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The past quarter marked the second quarter in a row of declining oil prices from a year ago.  Conoco 
Phillips realized a 7% lower oil price per barrel than the second quarter of 2018, and this hurt revenues, 
which were down 9%.  The good news is that Conoco still generated $1.7 billion dollars in free cash flow, 
a significant increase from last year’s $1.2 billion.  It is more clear than ever that Conoco’s restructuring 
since 2016 has paid off:  this is its 7th consecutive quarter of free cash flow generation at a wide variety of 
oil prices.  In the past year, Conoco has taken the lead among its peers in free cash flow growth, as seen 
below. 
 

 
 
The company is using its greater cash balance to carry out its promise to investors of increasing 
shareholder returns.  This quarter, it increased its share buyback plan by $500 million, making the total 
projected share buybacks for 2019 $3.5 billion, or 6% of the company.   
 
Greater production, mostly from its US shale assets, helped partially offset the impact of lower oil prices.  
Conoco’s US shale assets continue to post production growth and have not yet reached a plateau.  In fact, 
Conoco just added another drilling rig in the Eagle Ford basin which will contribute more growth about 6 
months from now.   
 



Conoco also is highly invested in Alaskan assets.  It acquired much of its land in Alaska around 2016, and 
have been in the exploration and appraisal process ever since.  It just completed its second to last winter 
appraisal season, drilling 7 wells, all of which were successful.  It also bought additional acreage right next 
to one of its current fields.  Conoco bought this 100 million barrel acreage for $100 million dollars, or one 
dollar per barrel, adding to Conoco’s low-cost stock of oil-in-the-ground.  It will still be a couple of years 
before Conoco really ramps up production in Alaska, but it is shaping up to be a great addition to the 
company’s portfolio.   
 
Conoco will always remain a company whose stock is greatly affected by oil prices, since it only 
participates in the “upstream” sector (oil exploration and production) and doesn’t have refineries to 
diversify its revenues.  But Conoco has proven again this quarter how strong it has become in the past few 
years, and that it can still reward shareholders in weak price environments.  A company that is strong 
during weak market conditions and has unlimited potential during strong market conditions will pay off 
extremely well for Outlook and its clients in the long term. 
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