
 

 

 

 

Ultimate Contrarian Investing – ENERGY, ENERGY, ENERGY 
(CDN Oil Sands, Oil Drillers, Columbia, Russia & Argentina) 

 

 

 

 

“The price of oil will bottom out when it bottoms out.” 

Jeffrey Gundlach 

Double Line Asset Management 

 

 

 

 

Lower oil prices either increases the demand for oil or reduces 

the supply, causing the price of oil to rise (all else being equal). 

In other words, lower oil prices – in and of themselves 

eventually make for higher oil prices. 

Howard Marks 

Oaktree Capital 

December 2014 

 

 

 

 

Tumbling financial markets or plunging commodity/oil prices can be helpful to the true 

investor if they have cash available when prices get far out of line with values. Our 

investment philosophy at its core is simple: “a climate of fear is your friend when 

investing; a euphoric world is your enemy.” 

 

I remember the March 6, 1999 front cover title of the Economist Magazine, “Drowning 

in Oil.” The article ran just before oil prices started an epic multi-year climb from $10 to 

$145. On a similar note, last week Saudi billionaire, Prince Al-Waleed was quoted on 

CNBC that “we will never see $100 oil again.” Perhaps the Prince may one day regret  

 



 

 

 

making such a bold public prediction. A Saudi palace revolution would readily ensure 

$100+++ oil. 
 

The weighty Economist Magazine’s front cover is often a good “contrary indicator” 

proxy. On November 28th, the Economist featured “Russia’s Wounded Economy” on its 

front cover. Interestingly, the Russian ruble, and Russian exchange traded index funds 

hit record lows three weeks later. Russia, as an oil/gas dominated economy, is in many 

respects a proxy for the commodity. Only in hindsight will we know if mid-December 

was the equity bottom for many Russian energy stocks. It will be interesting to see if the 

Economist Magazine’s front cover works its magic. 
 

Why are we buying oil investments today? While it feels much better to buy assets 

while they’re rising, it’s usually more intelligent to buy after a severe slump and 

bargains appear. Thirty-two dollars, the oil bottom during the 2008 financial crisis, 

seems like a possible floor price. But nobody knows the real answer. That’s why we 

“roll into” investments over a period of time. 
 

Once cancelled or postponed, oil sands and deep-water projects cannot be brought 

online at short notice in response to rising prices. We recently read in the Financial 

Times that within its first year of life, the average shale oil well depletes by 60%.  
 

As we speak, market forces (ie: capex cutbacks) will continue to grind down the excess 

energy supplies in 2015. Energy is also where the “smart” money is headed today. 

Carlyle, KKR and Apollo, the savvy private equity groups, are all raising funds to 

invest in the energy sector. Nonetheless, one has to be prepared to look wrong for a 

while (6-18 months). Plus, you need the strength to diverge from the herd. 

 
Regards, 

Ben Horwood 

Value Contrarian Fund 
 

Your comments are always welcome via e-mail (benh@valuecontrarian.com) or LinkedIn. 

V/C Fund 2014 Full Year Results:  + 13.41%  

(Next purchase:  February 20, 2015) 

Please note: The timing of Ben’s Market Comments has no specific dates. E-mails will 

only be sent when something of value should be shared. 


