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Cheniere 

What’s past is prologue 
Anxiety over oversupply should ease as new entrants emerge: Over the last twelve 
months, we’ve heard concerns that the oversupply is going to be worse than originally 
expected due to slowdowns in economic growth in places like China, mild winters all 
around, and cheaper crude price-derived fuel alternatives.  What was and is hard to 
handicap is the emergence of new demand that is likely to materialize due to low LNG 
prices.  The market has factored in the drop in demand expected out of South Korea 
and Japan, but the upside surprise has come from new entrants into the market.  In 
2015, we saw four – Egypt, Jordan, Portugal and Pakistan – who collectively imported 
~6 mtpa.  In 2016, at least another two are slated to become newly-minted importers – 
Ghana and Columbia.  WoodMac estimates that there are another 60 countries that 
could potentially become LNG importers over the next ten years, which collectively 
equate to 140 mtpa in a blue-sky scenario although more realistic, risked numbers are 
something closer to ~37 mtpa.  Additionally, we wouldn’t be surprised to see supply 
additions have some start-up delays while existing facilities might use this period of 
oversupply to do some maintenance work, which would knock some supply offline. 

Entry into market can be quick: The LNG market is in the midst of a new paradigm, not 
the least of which is the impact and the role that FSRUs will play.  Historically, entering 
the LNG market took a long time - permitting to build regas facilities, actual 
construction, getting long-term supply deals worked out, etc.  Now, FSRU’s take a 
fraction of the time to come to market, while minimal permits are needed, and due to 
the growing spot market, long-term contracts aren’t necessary to source supply.  The 
typical obstacles that prohibited many from entering the market are slowly going away.  
While these sorts of demand centers are not likely the ones to underpin long-term 
supply contracts needed for Corpus Train 3 and SPL Train 6 to get off the ground, they 
will play an important role in closing the supply/demand imbalance as well as the 
evolution of the spot market.   

LNG prices will likely decouple from crude; U.S. on the low end of the cost curve: We 
are revising our numbers down to account for narrower marketing margins over the 
long-term at ~$2/mbbtu while also retaining some cash to pay down a collective $5 
billion of debt at CQP/SPL/SPLNG and another $2 billion of debt (net of the convertible 
bonds that we assume will turn into equity) at LNG/CC.  Our numbers only reflect the 
assumption for 7 trains, but we are optimistic that Train 3 at Corpus and Train 6 at 
Sabine will move forward as we expect contracted LNG prices (and not just spot) to 
decouple from crude and other projects (existing and proposed) will have difficulty 
making reserve development work at mid to high single-digit LNG prices.  We are de-
risking our numbers and lowering our price targets to $53 at LNG, $32 at CQP, and $26 
at CQH.  We prefer CQH over the other two tickers as we believe it is the most 
mispriced. 
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Summary of our Ratings, Price Targets and Earnings Changes in this Report (all changes are shown in bold) 

Company Rating Price Price Target EPS FY1 (E) EPS FY2 (E) 

 Old New 02-Sep-16 Old New %Chg Old New %Chg Old New %Chg

U.S. Diversified Natural Gas Neu Neu           

Cheniere Energy (LNG) OW OW 43.65 64.00 53.00 -17 -1.15 -2.91 -153 N/A 0.36 - 

Cheniere Energy Partners LP Holdings, LLC (CQH) OW OW 20.42 29.00 26.00 -10 0.08 0.08 - N/A 0.70 - 

U.S. MLPs Neu Neu           

Cheniere Energy Partners LP (CQP) OW OW 27.08 36.00 32.00 -11 1.82 1.12 -38 N/A 2.83 - 

Source: Barclays Research. Share prices and target prices are shown in the primary listing currency and EPS estimates are shown in the reporting currency. 

FY1(E): Current fiscal year estimates by Barclays Research. FY2(E): Next fiscal year estimates by Barclays Research. 

Stock Rating: OW: Overweight; EW: Equal Weight; UW: Underweight; RS: Rating Suspended 

Industry View: Pos: Positive; Neu: Neutral; Neg: Negative 

 

 

 

http://my.barcapint.com/BC/composite/GER_COMPANY?ticker=LNG�
http://my.barcapint.com/BC/composite/GER_COMPANY?ticker=CQH�
http://my.barcapint.com/BC/composite/GER_COMPANY?ticker=CQP�
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A new paradigm for LNG markets 

Continuing to navigate unchartered territory 
The past twelve months have been a volatile time for LNG as it saw its stock price fall to 
something with a 2 handle earlier this year in the midst of heightened investor anxiety 
around all energy names.  Most of the pressure on the stock at the time was tied to 
uncertainty around contract sanctity (see 2/5/16 note entitled, “When the going gets 
tough, the customers can’t get going”), the impending start-up of Train 1 (would it really 
come online with no issues?), the access to the credit markets (see 1/29/16 note entitled, 
“No need for capital market access until 2020”), while the collapse of oil prices only added 
to fears around counterparty exposure.  We suspected we would be “Navigating 
unchartered territory” (our 12 October 2015 note) and while it may not have seemed like it 
at times earlier this year, we have come out of the last twelve months with the conclusion 
that we aren’t staring into an LNG market abyss. 

Most of those “the world is coming to an end” concerns have subsided with the market 
generally thinking that the worst is behind us.  Generally, we haven’t heard of any major 
contracts not being honored altogether although we did see the terms of one contract get 
revised.  While that one made headlines causing some alarm that it could be the beginning 
of something bigger across the industry, we haven’t seen a domino effect, which likely says 
something about the quality of the contracts as well as the need for security for supply by 
some of the larger users.   

With Brent prices flirting with $50/bbl and the forward curve indicating some stabilization 
at around this level, we thought we would revisit our near-term and long-term expectations 
for the LNG market under this backdrop and the implications for Cheniere.    

