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1 Preliminary performance figures are unaudited.  Past performance may not be indicative of future results and every 
investment program has the potential for loss as well as profit.  The Mullick Value Strategy composite is the dollar-
weighted linked monthly return of those accounts sharing the objective of the Mullick Value Strategy.  Accounts are 
included in the composite at the beginning of the first full month following the month during which the account came 
under management.  Accounts that are terminated remain in the composite until the last full month the portfolio is under 
management, and the composite continues to include terminated portfolios for all periods prior to their termination.  There 
is no minimum asset size above which managed accounts would be included in or below which managed accounts would 
be excluded from the composite.  Individual account results will vary from that of the composite based on fee structures, 
investment restrictions, the timing of contributions and withdrawals and other factors. Comparisons to the S&P 500 Total 
Return and Russell 1000 Value are for informational purposes only, as the composites may hold securities not in the S&P 
500 Total Return and Russell 1000 Value and may have more or less volatility and risk than an investment in the S&P 500 
Total Return and Russell 1000 Value.  Management fee information available upon request.  

 

January 29, 2013 
 
 
Dear Investor, 
 
The year 2012 ended with a more volatile quarter than the final tally indicates.  Investors were torn between 
numerous issues including the US Presidential Election, a slowing China, a turbulent Europe, and a fast 
approaching fiscal cliff that promised to derail the weak recovery. For the fourth calendar quarter (the second 
quarter since inception) Mullick Value strategy returned 1.46% net of fees versus 1.52% for Russell 1000 Value 
index and -0.38% for S&P 500.  Since inception on June 30th 2012, our total return net of fees was 7.71% 
versus Russell 1000 Value index up 8.13% and S&P 500 up 5.95%.  While we slightly underperformed the 
Russell 1000 Value index, we believe we achieved strong risk adjusted returns. 1 
 
The underlying economy has been gradually improving, albeit at a moderate pace as evidenced by the 
improving data on retail sales, manufacturing and services orders, and consumer sentiment.  The upturn in 
housing starts has continued and auto sales have improved to a more normalized pace.  Energy prices have 
remained tame with weaker demand growth from China and declining demand from the OECD countries.  The 
positive economic backdrop was recognized by the market, and despite the fiscal cliff concerns the equity 
markets staged a strong performance year.  Our strategy is to invest in out-of-favor large capitalization value 
stocks with strong balance sheets and reasonable growth prospects. Our goal is to outperform over a market 
cycle with a margin of safety and capital preservation.  We are reasonably pleased with our performance for 
2012.   
 
 
 



 
 

For the six months, relative to Russell 1000 Value, the financial and the industrial sectors were the largest 
contributors to performance, while technology and telecommunications sectors were the largest detractors.  
Overall, Moody’s and EOG Resources were the highest contributors.  The surge in corporate refinancing and 
the disintermediation of beleaguered banks in Europe helped Moody’s ratings revenue surge.  EOG Resources 
has been able to capitalize on its early exploration success in Bakken and Eagle Ford Shales.  Investors cheered 
its strong growth in oil production and transformation of the company from natural gas to oil levered 
production.  The two largest detractors were JC Penney and Hewlett Packard.  CEO Ron Johnson’s sweeping 
makeover of JC Penney has failed to stabilize sales after the initial expected decline.  We exited the position 
earlier in the year.  We were drawn to Hewlett Packard based on its low valuation.  However, we exited the 
position due to weak corporate governance and lack of accountability in a series of board decisions.   
 
Notable among the names we added were Chevron, Western Union, and SAI Corp.   Chevron has been under 
pressure due to uncertainties regarding cost overruns in its Australian LNG projects.  We like Chevron’s 
pristine balance sheet, strong production growth and zero exposure to the oversupplied US natural gas market.  
Chevron is poised to generate sizable free cash flow as its major projects wind down.  At 8x consensus earnings 
and a 3.2% yield, Chevron shares are attractive.  Western Union, a global money transfer leader, recently came 
under pressure as it lowered its pricing in Mexico and Russia in response to market share loss.  We view it as an 
attractive business with high profit margin, large competitive moat, low P/E ratio of 9x consensus earnings, 
along with an attractive yield of 3.7%.   Western Union has announced a sizable buyback as well.   SAI Corp., a 
defense contractor, recently sold off on fiscal sequester overhang.  We found a lot to like in SAI such as a low 
P/E of 9x consensus earnings, strong free cash flow, 4.2% yield and a plan to split the company into two that 
should enhance value.   
 
The year has opened with a strong January reflecting the push out of the debt ceiling and fiscal restraint debate 
and the improving global economic growth.  Our conservative strategy is unlikely to outrun a strong market 
rally.  We plan to continue with our strategy of seeking out-of-favor value equities with a margin of safety.  Our 
goal is to outperform the averages over a market cycle while preserving capital.  Thank you and best wishes for 
a prosperous 2013. 
 
 
 
S. Basu Mullick 
Principal 


