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Energy Sector: Powerhouse or Mirage

Energy has been vital for the production of goods, particularly since the in-
dustrial revolution. Such resources obviously have value as they are ultimately a cre-
ator of wealth. The energy sector within the stock market has ranged in importance
from over 20% of the market capitalization during the 1970s to 13% in 1990 to 6.5%
by 2000 back to 14% by the end of 2008 and down all the way to 2.5% today. Ener-
gy stocks are up over 34% year-to-date but, during the 10-year period 12/31/2010
through 12/31/2020, the sector declined almost 24%.

There are competing views for the future of energy. Some will say as the
world decarbonizes moving toward energy provided from renewable sources, de-
mand will decline, leaving the sector as a runt compared to the rest of the economy.
Right now investment by large fund managers is avoiding the sector due to ESG
(environmental, social, governance) mandates to avoid this sector’s “dirty” or pollut-
ing byproduct. Lack of demand by investors makes a difficult case for these stocks.

On the other hand, there is a view that if investment is restricted in a sector,
such as less liquidity provided by institutions adhering to ESG principles, then you
have less production of that product. Couple that with additional restrictions on pro-
duction as seen by the current administration canceling pipeline and drilling permits,
and you create a world with less supply that creates higher prices and profits for sur-
viving energy producers.

Further complicating issues are some energy companies, particularly Europe-
an ones that have invested heavily in renewables while cutting budgets for conven-
tional oil production. Some ESG scorecards rank these European producers high;
therefore, they are more likely to receive investment from capital markets.

The safest path under current conditions is to maintain an investment position
more in-line with the current market capitalization of the industry. In a world where
Chevron has an ESG score, on some score cards, equal to Facebook, it is difficult to
say how market forces will affect stock values in these changing times.
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Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc.
[“VASI]), or any non-investment related content, made reference to directly or indirectly in this commentary will be profitable, equal any corresponding indicated historical performance level(s),
be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in this commentary serves as the receipt of, or as a substitute for, per-
sonalized investment advice from VASI. Please remember to contact VASI, in writing, if there are any changes in your personal/financial situation or investment objectives for the purpose of
reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our investment advisory ser-
vices. Unless, and until, you notify us, in writing, to the contrary, we shall continue to provide services as we do currently. VASI is neither a law firm, nor a certified public accounting firm, and
no portion of the commentary content should be construed as legal or accounting advice. A copy of the VASI’s current written disclosure Brochure discussing our advisory services and fees
continues to remain available upon request or at www.valicenti.com. Please Note: IF you are a VASI client, Please advise us if you have not been receiving account statements (at least quarterly)
from the account custodian. Historical performance results for investment indices, benchmarks, and/or categories have been provided for general informational/comparison purposes only, and
generally do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor the impact of taxes, the incurrence of which would have the
effect of decreasing historical performance results. It should not be assumed that your VASI account holdings correspond directly to any comparative indices or categories. Please Also Note: (1)
performance results do not reflect the impact of taxes; (2) comparative benchmarks/indices may be more or less volatile than your VASI accounts; and, (3) a description of each comparative
benchmark/index is available upon request. Please Note Limitations: Neither rankings and/or recognitions by unaffiliated rating services, publications, media, or other organizations,
nor the achievement of any professional designation, certification, degree, or license, or any amount of prior experience or success, should be construed by a client or prospective client as a
guarantee that he/she will experience a certain level of results if VASI is engaged, or continues to be engaged, to provide investment advisory services. Rankings published by magazines, and
others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser. Rankings are generally limited to participating advisers (see link as to
participation data/criteria, to the extent applicable). Unless expressly indicated to the contrary, VASI did not pay a fee to be included on any such ranking. No ranking or recognition should be
construed as a current or past endorsement of VASI by any of its clients. ANY QUESTIONS: VASI’s Chief Compliance Officer remains available to address any questions regarding rankings
and/or recognitions, including the criteria used for any reflected ranking.