The cure for low LNG prices is low LNG prices 
How elastic is LNG demand?  We are about to find out over the next several years during the 
period of oversupply.  In our 12 October 2015 note, we noted that most demand outlooks 
that we had seen at that time were predicated on the expectation that LNG prices were 
going to be in the teens.  If LNG prices were to remain low – in the mid to high single-digit 
arena – we believed that these demand outlooks could be understated.  Fast forward to 
today and not surprisingly, expected demand out of the largest LNG importers (Japan, South 
Korea, China) have been revised down mainly due to a slowdown in economic growth and 
cheaper alternative fuels, but green shoots have appeared elsewhere. 

Decline in traditional markets will be offset by new entrants 
In the first half of last year, we were concerned that we were tracking to have a year/year 
decline in LNG imports worldwide.  This expectation curbed the enthusiasm for LNG as the 
only time we’ve ever seen a year/year decrease in LNG was in 2012, although it was minor 
at 1.5% and likely attributable to the sky-rocketing LNG prices as a result of the Fukushima 
incident.  However, despite the first year/year reduction in China we’ve seen since the 
nation started importing LNG, a 4% year/year drop in Japan imports and a 10% cut in 
demand in South Korea, worldwide LNG imports continued its march higher as 2015 closed 
out with a 1.5% year/year gain at 250 mtpa.   

China’s pause in LNG demand growth appears to have been temporary as mild 
temperatures and low LPG prices reduced LNG demand last year.  Last November, China cut 
its city-gate prices by ~28% to boost demand for natural gas as the government works 
towards its initiative to have natural gas comprise ~10% of total energy consumption by 
2020.  Although LNG prices had moved lower in the prior months, city-gate prices up until 
that point had not, discouraging demand.  The slashing of the city-gate prices worked as 
LNG imports were up by over 20% in the first half of this year, illustrating the immediate 

If LNG prices were to remain 
low – in the mid to high single-
digit arena – we believed that 
the demand outlooks that 
were put out a year ago could 
be understated. 

https://live.barcap.com/go/publications/content?contentPubID=FC2211509�
https://live.barcap.com/go/publications/content?contentPubID=FC2211509�
https://live.barcap.com/go/publications/content?contentPubID=FC2209215�
https://live.barcap.com/go/publications/content?contentPubID=FC2179121�
https://live.barcap.com/go/publications/content?contentPubID=FC2179121�
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impact that the government can have as regulators work to reduce coal reliance and 
pollution.   

Importantly, we saw new entrants – Egypt, Jordan, Portugal and Pakistan – who collectively 
imported ~6 mpta in 2015.  We estimate there are ~35 countries who imported LNG as of 
year-end 2015, including the new additions.  WoodMac estimates there are another 60 
countries that could potentially be LNG importers over the next ten years and in 2016, 
Ghana and Columbia are slated to become importers.  If all of the oil use in the power sector 
in these markets were to be replaced with LNG, it would equate to 140 mtpa.  While we 
acknowledge that this is a very unlikely blue sky scenario, we highlight the metric merely to 
illustrate that any oversupply in LNG can be absorbed and WoodMac estimates the risked 
demand potential to be ~37 mtpa by 2025.  We would also note that with FSRUs, the speed 
at which a country can become an importer has improved.  One extreme example of this 
would be Egypt as it took 5 months from idea conception to completion. 

Of the last 5 countries to become LNG importers, 4 did so with an FSRU terminal.  Over the 
next two years, 5 countries are on track to become new LNG importers and all 5 will do so 
with FSRU or FSU terminals.  The reasons vary – some nations have declining local 
production and need to access the LNG market to make up the shortfall, some nations are 
looking to trim its dependence on a sole gas supplier, while others are making the move to 
replace oil for power generation.  Most of these new entrants are coming to the market 
without long-term supply deals.   

FIGURE 1    
LNG Demand by Key Driver 

 
FIGURE 2    
LNG Demand by Region 

 

Source: WoodMac, Barclays Research estimates  Source: WoodMac, Barclays Research estimates 

Many of the potential new entrants in Figures 1 and 2 will likely come to the market without 
long-term supply deals as they are looking to take advantage of low prices that are a result 
of an oversupplied market and the creditworthiness could also be obstacles in getting long-
term contracts.  These new entrants, especially the ones who already consume natural gas, 
don’t have big investments to make in order to import LNG – the biggest cost will likely be 
the FSRU terminals, which are much less expensive than traditional regasification facilities 
and take only a fraction of time to build.  As a result, we don’t necessarily view these 
markets as the ones to go out and directly sign long-term deals that are needed to build 
new facilities although the growing importance of these markets will likely foster the need 
for marketers, who could potentially be the parties to take medium-term contracts with 
terminals.  However, we believe these markets will be instrumental in balancing the 
supply/demand going forward as they are likely the ones to absorb the spot volumes, 
especially through the end of this decade. 
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WoodMac estimates there are 
another 60 countries totalling 
140 mtpa that could 
potentially become LNG 
exporters over the next 
decade. 

These new markets will be 
instrumental in balancing the 
supply/demand going forward 
as they are likely the ones to 
absorb the spot volumes, 
especially through the end of 
this decade. 



Barclays | Cheniere 

6 September 2016 5 

Eventual decoupling of LNG prices from crude offers opportunity for lowest-
cost LNG suppliers 
In the near to medium term, we expect contracted LNG prices to hold up to its crude 
indexed relationship as a majority of the contracts are held to this standard currently.  In the 
event crude prices don’t materially recover, we think we could see more than originally 
anticipated legacy contracts roll off as they expire, as some of the projects may have issues 
sustaining feedgas supply if contracted LNG prices remain in the $5-$7 range (upper limit 
reflects 14% of $50 Brent).  As these roll off, traditional buyers are likely going to have to 
look elsewhere for long-term supply deals and where a project sits on the global cost curve 
will be the most important factor when trying to determine who is going to be landing those 
contracts.  As seen in Figure 3, the U.S. projects are well-positioned (Sabine, Cameron, 
Golden Pass, Corpus Christi, Lakes Charles) on the cost curve.   

