investment opportunity, even after last year’s 
strong performance. While we cannot forecast a repeat  
of 2024’s level of return, we believe there are three key  
reasons to own midstream equities today.
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We believe the total-return proposition for energy 
infrastructure, or midstream, is underpinned by the  
same pillars that have been prevalent for some time— 
the sector’s strong free cash flow, visible cash flow growth, 
and healthy balance sheets with self-funding models.  
In our view, these underpinnings are likely to drive 
attractive and durable total return for investors, 

particularly through growing income. 

The industry continues to generate an attractive level  
of free cash flow, after satisfying capex obligations, that  
it can return to investors via distributions, share buybacks  
or debt reduction. We expect this cash flow will grow 
further, particularly on the back of strong long-term  
demand for natural gas. As global economies prioritize 
energy security and reliability, exports of liquefied natural 
gas (LNG) out of North America are expected to nearly 
double by the end of the decade, with growth likely  
to continue beyond that. 

Meanwhile, rising power demand from the AI-driven 
buildout of data centers is a more recent tailwind for 

domestic gas consumption that we expect to accelerate.  

With this substantial demand growth on the horizon,  

we believe midstream companies will be able to further 

capitalize on their self-funding business models. They will  

be able to use their cash flows to execute on growing capital  

backlogs, potentially generating strong returns on capital.  

In our view, by living within its cash flows rather than relying  

on external debt and equity financing, the industry can 

accomplish its business plans with insulation from market 

volatility and without diluting existing shareholders. Against 

this backdrop, we believe the industry is undergoing a period 

of growing returns on invested capital (ROIC) above and 

beyond its weighted average cost of capital (WACC) unlike  

any other period in recent memory.

Attractive Total-  
Return Potential

Power Load and LNG Demand Are Driving  
Natural Gas Demand Growth 

Projected North American Natural Gas Demand Growth (2023-2035)

Strong Value Creation  
on a Growing Opportunity Set  

Midstream 5-Year Rolling Cash ROIC, Estimated WACC, and Growth Capital Spending 

■ Growth Capital Spending (LHS)         Rolling 5-Year Cash ROIC (RHS)         Estimated WACC (RHS) 

As of December 31, 2024. Source: TC Energy 2024 Investor Day Presentation, International Energy Agency (IEA). Next Wave LNG refers to LNG expected  
to be constructed. LDC refers to local distribution company. 2022 North American Natural Gas Production based on IEA estimate of 40,355,138 terajoules 
of production and conversion factor of 1 megajoule per 0.915 cubic foot of natural gas. 

As of December 31, 2024. Source: Wells Fargo, Brookfield Public Securities Group, Bloomberg. ROIC refers to return on invested capital. WACC refers to weighted 
average cost of capital. Growth capital spending is according to Wells Fargo Securities, LLC estimates and based on company reports. Rolling 5-Year Cash ROIC 
is based on “Summary Of Cash Returns Over Our Last Nine ‘Show Me The Money’ Reports” according to Wells Fargo Securities, LLC. Estimated WACC is based on 
Bloomberg WACCs of Brookfield midstream coverage universe. Midstream refers to the sector. Past performance is not indicative of future returns. 
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Following the sector’s strong performance over the previous 
few years, including last year’s 44.53% gain for the Alerian 
Midstream Energy Index, it is fair for investors to question 
what the market is expecting the sector to deliver in terms  
of growth. We currently think that the market is implying 
about 3-4% cash flow growth through the end of this decade, 
on average, with 1-2% growth in the 2030s, and terminal 
declines thereafter. 

The midstream sector has also been exhibiting other  
notable positive technical attributes that make it an 
attractive investment allocation opportunity, most notably 
lower correlation to the broader equity market and to crude 
oil, among others.

While we believe any long-dated projections are fraught  
with too much uncertainty to be of much use, we think  
that the industry's demand dynamics support growth  
rates above these market expectations through 2040.  
As such, we believe that there could be another  
1.0-1.5x turns of multiple expansion potential  
(similar to what occurred in 2024), on average. 

The self-help measures that the industry has undertaken—
lower leverage levels and reduced dependence on capital 
markets—have made midstream equities “healthier” than 
they were a decade ago. As a result, the Alerian Midstream 
Energy Index's correlation to the S&P 500 and to crude  
oil were both at decade lows in 2024, with the latter 
substantially below any other year in the prior decade.1   
This means midstream can potentially offer diversification  
to investor portfolios.

