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Apple vs. Energy

If your iPhone disappeared overnight, it would likely cause you a major annoyance. Major, but manageable.
If oil and gas disappeared overnight, the world would unquestionably descend into chaos. With this in mind, we
wanted to share an incredible statistic we came across last week: for the first time ever, the market cap of Apple
surpassed that of the entire S&P 500 Energy Index, which includes the country’s 28 largest energy firms such as
Exxon Mobil and Chevron.' This statistic speaks as much to Apple’s excellent execution over the last several years
as it does to the extraordinarily challenging operating environment that energy firms have recently faced along with
the exodus of capital from fossil fuel companies. Interestingly, both Apple and the S&P 500 Energy Index (i.e., the
combined 28 companies) generated roughly $58 billion in cash flows (after operating costs) over the last 12 months,
which is a 4.8% free cash flow yield.” By this comparison, the similar valuations make more sense.
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However, we think that what better explains the converging valuations is investor sentiment. Especially
considering that energy firms’ cash flows are likely to rise as investors have pressured firm to reduce costs and
focus on shareholder returns. At one extreme is investor enthusiasm about Apple’s long-term growth outlook; at
the other is investor pessimism about the long-term demand outlook for oil and gas. While we do believe that
renewable energy, electric vehicles and synthetic plastics will curtail conventional energy demand growth in the
coming decades, eventually leading to a prolonged decline, it is unlikely that oil and gas are anywhere close to
disappearing. For the contrarian investor, we think a chart like the one above is perhaps a signal to consider a
moderate investment in a deeply oversold but economically vital sector. If interested in discussing potential
opportunities, please don’t hesitate to contact us. We hope you have an enjoyable Thanksgiving!
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Sincerely,
Peter Karmin Stuart Loren
Managing Member Director

Citations and Disclosures

! Bloomberg (as of Nov. 25, 2019).
2 Bloomberg (as of Nov. 25, 2019).

Investing involves risks, including the possible loss of principal and fluctuation of value. Past performance is no guarantee of future
results.

This letter is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation
to buy or sell any securities or to adopt any investment strategy. The opinions expressed are as of the date noted above and may change as
subsequent conditions vary. The information and opinions contained in this letter are derived from proprietary and nonproprietary sources
deemed by Karmin Capital to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, no warranty of
accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to any person
by reason of negligence) is accepted by Karmin Capital, its principals, employees, agents or affiliates, or by Fort Sheridan Advisors LLC,
its principals, employees, agents or affiliates. This post may contain ‘‘forward-looking” information that is not purely historical in nature.
Such information may include, among other things, projections and forecasts. There is no guarantee that any forecasts made will materialize.
Reliance upon information in this post is at the sole discretion of the reader.

Please consult with your Karmin Capital financial advisor to ensure that any contemplated transaction in any securities mentioned in this
letter align with your overall investment goals, objectives and tolerance for risk. In addition, please note that Fort Sheridan Advisors LLC,
through its wealth management division, Karmin Capital, including its principals, employees, agents, affiliates and advisory clients, may
have positions in one or more of the securities discussed in this communication. Please note that Karmin Capital, including its principals,
employees, agents, affiliates and advisory clients may take positions or effect transactions contrary to the views expressed in this
communication based upon individual or firm circumstances. Any decision to effect transactions in the securities discussed within this
communication should be balanced against the potential conflict of interest that Karmin Capital has by virtue of its investment in one or
more of these securities.

Additional information about Fort Sheridan Advisors LLC is available in its current disclosure documents, Form ADV and Form ADV Part
24 Brochure, both which are available without charge by contacting Fort Sheridan toll-free at 866-559-9700. You may also request copies
by email at info@fortllc.com, or access the documents online via the SEC’s Investment Adviser Public Disclosure (IAPD) database at
www.adviserinfo.sec.gov, using CRD# 151139 or SEC# 801-70517.

Karmin Capital neither provides investment banking services nor engages in principal or agency cross transactions. Karmin Capital is the
wealth management division of Fort Sheridan Advisors LLC. All securities transactions are effected through Western International
Securities, Inc. and Fidelity Brokerage Services LLC. Fort Sheridan Advisors LLC is not an affiliate of Western International Securities,
Inc. or Fidelity Brokerage Services LLC.
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Apple and S&P 500 Energy Index Company Appendix