 
FIGURE 3    
Break-Even FOB Costs of Possible Projects 

 

Source: Barclays Research estimates, WoodMac 
Note: Discount rate of 12% 

In the event crude prices do recover, we would expect contracted LNG prices to rise, 
keeping true to its crude indexation.  However, we would expect spot LNG prices to remain 
in the mid single-digit range, with a growing divergence in contracted and spot pricing.  
Markets that have no contracted LNG supply may especially be incentivized at that time to 
replace any sort of fuel supply that is derived from crude pricing with spot LNG as the 
decoupling from crude pricing will be in their favour.  Over time, as legacy contracts roll off, 
we would expect customers to renegotiate pricing terms that are more reflective of the new 
paradigm.   

Said another way, we think the LNG market will evolve so that prices will be determined by 
its own supply and demand fundamentals.  For new projects and/or full-cycle E&P costs to 
work in most regions of the world, the actual LNG price has to be double digits rather than 
some arbitrary indexation to crude prices.  It just so happened that crude prices were at the 
~$100/bbl level for the larger part of the last decade and a 14-15% number got project 
developers to the price they needed for the projects to be economic.   

Going forward, we think these terms will change and as long there are players with low 
single-digit F&D costs (i.e. the U.S.), we expect the next wave of LNG contracted prices to 
equate to something in the mid to high single-digits, which should also serve to eliminate 
the divergence between contracted and spot LNG pricing over time. 
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If LNG prices remain in the $5-
$7 range, where a project sits 
on the global cost curve will be 
the most important factor 
when trying to determine who 
is going to be landing the next 
wave of long-term contracts. 

If crude prices recover, markets 
that have no contracted LNG 
supply may especially be 
incentivized at that time to 
replace any sort of fuel supply 
that is derived from crude 
pricing with spot LNG as the 
decoupling from crude pricing 
will be in their favour. 
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De-risking our numbers - lowering LNG price target to $53, CQP to $32, and 
CQH to $26; Prefer CQH 
We have de-risked our numbers by reducing the long-term marketing margins to average 
~$2/mmbtu over the duration of our forecast and the paydown of debt at various entities 
(SPL, SPLNG, CQP, CC, LNG).  At CQP/SPLNG/SPL, we assume that a net ~$5 billion of debt 
is paid down through 2038 while at CC/LNG, we assume all of the convertible notes turn 
into equity and a net $2 billion of debt is eliminated collectively between Corpus Christi and 
LNG.  As a result, our cash distribution and dividend numbers at all three tickers are 
lowered, but more de-risked.   

At LNG, we estimate a dividend of ~$3.70 by 2020 with sufficient coverage to pay down $2 
billion of debt as we mention above. We have tacked on a 6% yield and discounted it back 
by two years to arrive at our $53 12-month price target.  At CQP, we have kept coverage of 
~1.2-1.3x over the duration of our forecast, which equates to a distribution of $2.90 by 
2020 and paydown of a net $5 billion as mentioned above.   We are lowering our 12-month 
price target to $32 predicated on an 8% yield, discounted back two years.  At CQH, our 
dividend has been lowered to $2.43/share due to a trimming of the CQP distributions 
received.  Our price target is now $26 based on the $2.43 distribution at an 8% yield, 
discounted back by 2 years.  Our prior price target for LNG was predicated on a 2021 
dividend of $6/share, capitalized at 7% and discounted back 4 years.  Our prior price target 
for CQP was predicated on a 2019 distribution of $3.30 and a target yield of 8.0%, 
discounted back by two years.  Our prior price target of $29 was predicated on a 2019 
dividend of $2.76 and a target yield of 8.0%, discounted back two years. 

Of the three tickers, we have a relative preference for CQH.  Even if we were to amortize all 
of the debt down below at CQP, we estimate the cash dividend at CQH to be at around 
~$2.09/share over the next twenty years.  From a NPV perspective at a 7% discount rate, 
this would equate to ~$23/share, which is below where the shares are trading.  As a result, 
we think this ticker is the most mispriced. 

The numbers for all three tickers are for 7 trains only and while our model doesn’t include 
the assumption of Train 3 at Corpus or Train 6 at Sabine, we are optimistic that these trains 
will move forward. However, we think buyers will be slow as the current market is in their 
favour and there is no rush to sign up.  However, we do expect the firming up of the spot 
market over the near to medium term with new entrants and the slow or deferred 
development of new reserves elsewhere in the world (where it’s not economic at current 
LNG prices) will culminate in the proposed projects at the low end of the cost curve to move 
forward as the supply/demand dislocation works itself through the end of the decade.  The 
cash we are using to pay down debt in our model can alternatively be used to partially fund 
these trains, which should also support in naturally de-levering the Cheniere complex.  

 

 

 

Our numbers reflect $7 billion 
of debt paydown over various 
entities over the next twenty 
years, resulting in lower, but 
more de-risked cash 
distribution and dividend 
numbers at all three tickers. 



Barclays | Cheniere 

6 September 2016 7 

U.S. Diversified Natural Gas Industry View: NEUTRAL

Cheniere Energy Partners LP Holdings, LLC (CQH) Stock Rating: OVERWEIGHT

Income statement ($mn) 2015A 2016E 2017E 2018E CAGR  Price (02-Sep-2016) USD 20.42
Price Target USD 26.00
Why Overweight? We are rating CQH as Overweight 
as the shares are currently trading at a discount to 
what our discounted cash flow analysis implies for 
Trains 1-6.  Additionally, CQH is poised to benefit in in 
the event Corpus Christi is dropped from the parent 
into CQP. 