Attractive Valuations

Uncorrelated Returns  

We Believe the Market Is Underestimating Potential  
Cash Flow Growth Through 2040, Providing an Opportunity  

for Midstream Multiples to Expand
DCF Annual Growth Rates 

■ Estimated Rates        ■ Rates Implied by Market

2026E EV/EBITDA Multiples 

■ Based on BEI Growth Rate Estimates        ■ Based on Growth Rates Implied by Market

As of December 31, 2024. Source: Company filings, Brookfield Public Securities Group estimates, Wells Fargo Securities, LLC, Bloomberg. DCF refers  
to Distributable Cash Flow. EV/EBITDA is a ratio that compares a company's Enterprise Value (EV) to its Earnings Before Interest, Taxes, Depreciation  
& Amortization (EBITDA). Multiples represent averages of the PSG BEI midstream universe. BEI refers to the Brookfield Energy Infrastructure Team.  
"Market" is the stock market prices of Brookfield Energy Infrastructure’s midstream universe. 

-12%

-8%

-4%

0%

4%

8%

'50+'40-'50'31-'40'27-'30

9.0x 9.5x 10.0x 10.5x 11.0x 11.5x

-12%

-8%

-4%

0%

4%

8%

'50+'40-'50'31-'40'27-'30

9.0x 9.5x 10.0x 10.5x 11.0x 11.5x



5

C A P T U R I N G  T H E  M I D S T R E A M  O P P O R T U N I T Y

P U B L I C  S E C U R I T I E S  G R O U P

Industry returns in 2024 certainly exceeded our expectations, 

but we believe such healthy returns were warranted, based  

on the evolving fundamental landscape. As we look forward 

to the remainder of 2025 and beyond, we believe the case  

for investing in the midstream sector is still strong. 

Energy infrastructure equities offer strong total-return 

potential, attractive valuations, and favorable technical 

attributes, in our view. Given the potential for quickly 

changing market dynamics, we favor accessing the 

opportunity with the help of an active manager that  

can adapt exposures as needed and invest in a diversified  

mix of high-quality master limited partnerships (MLPs)  

and C-corps without structural restrictions. 

Accessing the 
Opportunity 
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Risk Disclosure

All investing involves risk. The value of an investment will fluctuate 

over time, and an investor may gain or lose money, or the entire 

investment. Real assets include real estate securities, infrastructure 

securities and natural resources securities. 

Infrastructure companies may be subject to a variety of factors 

that may adversely affect their business, including high interest 

costs, high leverage, regulation costs, economic slowdown, surplus 

capacity, increased competition, lack of fuel availability, and energy 

conservation policies.

Diversification does not guarantee a profit or protect against loss.

©2025 Brookfield Public Securities Group LLC ("PSG" or "the Firm") is  

a wholly owned subsidiary of Brookfield Corporation. Brookfield Public 

Securities Group LLC is an SEC-registered investment adviser and is 

registered as a portfolio manager in each of the provinces and territories 

of Canada and represents the Public Securities Group of Brookfield 

Corporation, providing global listed real assets strategies including  

real estate equities, infrastructure equities, multi-strategy real asset 

solutions and real asset debt. PSG manages separate accounts, 

registered funds and opportunistic strategies for institutional and 

individual clients, including financial institutions, public and private 

pension plans, insurance companies, endowments and foundations, 

sovereign wealth funds and high-net-worth investors. PSG is an indirect, 

wholly owned subsidiary of Brookfield Corporation, a leading global 

alternative asset manager.

The information in this publication is not and is not intended  

as investment advice, an indication of trading intent or holdings,  

or prediction of investment performance. Views and information 

Endnote 

1	Source: FactSet and Wells Fargo Securities, LLC.

Disclosures and Definitions

expressed herein are subject to change at any time. Brookfield  

disclaims any responsibility to update such views and/or information.  

This information is deemed to be from reliable sources; however, 

Brookfield does not guarantee its completeness or accuracy.  

This publication is not intended to and does not constitute an offer  

or solicitation to sell or a solicitation of an offer to buy any security,  

product or service (nor shall any security, product or service be  

offered or sold) in any jurisdiction in which Brookfield is not licensed  

to conduct business and/or an offer, solicitation, purchase or sale  

would be unavailable or unlawful.

