January 15, 2019

Dear Clients:
During the final quarter of 2018 the S&P 500 dropped 13.5%, bringing the
benchmark to its first calendar year loss since the financial crisis swoon of 2008.
Moreover, all capitalization sectors of the market suffered in the fourth quarter.
Value stocks were not spared in the sell-off, which was surprising as they had
already been lagging growth stocks for many years.
CK Advisors had a "relatively" decent quarter, with our equity composite declining
11.4% (after fees) . Cash in our client accounts served to soften the blow from
the bear market, following a long period where cash tempered our returns.
Below is a comparison of our equity performance against some popular indexes,
aside from the increasingly tech-heavy S&P 500.
Russell Equity Indexes
1000 Large Cap Growth Index
1000 Large Cap Value Index
Midcap Index
CK Advisors Equity Composite (after fees)

04:2018
-15.9%
-11 .2%
-15.4%
-11.4%

2018 YTD
-1.5%
-8.3%
-9.1 %
-6.4%

By S&P sector, Energy stocks swooned 24% in the quarter, followed by 18%
declines in the Industrial and Technology sectors. Only the Utilities group, where
we do not have any holdings, managed to eke out a fractiona l gain of less than
1%.
For clients with balanced accounts, the allocation to bonds helped to mitigate the
decline in equities. Anticipating that interest rates would continue to rise , we
were defensively positioned in short-term bonds. The rout in stocks and
concerns about global economic growth caused a flight to safer Treasury
bonds. Yields fell across the Treasury curve, benefitting longer duration bonds
more than our shorter maturities. So, ironically, being conservatively positioned
in bonds actually hurt the quarter's relative performance.
Entering the fourth quarter, the strong U.S. economy, healthy labor market and
upward wage pressure pushed the Fed to signal a continuation of its tight
monetary policy. In October and again in December, stocks fell as investors
believed the Fed was insufficiently focused on numerous signs of slowing global
growth. Economic activity in the European Union was sluggish due to labor
unrest and the looming Brexit showdown. Meanwhile, the escalating trade wa r
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took a big bite out of China's growth outlook. Recently, the Fed seemed to "get"
the market's concerns and has moderated its hawkish tone, leading to a bounce
in equity prices early in 2019.
Plunging oil prices was the "silver lining" amidst the market turmoil. This large
drop should alleviate the growing pressure on corporate margins and sap
inflationary pressures. The budget stalemate in Washington is another
headwind, with no end in sight despite the growing disruption it may cause to a
variety of industries.
Comcast, International Flavors and Fragrances and Procter & Gamble
contributed favorably to relative performance in the quarter. Cable and media
operator Comcast posted strong earnings, enjoying double digit growth in
business services (services for small and mid-sized enterprise customers) and its
best third quarter for high speed data customer additions in ten years. Due to a
better business mix and tight expense controls, Cable segment margins
expanded significantly. Comcast's capital spending should moderate going
forward , enhancing the company's free cash flow generation over the next few
years.
Comcast lost fewer video subscribers than it did a year ago, assuaging concerns
regarding increased competition from streaming providers such as Netflix and
Hulu . These competitors have recently become less aggressive in pricing their
services. The shares also benefited from its earnings profile: Comcast has little
international exposure, where economic weakness has been the greatest, and
has only modest cyclicality since most of its revenues are subscription-based .
International Flavors and Fragrances makes ingredients which improve the taste,
smell and functionality of food , beverages, cosmetics and household goods. Its
stock outperformed as investors favored companies such as IFF, which serve
relatively stable end markets. Indeed, IFF was able to increase earnings amidst
the severe economic downturn in 2008, highlighting the recession resistant
nature of its businesses.
Management is now intently focused on the company's large recent acquisition of
Frutarom. We believe IFF paid a generous price for Frutarom and the deal has
significant integration risks. Still, the transaction seems to have strategic merit
and could pay off if IFF is able to execute its vision for the combination. In
particular, the acquisition potentially accelerates IFF's growth by expanding the
company into faster growing categories such as natural colors and enzymes.
The transaction also increases its exposure to more rapidly growing small and
mid-sized customers.
P&G was our best stock in the quarter with a double-digit percentage gain,
helped by rotation into defensive names but also buoyed by good fundamental
developments. Under the leadership of CEO David Taylor, P&G significantly

reduced the number of its brands and categories, focusing the company's
resources on fewer areas in order to rejuvenate innovation, improve product
superiority and enhance agility. This strategy is bearing fruit as evidenced by
strong quarterly results in which P&G recorded its best organic growth in many
years. The company also achieved share gains in its large and highly profitable
U.S. market, a region which historically had been challenged .
P&G has turned around the important Beauty segment and has shown early
signs of fixing its struggling Grooming segment. Market share gains enabled the
company to raise prices and cut promotional spending at a time when raw
material costs eased. As a result, P&G should be able to increase its gross
margin this year, while continuing to implement major initiatives to cut costs and
improve productivity.
Oil producer Hess, our Industrial stocks and PerkinElmer detracted from
performance. Since Hess is highly levered to oil prices, the large fourth quarter
decline in crude caused its stock to plummet. The drop was exacerbated by a
potentially negative development regarding the company's transformative
offshore Guyana discoveries. After a no-confidence vote late last year, Guyana's
presiding government faces a general election against the opposing party this
year. The stock fell due to fears that the opposing party, if victorious, could
attempt to renegotiate the terms of the production sharing agreement between
Guyana and operator ExxonMobil.
We think this concern is overblown. The opposing party signed the original
contract in 1999 while the current ruling party extended the contract in 2016.
Thus, it appears that both parties have accepted the agreement. Further, there
do not appear to be legal grounds to change the agreement; nor is there any
indication that either party intends to do so. There is also political pressure on
Guyana to refrain from renegotiation , as both the International Monetary Fund
and The World Bank have recommended that Guyana honor the agreement.
Our Industrial names were weak across the board (examples include Carlisle
Companies, Caterpillar and Eaton) due to concerns about a slowdown in global
economic growth . Following this large decline, we see good long-term value in
our Industrial stocks, with near-term upside if there is no recession .
PerkinElmer provides discovery and diagnostic solutions for health care and
other customers. After the stock soared in the third quarter, Perkin was
vulnerable to any kind of disappointment and sold off on minor negative news.
Specifically, management reduced earnings guidance for 2018 due to foreign
exchange translation and higher stock-based, incentive compensation expense.
These items will be a slight drag on earnings in 2019 and do not reflect any
deterioration in Perkin's operating fundamentals.

We attempted to capitalize on the market turmoil by adding to names which
looked particularly undervalued, including AIG International, Bank of America,
Baxter International, Carnival Corp, Carlisle Companies. Delta Air Lines and
DowDuPont, among others. We sold our small stake in Shire, which clients
received in connection with a Baxter spin-off. At the time of sale, Shire was
about to be purchased by Japanese drug company, Takeda Pharmaceutical.
Finally, in order to minimize capital gains distributions, we took a short-term loss
by selling part of our Raytheon holdings (in taxable accounts) and purchasing an
equivalent position in Lockheed Martin, another defense stock. After the 30-day
waiting period required to realize tax losses we plan to reverse the trade.
Earlier this month you should have received a statement of your individual
account performance and management fees , which were deducted from client
accounts. You should have also received a year-end statement from Fidelity.
For taxable accounts, 1099s should be available next month.
Please feel free to contact us with any questions or concerns.
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