Upside case USD 31.00
Our upside scenario is based on SPL T-6 moving 
forward and the resulting dividend of ~$3/share, 
capitalized at an 8.0% yield and discounted back 
three years. 

Downside case USD 23.00
Our downside scenario on a dividend of $2.09/share, 
which assumes all of the debt at CQP is paid down 
over the next two decades, and a target yield of 8.0%.

Upside/Downside scenarios 

 

EBITDA (adj) 18 18 161 461 193.8%  
EBIT (adj) 18 18 161 461 193.8%  
Pre-tax income (adj) N/A N/A N/A N/A N/A  
Net income (adj) 18 18 161 461 193.8%  
EPS (adj) ($) 0.08 0.08 0.70 1.99 193.8%  
Diluted shares (mn) 231.7 231.7 231.7 231.7 0.0%  
DPS ($) 0.08 0.08 0.70 1.99 191.9%  

 
Growth rates Average  
EBITDA (adj) growth (%) N/A N/A N/A N/A N/A  
EBIT (adj) growth (%) N/A N/A N/A N/A N/A  
Net income (adj) growth (%) N/A N/A N/A N/A N/A  
EPS (adj) growth (%) 0.2 -1.8 803.8 185.9 247.0  
DPS growth (%) 8.1 0.0 769.8 185.9 240.9  

 
Balance sheet and cash flow ($mn) CAGR  
Tangible fixed assets 0 0 0 0 N/A  
Cash and equivalents N/A N/A N/A N/A N/A  
Short and long-term debt 0 0 0 0 N/A  
Total liabilities 112 136 136 136 6.7%  
Net debt/(funds) 0 0 0 0 N/A  
Shareholders' equity 1 0 0 0 -29.0%  
Change in working capital N/A N/A N/A N/A N/A  
Cash flow from operations -2 8 161 461 N/A  
Capital expenditure 20 10 0 0 -100.0%  
Free cash flow 0 0 0 0 N/A  

 
Valuation and leverage metrics Average  
P/E (adj) (x) N/A N/A 29.3 10.3 19.8  
EV/EBITDA (x) N/A N/A N/A N/A N/A  
Dividend yield (%) 0.4 0.4 3.4 9.7 3.5  
Total debt/capital (%) 0.0 0.0 0.0 0.0 0.0  

 
Selected operating metrics  
Gas prices ($/mcf) ($) 2.60 2.37 2.85 3.15  
Oil price ($/bbl) ($) 48.74 44.53 57.00 70.00  
NGL ($/gal) N/A N/A N/A N/A  
Frac spread ($/gal) N/A N/A N/A N/A  
Production volumes (000 cf) N/A N/A N/A N/A  
NGL sales (m bbls) N/A N/A N/A N/A  
Processing volumes (mmbtu) N/A N/A N/A N/A  
Rate base N/A N/A N/A N/A  
Number of customers N/A N/A N/A N/A  
Capital investment growth (%) N/A N/A N/A N/A  

Source: Company data, Barclays Research 
Note: FY End Dec 

 

 

https://live.barcap.com/go/BC/composite/GER_COMPANY?ticker=CQH�
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U.S. MLPs Industry View: NEUTRAL

Cheniere Energy Partners LP (CQP) Stock Rating: OVERWEIGHT

Income statement ($mn) 2015A 2016E 2017E 2018E CAGR  Price (02-Sep-2016) USD 27.08
Price Target USD 32.00
Why Overweight? We believe the yield should come 
in between now and 2020 as the market anticipates a 
large step up in the cash distribution per unit from 
$1.70 to ~$3.00.  We have predicated our valuation 
for our price target by capitalizing our 2020 cash 
distribution estimate at a 8.0% yield and discounting 
it back by 7.0%. 

Upside case USD 37.00
Our upside case assumes Train 6 moves forward, 
materializing in a distribution of ~$3.65 and a target 
yield of 8.0%, discounted back by three years. 

Downside case USD 27.00
Our downside scenario reflects a complete paydown 
of debt at all of the entities within CQP, materializing 
in a cash distribution of ~$2.50 and a target yield of 
8.0%, discounted back by two years. 

Upside/Downside scenarios 

 

Regasification revenues 0 261 260 260 N/A  
Total revenue 270 811 2,132 3,002 123.2%  
Interest expense 185 298 326 669 53.6%  
Total expense 267 465 657 989 54.7%  
EBITDA (adj) 69 478 1,748 2,377 225.8%  
EBIT (adj) -66 -132 -271 -362 N/A  
Net income (adj) -319 -15 1,150 1,343 N/A  
EPS (adj) ($) -0.43 1.12 2.83 3.31 N/A  
Diluted shares (mn) 425.5 459.8 478.9 478.9 4.0%  

 
Margin data Average  
EBITDA (adj) margin (%) 25.5 59.0 82.0 79.2 61.4  
EBIT (adj) margin (%) -24.3 -16.2 -12.7 -12.1 -16.3  
Net (adj) margin (%) -118.1 -1.8 53.9 44.7 -5.3  

 
Balance sheet and cash flow ($mn) CAGR  
Cash and equivalents 146 536 354 709 69.2%  
Net PP&E 11,932 14,910 16,390 16,668 11.8%  
Total debt 10,179 13,642 13,940 13,937 11.0%  
Total assets 12,996 16,468 17,316 17,949 11.4%  
Shareholders' equity 713 599 1,153 1,793 36.0%  
Cash flow from operations 6 257 1,866 1,701 566.4%  
Cash flow from investing -9 -1,779 -1,752 -643 N/A  
Cash available distribution -118 178 1,410 1,691 N/A  