Opinions expressed herein are current opinions of Brookfield Public 

Securities Group LLC, including its subsidiaries and affiliates, and are 

subject to change without notice. Brookfield Public Securities Group LLC, 

including its subsidiaries and affiliates, assumes no responsibility  

to update such information or to notify clients of any changes.  

Any outlooks, forecasts or portfolio weightings presented herein  

are as of the date appearing on this material only and are also subject 

to change without notice. Past performance is not indicative of future 

performance, and the value of investments and the income derived  

from those investments can fluctuate. Future returns are not guaranteed,  

and a loss of principal may occur.

Forward-Looking Statements

Information herein contains, includes or is based on forward-looking 

statements within the meaning of the federal securities laws, specifically 

Section 21E of the Securities Exchange Act of 1934, as amended, and 

Canadian securities laws. Forward-looking statements include all 

statements, other than statements of historical fact, that address future 

activities, events or developments, including, without limitation, business 

or investment strategy or measures to implement strategy, competitive 

strengths, goals, expansion and growth of our business, plans, prospects 

and references to our future success. You can identify these statements by 

the fact that they do not relate strictly to historical or current facts.  

Words such as “anticipate,” “estimate,” “expect,” “project,” “intend,”  

“plan,” “believe” and other similar words are intended to identify  

these forward-looking statements. Forward-looking statements can  

be affected by inaccurate assumptions or by known or unknown risks 

and uncertainties. Many such factors will be important in determining 

our actual future results or outcomes. Consequently, no forward-looking 

statement can be guaranteed. Our actual results or outcomes may  

vary materially. Given these uncertainties, you should not place undue 

reliance on these forward-looking statements.

Index Provider Disclaimer

The quoted indexes within this publication are unmanaged and  

cannot be purchased directly by investors. Index performance  

is shown for illustrative purposes only, and it does not predict  

or depict the performance of any investment. There may be  

material factors relevant to any such comparison, such as differences  

in volatility and also regulatory and legal restrictions between the indexes 

shown and any investment in a Brookfield strategy, composite or fund. 

Brookfield obtained all index data from third-party index sponsors  

and believes the data to be accurate; however, Brookfield makes  

no representation regarding its accuracy. Indexes are unmanaged  

and cannot be purchased directly by investors.

Brookfield Public Securities Group LLC does not own or participate  

in the construction or day-to-day management of the indexes referenced 

in this document. The index information provided is for your information 

only, and it does not imply or predict that a Brookfield Public Securities 

Group LLC product will achieve similar results. This information is subject 

to change without notice. The indexes referenced in this document  

do not reflect any fees, expenses, sales charges or taxes. It is not possible  

to invest directly in an index. The index sponsors permit use of their 

indexes and related data on an "as is" basis, make no warranties 

regarding same, do not guarantee the suitability, quality, accuracy, 

timeliness and/or completeness of their index or any data included  

in, related to or derived therefrom, and assume no liability in connection 

with the use of the foregoing. The index sponsors have no liability  

for any direct, indirect, special, incidental, punitive, consequential  

or other damages (including loss of profits). The index sponsors do not 

sponsor, endorse or recommend Brookfield Public Securities Group LLC 

or any of its products or services. Unless otherwise noted, all indexes  

are total-return indexes.

Index Definitions

The Alerian Midstream Energy Index is a broad-based composite  

of North American energy infrastructure companies. The capped,  

float-adjusted, capitalization-weighted index, whose constituents  

earn the majority of their cash flow from midstream activities  

involving energy commodities, is disseminated real-time on  

a price-return basis (AMNA) and on a total-return basis (AMNAX). 

The S&P 500 Index is an equity index of 500 widely held,  

large-capitalization U.S. companies.  

Definitions

Correlation is a statistic that measures the degree to which two securities 

move in relation to each other. Correlation data for fixed-income products 

is based on the average of monthly price changes. All other correlations 

are based on daily price changes. 
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More PSG Insights 

•	 The Opportunity in Infrastructure Debt  

•	 Divergence Driving Listed Real Asset Opportunities in 2025 

•	 Quality and Earnings Growth Key as Real Estate Rebounds 

PSGIRInquiries@brookfield.com 

https://publicsecurities.brookfield.com/insights/opportunity-infrastructure-debt
https://publicsecurities.brookfield.com/insights/divergence-driving-listed-real-asset-opportunities-2025
https://publicsecurities.brookfield.com/insights/quality-and-earnings-growth-key-real-estate-rebounds
mailto:PSGIRInquiries@brookfield.com