Ti2M Ti2M 2019 YTD
Stock Market Cap Enterprise Val. | Net Debt 2020E 2020E Free Cash Flow | Free Cash Flow | Dividend Total
Ticker Company Name Price ($ in Millions) | ($ in Millions) | to EBITDA PE Ratio | EV/EBITDA | ($ in Millions) Yield (%) Yield (%) | Return (%)
AAPL Apple Inc 264.84 1,176,754.30 1,078,903.30 -1.28 17.83 12.53 58,896.00 5.00 1.16 70.43
XOM Exxon Mobil Corp 68.81 291,142.41 345,710.41 1.37 19.11 7.68 8,220.00 2.82 5.06 5.76
CVX Chevron Corp 118.15 223,425.46 249,637.46 0.65 17.16 6.11 19,015.00 8.51 4.03 13.03
PSX Phillips 66 115.22 51,198.88 64,378.88 1.73 10.86 7.54 3,664.00 7.16 3.12 38.58
cop ConocoPhillips 60.63 66,527.40 74,244.40 0.55 17.91 5.64 5,247.00 7.89 2.77 -0.57
SLB Schlumberger Ltd 37.08 51,326.23 66,121.23 2.29 20.84 9.52 3,659.00 7.13 5.40 7.04
EOG EOG Resources Inc 73.19 42,579.31 47,042.87 0.57 14.68 5.57 2,084.81 4.90 1.57 -15.07
MPC Marathon Petroleum Corp 62.47 40,559.88 80,307.88 2.74 8.32 6.30 4,673.00 11.52 3.39 9.98
VLO Valero Energy Corp 97.28 39,948.30 49,167.30 1.45 9.91 6.30 3,738.00 9.36 3.70 35.41
KMI Kinder Morgan Inc/DE 19.98 45,242.68 82,712.68 4.27 19.17 10.71 3,299.00 7.29 5.01 36.25
OXY Occidental Petroleum Corp 39.90 35,638.90 94,269.90 4.86 44.08 7.68 2,345.00 6.58 7.92 -31.95
OKE ONEOK Inc 71.85 29,680.13 41,537.04 5.00 18.69 12.90 -1,574.19 -5.30 5.09 40.31
WMB Williams Cos Inc/The 23.03 27,907.42 53,403.42 5.40 22.42 10.33 1,325.00 4.75 6.60 9.03
PXD Pioneer Natural Resources Co 130.76 21,659.11 23,832.11 0.64 14.49 5.98 -464.00 -2.14 1.35 -0.03
HAL Halliburton Co 21.17 18,578.73 28,453.73 2.40 15.34 7.26 389.00 2.09 3.40 -18.47
HES Hess Corp 64.42 19,629.18 26,207.18 1.66 255.63 8.49 -431.00 -2.20 1.55 61.08
CXO0 Concho Resources Inc 74.57 14,990.71 19,430.71 1.75 18.25 5.73 -539.00 -3.60 0.67 -27.04
BKR Baker Hughes Co 22.62 23,241.77 28,359.77 1.12 17.06 8.12 165.00 0.71 3.18 8.52
FANG Diamondback Energy Inc 76.66 12,299.54 18,418.54 1.77 8.82 4.92 -2,273.07 -18.48 0.98 -16.69
NBL Noble Energy Inc 20.95 10,020.34 18,344.34 2.84 93.53 5.92 -599.00 -5.98 2.29 14.11
MRO Marathon QOil Corp 12.05 9,639.14 14,208.14 1.09 26.31 4.49 117.00 1.21 1.66 -14.74
DVN Devon Energy Corp 22.70 8,717.15 11,900.15 1.22 14.88 4.70 -184.00 -2.11 1.59 1.68
APA Apache Corp 23.40 8,799.25 19,455.25 2.15 - 4.97 -284.00 -3.23 4.27 -7.59
NOV National Oilwell Varco Inc 22.50 8,679.29 10,708.29 1.96 24.97 10.79 225.00 2.59 0.89 -11.91
FTI TechnipFMC PLC 19.43 8,684.23 9,353.13 0.26 12.88 5.93 -32.60 -0.38 2.68 1.54
HFC HollyFrontier Corp 53.07 8,564.15 10,990.30 0.90 9.93 6.19 1,538.92 17.97 2.64 6.01
COG Cabot Oil & Gas Corp 16.69 6,806.22 7,981.30 0.73 12.85 6.81 1,020.84 15.00 2.40 -24.08
XEC Cimarex Energy Co 47.90 4,876.71 7,194.18 1.48 8.94 4.37 -125.60 -2.58 1.67 -21.13
HP Helmerich & Payne Inc 39.79 4,315.09 4,393.54 0.10 46.21 6.66 397.35 9.21 7.14 -11.98
Source: Bloomberg (as of Nov. 25, 2019).
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