 
Valuation and leverage metrics Average  
P/E (adj) (x) N/A 24.2 9.6 8.2 14.0  
EV/sales (x) N/A N/A N/A N/A N/A  
EV/EBITDA (adj) (x) 170.5 31.8 8.9 6.5 54.4  
Dividend yield (%) 6.3 6.3 6.3 7.4 6.6  
Net debt/EBITDA (adj) (x) N/A N/A N/A N/A N/A  
EBITDA (adj)/interest expense (x) 0.3 1.0 2.7 2.4 1.6  

 
Selected operating metrics ($mn) Average  
Total distribution to LP 97 97 584 687 366  
Total distribution to GP 2 2 12 16 8  
Total distribution 99 99 596 703 374  
Cash distribution per unit ($) 1.70 1.70 1.70 2.00 1.77  

Source: Company data, Barclays Research 
Note: FY End Dec 

 

 

https://live.barcap.com/go/BC/composite/GER_COMPANY?ticker=CQP�
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U.S. Diversified Natural Gas Industry View: NEUTRAL

Cheniere Energy (LNG) Stock Rating: OVERWEIGHT

Income statement ($mn) 2015A 2016E 2017E 2018E CAGR  Price (02-Sep-2016) USD 43.65
Price Target USD 53.00
Why Overweight? Cheniere is the first company to 
have received non-FTA approval for natural gas 
exports.  Our Overweight rating is underpinned by the 
value of Trains 1-5 at Sabine Pass Liquefaction, 
Corpus Christi, and marketing. 

Upside case USD 75.00
Our upside case assumes Sabine Train 6 and Corpus 
Train 3 move forward, underpinning a 2021 dividend 
of $5.65 and a yield capitalization of 6.0%, discounted 
back by 3 years at 8.0%. 

Downside case USD 30.00
Our downside is predicated on a dividend of $1.75, 
which assumed pay down of all of the debt at all of 
the entities over the next two decades, and a target 
yield of 5.0%, discounted back by two years. 

Upside/Downside scenarios 

 

Revenue 270 811 2,132 3,002 123.2%  
EBITDA (adj) -298 307 1,595 2,201 N/A  
EBIT (adj) -446 108 1,305 1,818 N/A  
Pre-tax income (adj) -1,097 -733 85 119 N/A  
Net income (adj) -975 -668 85 119 N/A  
EPS (adj) ($) -4.30 -2.91 0.36 0.49 N/A  
Diluted shares (mn) 226.9 229.5 233.2 241.8 2.1%  
DPS ($) 0.00 0.00 0.00 0.00 N/A  

 
Growth rates Average  
EBITDA (adj) growth (%) N/A N/A N/A N/A N/A  
EBIT (adj) growth (%) N/A N/A N/A N/A N/A  
Net income (adj) growth (%) N/A N/A N/A N/A N/A  
EPS (adj) growth (%) 76.0 -32.3 -112.5 34.9 -8.5  
DPS growth (%) N/A N/A N/A N/A N/A  

 
Balance sheet and cash flow ($mn) CAGR  
Tangible fixed assets 16,194 22,363 25,842 27,421 19.2%  
Cash and equivalents 1,705 1,209 1,371 1,155 -12.2%  
Short and long-term debt 10,179 13,642 13,940 13,937 11.0%  
Total liabilities N/A N/A N/A N/A N/A  
Net debt/(funds) 8,474 12,433 12,569 12,783 14.7%  
Shareholders' equity 1,561 748 607 682 -24.1%  
Change in working capital N/A N/A N/A N/A N/A  
Cash flow from operations -260 -5 1,828 1,884 N/A  
Capital expenditure -2,912 -2,996 -1,752 -643 N/A  
Free cash flow N/A N/A N/A N/A N/A  

 
Valuation and leverage metrics Average  
P/E (adj) (x) N/A N/A N/A 88.7 88.7  
EV/EBITDA (x) N/A N/A N/A N/A N/A  
P/Sales (x) 36.6 12.2 4.6 3.3 14.2  
Dividend yield (%) 0.0 0.0 0.0 0.0 0.0  
Total debt/capital (%) 86.7 94.8 95.8 95.3 93.2  

 
Selected operating metrics  
Gas prices ($/mcf) ($) 2.60 2.37 2.85 3.15  
Oil price ($/bbl) ($) 48.74 44.53 57.00 70.00  
NGL ($/gal) N/A N/A N/A N/A  
Frac spread ($/gal) N/A N/A N/A N/A  
Production volumes (000 cf) N/A N/A N/A N/A  
NGL sales (m bbls) N/A N/A N/A N/A  
Processing volumes (mmbtu) N/A N/A N/A N/A  
Rate base N/A N/A N/A N/A  
Number of customers N/A N/A N/A N/A  
Capital investment growth (%) N/A N/A N/A N/A  

Source: Company data, Barclays Research 
Note: FY End Dec 

 

 

 

https://live.barcap.com/go/BC/composite/GER_COMPANY?ticker=LNG�
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Valuation Methodology and Risks 

U.S. Diversified Natural Gas 

Cheniere Energy (LNG) 

Valuation Methodology: Our price target of $53 is based on a 2020 dividend of $3.70, capitalized at 6.0%, and discounted back two years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede LNG reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics.  Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 

Cheniere Energy Partners LP Holdings, LLC (CQH) 

Valuation Methodology: Our price target of $26 is derived from the 2020 dividend estimate of $2.43, capitalized at a target yield of 8.0% and 
discounted back two years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede LNG reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics.  Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 

U.S. MLPs 

Cheniere Energy Partners LP (CQP) 

Valuation Methodology: Our price target of $32 is based on the 2020 distribution of $2.90 and a target yield of 8.0%, discounted back by 2 
years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede CQP reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics.  Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 

Source: Barclays Research. 
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ANALYST(S) CERTIFICATION(S): 

We, Christine Cho, CFA and Richard Gross, hereby certify (1) that the views expressed in this research report accurately reflect our personal views
about any or all of the subject securities or issuers referred to in this research report and (2) no part of our compensation was, is or will be directly 
or indirectly related to the specific recommendations or views expressed in this research report. 

