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Why are master limited partnerships 
for pipelines attractive investments?

Karmin Capital Management LLC 
Philip J. Karmin, Senior Managing Director

Chicago, IL       Leading Wealth Advisor

Before we look at investing in pipeline 
master limited partnerships (MLPs), 
let’s first review how MLPs may be an 
investment vehicle for high net worth 
individuals and households.

An energy MLP is a limited partner-
ship that is publicly traded on a secu-
rities exchange. MLPs offer liquidity 
features as publicly traded securities, 
and income from MLP distributions 
is tax deferred. Meaning that if you 
choose not to liquidate your MLP hold-
ing, you will not pay any tax on that 
income for some time. Additionally, 
should you choose to liquidate your 
MLPs, any increase in valuation you 
accrue will be taxed not as income, but 
at the capital gains rate. 

Particularly good news for pipeline  
MLPs is the resurgence of the United 
States as an energy producer. Natural 
gas production in the United States has 
increased by over 40 percent in the last 
decade, and today America is the world’s 
largest producer. U.S. oil production has 
risen from just over 8 million barrels a 
day in 2005 to more than 12 million bar-
rels daily in 2013, which surpasses the 
nation’s 1985 production of over 11 mil-
lion barrels each day (see graphic). 

Given this jump in production, trans-
porting raw energy from its source to 
refineries, and ultimately to consumers, 
has triggered a dramatic rise in demand 
for infrastructure. This has not only kept 
existing pipelines working at capacity, 
but has also spurred production of new 

pipelines. One symptom of the strain 
this increase has put on the pipeline 
system is the rising use of rail lines to 
transport oil and gas around the country.

While demand has enriched the 
valuation of infrastructure, mergers 
and acquisitions may be on the rise in 
the sector. Consistent demand drives 
this performance, which is why we 
often compare pipelines to toll roads. 
Every time a company “drives” its gas 
or oil through a pipeline, the company 
owning it charges a “toll.” The more 
energy traffic that occurs and the more 
tolls that are paid, the more revenue 

will accrue to the pipeline company.
When you invest, you can choose an 

index MLP comprised of up to 100 com-
panies, or buy an individual firm’s MLP 
offering. That said, when going the indi-
vidual-company route, we usually buy 
several MLPs and differentiate them in 
terms of geography and energy types so 
the investor gets a diversified portfolio.

 Bottom line, given the energy being 
found in this country and the subsequent 
demand on U.S. infrastructure, and pipe-
lines in particular, MLPs in this sector 
may provide additional diversification 
to a portfolio.   

By Philip J. Karmin

Source: U.S. Energy Information Administration
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Financial Services Experience  
28 years 

Assets Under Management 
$716 million (as of 7/15/14, includes 
brokerage and advisory assets) 

Compensation Method                                            
Asset-based fees  

Primary Custodian for Investor Assets Accounts introduced to JP Morgan    
Clearing Corp. for custody by Western International Securities

Professional Services Provided 
Investment advisory services and money management

Website           Email
www.karmincapital.com    pkarmin@karmincapital.com

Karmin Capital Management LLC     500 Skokie Boulevard, Suite 175, Northbrook, IL 60062     847.559.9700
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How to reach  Philip J. Karmin 

Our individual investment process begins 
with a discussion to understand your goals 
and needs. Please call me at 847.559.9700 
to arrange an initial consultation. 

“Because of all the energy 
being found in this country 
and the demand on U.S. 
infrastructure, MLPs in this 
sector may provide additional 
diversification to a portfolio.”
—Philip J. Karmin  
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—Philip J. Karmin  

Philip J. and Kurt Karmin established Karmin Capital Management LLC in January 2012. Western International 
Securities Inc. serves as broker/dealer and J.P. Morgan Clearing Corp. serves as custodian of assets. Prior 
to starting their own firm, the Karmins worked with Drexel Burnham Lambert, Rodman and Renshaw, 
S.G. Cowen, Morgan Stanley and Burnham Securities. Philip holds a Series 7 Brokerage license, a Series 24 
Principal’s license, Series 9 and 10 Supervisor licenses, and Series 63 and 65 Registered Investor Advisor 
licenses. Philip received his bachelor’s degree from Washington University in St. Louis. He resides in 
Highland Park, Ill., with his wife and three children.

About Philip J. Karmin

Left to right: Jay Brahin, Peter Karmin, 
Philip J. Karmin, Thomas Weil, William Ake
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Karmin Capital Management LLC is featured in Worth® 2014 Leading Wealth Advisors™, a special section in every edition of Worth® magazine. All persons and firms appearing in this section have 
completed questionnaires, have been vetted by an advisory group following submission by Worth®, and thereafter paid the standard fees to Worth® to be featured in this section. The information 
contained herein is for informational purposes, and although the list of advisors presented in this section is drawn from sources believed to be reliable and independently reviewed, the accuracy 
or completeness of this information is not guaranteed. No person or firm listed in this section should be construed as an endorsement by Worth®, and Worth® will not be responsible for the  
performance, acts or omissions of any such advisor. It should not be assumed that the past performance of any advisors featured in this special section will equal or be an indicator of future 
performance. Worth®, a Sandow Media publication, is a financial publisher and does not recommend or endorse investment, legal or tax advisors, investment strategies or particular  
investments. Those seeking specific investment advice should consider a qualified and licensed investment professional. Worth® is a registered trademark of Sandow Media LLC.  
See “About Us” for additional program details at http://www.worth.com/index.php/about-worth.

Philip J. Karmin 
Senior Managing Director

Karmin Capital Management LLC
500 Skokie Boulevard, Suite 175

Northbrook, IL 60062
Tel. 847.559.9700

pkarmin@karmincapital.com
www.karmincapital.com 