 

IMPORTANT DISCLOSURES CONTINUED 
 

Barclays Research is a part of the Investment Bank of Barclays Bank PLC and its affiliates (collectively and each individually, "Barclays"). 

Availability of Disclosures: 

Where any companies are the subject of this research report, for current important disclosures regarding those companies please refer to 
http://publicresearch.barclays.com or alternatively send a written request to: Barclays Research Compliance, 745 Seventh Avenue, 13th Floor, 
New York, NY 10019 or call +1-212-526-1072. 

The analysts responsible for preparing this research report have received compensation based upon various factors including the firm's total 
revenues, a portion of which is generated by investment banking activities, the profitability and revenues of the Markets business and the
potential interest of the firm's investing clients in research with respect to the asset class covered by the analyst. 

All authors contributing to this research report are Research Analysts unless otherwise indicated. 

The publication date at the top of the report reflects the local time where the report was produced and may differ from the release date provided 
in GMT. 

Analysts regularly conduct site visits to view the material operations of covered companies, but Barclays policy prohibits them from accepting
payment or reimbursement by any covered company of their travel expenses for such visits. 

In order to access Barclays Statement regarding Research Dissemination Policies and Procedures, please refer to
http://publicresearch.barcap.com/static/S_ResearchDissemination.html. In order to access Barclays Research Conflict Management Policy 
Statement, please refer to: http://publicresearch.barcap.com/static/S_ConflictManagement.html. 

The Investment Bank’s Research Department produces various types of research including, but not limited to, fundamental analysis, equity-linked 
analysis, quantitative analysis, and trade ideas. Recommendations contained in one type of research product may differ from recommendations
contained in other types of research, whether as a result of differing time horizons, methodologies, or otherwise. 

Primary Stocks (Ticker, Date, Price) 

Cheniere Energy (LNG, 02-Sep-2016, USD 43.65), Overweight/Neutral, CD/CE/J 

Cheniere Energy Partners LP (CQP, 02-Sep-2016, USD 27.08), Overweight/Neutral, CE/J 

Cheniere Energy Partners LP Holdings, LLC (CQH, 02-Sep-2016, USD 20.42), Overweight/Neutral, CE/J 

Prices are sourced from Thomson Reuters as of the last available closing price in the relevant trading market. 

Disclosure Legend: 

A: Barclays Bank PLC and/or an affiliate has been lead manager or co-lead manager of a publicly disclosed offer of securities of the issuer in the
previous 12 months. 

B: An employee or non-executive director of Barclays Bank PLC and/or an affiliate is a director of this issuer. 

CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by this issuer. 

CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by this issuer. 

D: Barclays Bank PLC and/or an affiliate has received compensation for investment banking services from this issuer in the past 12 months. 

E: Barclays Bank PLC and/or an affiliate expects to receive or intends to seek compensation for investment banking services from this issuer
within the next 3 months. 

FA: Barclays Bank PLC and/or an affiliate beneficially owns 1% or more of a class of equity securities of this issuer, as calculated in accordance 
with US regulations. 

FB: Barclays Bank PLC and/or an affiliate beneficially owns a long position of more than 0.5% of a class of equity securities of this issuer, as 
calculated in accordance with EU regulations. 

FC: Barclays Bank PLC and/or an affiliate beneficially owns a short position of more than 0.5% of a class of equity securities of this issuer, as 
calculated in accordance with EU regulations. 

GD: One of the analysts on the fundamental credit coverage team (or a member of his or her household) has a financial interest in the debt or 
equity securities of this issuer. 

GE: One of the analysts on the fundamental equity coverage team (or a member of his or her household) has a financial interest in the debt or 
equity securities of this issuer. 

H: This issuer beneficially owns more than 5% of any class of common equity securities of Barclays PLC. 

I: Barclays Bank PLC and/or an affiliate is party to an agreement with this issuer for the provision of financial services to Barclays Bank PLC and/or
an affiliate. 

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities of this issuer and/or in any related 
derivatives. 
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K: Barclays Bank PLC and/or an affiliate has received non-investment banking related compensation (including compensation for brokerage
services, if applicable) from this issuer within the past 12 months. 

L: This issuer is, or during the past 12 months has been, an investment banking client of Barclays Bank PLC and/or an affiliate. 

M: This issuer is, or during the past 12 months has been, a non-investment banking client (securities related services) of Barclays Bank PLC
and/or an affiliate. 

N: This issuer is, or during the past 12 months has been, a non-investment banking client (non-securities related services) of Barclays Bank PLC 
and/or an affiliate. 

O: Not in use. 

P: A partner, director or officer of Barclays Capital Canada Inc. has, during the preceding 12 months, provided services to the subject company for 
remuneration, other than normal course investment advisory or trade execution services. 

Q: Barclays Bank PLC and/or an affiliate is a Corporate Broker to this issuer. 

R: Barclays Capital Canada Inc. and/or an affiliate has received compensation for investment banking services from this issuer in the past 12
months. 

S: This issuer is a Corporate Broker to Barclays PLC. 

T: Barclays Bank PLC and/or an affiliate is providing equity advisory services to this issuer. 

U: The equity securities of this Canadian issuer include subordinate voting restricted shares. 

V: The equity securities of this Canadian issuer include non-voting restricted shares. 

Risk Disclosure(s) 

Master limited partnerships (MLPs) are pass-through entities structured as publicly listed partnerships. For tax purposes, distributions to MLP
unit holders may be treated as a return of principal. Investors should consult their own tax advisors before investing in MLP units. 

Guide to the Barclays Fundamental Equity Research Rating System: 

Our coverage analysts use a relative rating system in which they rate stocks as Overweight, Equal Weight or Underweight (see definitions below) 
relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry (the "industry coverage
universe"). 

In addition to the stock rating, we provide industry views which rate the outlook for the industry coverage universe as Positive, Neutral or 
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system. Investors
should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone. 

Stock Rating 

Overweight - The stock is expected to outperform the unweighted expected total return of the industry coverage universe over a 12-month 
investment horizon. 

Equal Weight - The stock is expected to perform in line with the unweighted expected total return of the industry coverage universe over a 12-
month investment horizon. 

Underweight - The stock is expected to underperform the unweighted expected total return of the industry coverage universe over a 12-month 
investment horizon. 

Rating Suspended - The rating and target price have been suspended temporarily due to market events that made coverage impracticable or to
comply with applicable regulations and/or firm policies in certain circumstances including where the Investment Bank of Barclays Bank PLC is 
acting in an advisory capacity in a merger or strategic transaction involving the company. 

Industry View 

Positive - industry coverage universe fundamentals/valuations are improving. 

Neutral - industry coverage universe fundamentals/valuations are steady, neither improving nor deteriorating. 

Negative - industry coverage universe fundamentals/valuations are deteriorating. 

Below is the list of companies that constitute the "industry coverage universe": 

U.S. Diversified Natural Gas 

Atmos Energy (ATO) Cheniere Energy (LNG) Cheniere Energy Partners LP Holdings, LLC 
(CQH) 

Enbridge Inc. (ENB.TO) Enlink Midstream Llc. (ENLC) EQT Corporation (EQT) 

Kinder Morgan Inc. (KMI) Macquarie Infrastructure Corporation (MIC) National Fuel Gas (NFG) 

ONEOK Inc. (OKE) Plains GP Holdings LP (PAGP) SemGroup Corporation (SEMG) 

Spectra Energy Corp. (SE) Tallgrass Energy GP, LP (TEGP) Targa Resources Corp. (TRGP) 

UGI Corp. (UGI) Williams Cos. (WMB)  

U.S. MLPs 

AmeriGas Partners, L.P. (APU) Antero Midstream Partners LP (AM) Black Stone Minerals (BSM) 
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Boardwalk Pipeline Partners LP (BWP) Buckeye Partners, L.P. (BPL) Cheniere Energy Partners LP (CQP) 

Columbia Pipeline Partners LP (CPPL) CONE Midstream Partners LP (CNNX) Crestwood Equity Partners L.P. (CEQP) 

DCP Midstream Partners LP (DPM) Delek Logistics Partners LP (DKL) Dominion Midstream Partners, LP (DM) 

Enable Midstream Partners LP (ENBL) Enbridge Energy Partners (EEP) Energy Transfer Equity LP (ETE) 

Energy Transfer Partners LP (ETP) Enlink Midstream Partners LP (ENLK) Enterprise Products Prtns LP (EPD) 

EQT GP Holdings, LP (EQGP) EQT Midstream Partners LP (EQM) Genesis Energy, L.P. (GEL) 

Global Partners LP (GLP) Holly Energy Partners LP (HEP) Höegh LNG Partners LP (HMLP) 

KNOT Offshore Partners, LP. (KNOP) Magellan Midstream Partners, LP (MMP) Midcoast Energy Partners LP (MEP) 

MPLX LP (MPLX) NGL Energy Partners LP (NGL) NuStar Energy LP (NS) 

NuStar GP Holdings (NSH) ONEOK Partners LP (OKS) PennTex Midstream Partners LP (PTXP) 

Phillips 66 Partners LP (PSXP) Plains All American Pipeline (PAA) Rice Midstream Partners LP (RMP) 

Rose Rock Midstream, L.P. (RRMS) Shell Midstream Partners LP (SHLX) Spectra Energy Partners, LP (SEP) 

Summit Midstream Partners LP (SMLP) Sunoco Logistics Partners L.P. (SXL) Sunoco LP. (SUN) 

Tallgrass Energy Partners, LP (TEP) TC Pipelines, LP (TCP) Tesoro Logistics LP (TLLP) 

Valero Energy Partners LP. (VLP) Viper Energy Partners (VNOM) Western Gas Equity Partners LP (WGP) 

Western Gas Partners LP (WES) Western Refining Logistics LP (WNRL) Williams Partners LP (WPZ) 

Distribution of Ratings: 

Barclays Equity Research has 1759 companies under coverage. 

40% have been assigned an Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Buy rating; 59% of 
companies with this rating are investment banking clients of the Firm; 78% of the issuers with this rating have received financial services from the 
Firm. 

41% have been assigned an Equal Weight rating which, for purposes of mandatory regulatory disclosures, is classified as a Hold rating; 49% of 
companies with this rating are investment banking clients of the Firm; 75% of the issuers with this rating have received financial services from the 
Firm. 

16% have been assigned an Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as a Sell rating; 45% of
companies with this rating are investment banking clients of the Firm; 68% of the issuers with this rating have received financial services from the 
Firm. 

Guide to the Barclays Research Price Target: 

Each analyst has a single price target on the stocks that they cover. The price target represents that analyst's expectation of where the stock will 
trade in the next 12 months. Upside/downside scenarios, where provided, represent potential upside/potential downside to each analyst's price
target over the same 12-month period. 

Top Picks: 

Barclays Equity Research's "Top Picks" represent the single best alpha-generating investment idea within each industry (as defined by the relevant 
"industry coverage universe"), taken from among the Overweight-rated stocks within that industry. Barclays Equity Research publishes "Top
Picks" reports every quarter and analysts may also publish intra-quarter changes to their Top Picks, as necessary. While analysts may highlight 
other Overweight-rated stocks in their published research in addition to their Top Pick, there can only be one "Top Pick" for each industry. To view 
the current list of Top Picks, go to the Top Picks page on Barclays Live (https://live.barcap.com/go/keyword/TopPicks). 

To see a list of companies that comprise a particular industry coverage universe, please go to http://publicresearch.barclays.com. 

Explanation of other types of investment recommendations produced by Barclays Equity Research:  

Trade ideas, thematic screens or portfolio recommendations contained herein that have been produced by analysts within Equity Research shall 
remain open until they are subsequently amended or closed in a future research report. 

Disclosure of previous investment recommendations produced by Barclays Equity Research: 

Barclays Equity Research may have published other investment recommendations in respect of the same securities/instruments recommended in 
this research report during the preceding 12 months. To view previous investment recommendations published by Barclays Equity Research in
the preceding 12 months please refer to https://live.barcap.com/go/research/ResearchInvestmentRecommendations. 

Barclays legal entities involved in publishing research:  

Barclays Bank PLC (Barclays, UK) 

Barclays Capital Inc. (BCI, US) 

Barclays Securities Japan Limited (BSJL, Japan) 

Barclays Bank PLC, Tokyo branch (Barclays Bank, Japan) 

Barclays Bank PLC, Hong Kong branch (Barclays Bank, Hong Kong) 

Barclays Capital Canada Inc. (BCCI, Canada) 
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Absa Bank Limited (Absa, South Africa) 

Barclays Bank Mexico, S.A. (BBMX, Mexico) 

Barclays Securities (India) Private Limited (BSIPL, India) 

Barclays Bank PLC, India branch (Barclays Bank, India) 

Barclays Bank PLC, Singapore branch (Barclays Bank, Singapore) 

 

 



Barclays | Cheniere 

6 September 2016 15 

IMPORTANT DISCLOSURES CONTINUED 

Cheniere Energy (LNG / LNG) Stock Rating Industry View

USD 43.65 (02-Sep-2016) OVERWEIGHT NEUTRAL

Rating and Price Target Chart - USD (as of 02-Sep-2016) Currency=USD

Publication Date Closing Price Rating* Adjusted Price Target

12-Oct-2015 50.77  64.00

20-Jan-2015 74.33  90.00

02-Sep-2014 82.25  93.00

10-Apr-2014 56.87  79.00

07-Jan-2014 45.21  65.00

Source: Thomson Reuters, Barclays Research 
Historical stock prices and price targets may have been adjusted for 
stock splits and dividends. 
*The rating for this security remained Overweight during the relevant 
period. 

 

Source: IDC, Barclays Research   

Link to Barclays Live for interactive charting 
CD: Barclays Bank PLC and/or an affiliate is a market-maker in debt securities issued by Cheniere Energy. 

CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Cheniere Energy. 

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Cheniere Energy and/or in any related 
derivatives. 

Valuation Methodology: Our price target of $53 is based on a 2020 dividend of $3.70, capitalized at 6.0%, and discounted back two years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede LNG reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics. Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 
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https://live.barcap.com/go/NYF/flex/equity/EquityChart.jsp?ticker=16411R20&legend=Cheniere%20Energy&shortlegend=LNG&currency=USD&enddate=20160906&begindate=20160906&userId=chrcho&appName=eraClientApp:v5.9.6024.35681�
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Cheniere Energy Partners LP (CQP / CQP) Stock Rating Industry View

USD 27.08 (02-Sep-2016) OVERWEIGHT NEUTRAL

Rating and Price Target Chart - USD (as of 02-Sep-2016) Currency=USD

Publication Date Closing Price Rating* Adjusted Price Target

12-Oct-2015 28.69  36.00

13-Apr-2015 30.91  37.00

20-Jan-2015 31.79  38.00

02-Sep-2014 32.99  41.00

10-Apr-2014 32.23  38.00

Source: Thomson Reuters, Barclays Research 
Historical stock prices and price targets may have been adjusted for 
stock splits and dividends. 
*The rating for this security remained Overweight during the relevant 
period. 

 

Source: IDC, Barclays Research   

Link to Barclays Live for interactive charting 
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Cheniere Energy Partners LP. 

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Cheniere Energy Partners LP and/or in 
any related derivatives. 

Valuation Methodology: Our price target of $32 is based on the 2020 distribution of $2.90 and a target yield of 8.0%, discounted back by 2 
years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede CQP reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics. Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 
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Cheniere Energy Partners LP Holdings, LLC (CQH 
/ CQH) 

Stock Rating Industry View

USD 20.42 (02-Sep-2016) OVERWEIGHT NEUTRAL

Rating and Price Target Chart - USD (as of 02-Sep-2016) Currency=USD

Publication Date Closing Price Rating Adjusted Price Target

12-Oct-2015 20.57  29.00

13-Apr-2015 24.74  31.00

20-Jan-2015 21.87  32.00

02-Sep-2014 25.66  31.00

10-Apr-2014 22.20  29.00

07-Jan-2014 18.95 Overweight 22.00

Source: Thomson Reuters, Barclays Research 
Historical stock prices and price targets may have been adjusted for 
stock splits and dividends. 

 

Source: IDC, Barclays Research   

Link to Barclays Live for interactive charting 
CE: Barclays Bank PLC and/or an affiliate is a market-maker in equity securities issued by Cheniere Energy Partners LP Holdings, LLC. 

J: Barclays Bank PLC and/or an affiliate is a liquidity provider and/or trades regularly in the securities by Cheniere Energy Partners LP Holdings, 
LLC and/or in any related derivatives. 

Valuation Methodology: Our price target of $26 is derived from the 2020 dividend estimate of $2.43, capitalized at a target yield of 8.0% and 
discounted back two years. 

Risks which May Impede the Achievement of the Barclays Research Valuation and Price Target: Risks that may impede LNG reaching its price 
target are delays in execution of the company's projects and regulatory risk related to export licenses granted by the US government. 
Additionally, feasibility of the project could also be hampered by natural gas and oil price dynamics. Interest rates are also going to subject the 
stock to volatility as its projects are heavily financed with debt. 
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