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“We changed our minds.”  Low prices cure low prices . . . again. 
  

Here is yesterday’s winner in the category of “Obscure but Interesting News Items.”  
  

 
  
“Yes—we hit the pause button,” said a Chevron executive.  “We had big spending plans just last summer 
. . . but we changed our minds.” 
  
“We changed our minds.”  Those four words get to the heart of something about the economy, the 
business world and the investment world which never stops confounding and puzzling people:  the fact 
that predictable, nearly-certain changes in supply and demand happen in lurches—two steps forward, 
one step back (sometimes three steps back)—as the vast crowd of normal human beings behind the 
supply and demand curves slowly, fitfully “change their minds” in response to dramatic changes in prices. 
  
At Outlook we make long-term bets that supply and demand will always act the way they’re supposed 
to:  that is, “the cure for low prices is low prices” (and vice versa) because the world’s buyers and sellers 
always change their behavior when prices plunge down or rocket up.  Low prices make buyers buy more, 
and sellers supply less.  That’s an iron-clad fact of behavior—but to make our investment strategy work, 
we must do two more things: 
  

1. Own exceptionally strong companies, which can endure the lurching, time-consuming way in 
which supply and demand eventually “act the way they’re supposed to act;” and 

  
2. Expect that slow, lurching progress toward “buying more, and selling less.” 

  



The picture above is a wonderful example of “slow, lurching progress toward selling less” by two of the 
giant producers of oil in Texas.  Over the past year, after the “low-price day of reckoning” finally arrived 
for the Texas shale business—bankrupting scores of companies which were the opposite of “exceptionally 
strong”—Exxon and Chevron used their financial strength to pick up some of the best of the shattered 
remains.  When times are tough, the strong get stronger and the weak disappear.  They weren’t 
alone:  Conoco (Outlook’s other energy giant) and others did the same thing.  
  
The giants were pleased with the bargains they’d snapped up.  They had a right to be:  they’ll benefit for 
a long time from good shale properties bought cheaply.  But like any of us, when we know we’ve taken 
advantage of a great value, they were inclined to be cheerful about just how soon and how strongly their 
bargains would begin paying off.  They hoped they’d bought at the rock-bottom, and began counting their 
chickens before they were hatched:  planning some big spending to ramp up production while (they 
figured) oil prices would be rising again.  
  
Over the last few months, though . . . they changed their minds.  They watched those typical but always-
worrisome lurches, fits and starts in oil’s recovery—and they grew calmer and more far-sighted.  “We 
have great properties with cheap production costs.  Why should we sell at $40 - $50 per barrel, today, 
when we can wait and sell at $60 to $80 per barrel tomorrow?  Why shouldn’t we wait, especially when 
we consider that our waiting (by restricting supply) will itself help oil prices get to that higher 
range?”  Exxon, Chevron, Conoco and friends all answered that question the same way:  “We’ll wait.”  So 
with each passing month we’ve seen more dramatic cuts in their spending plans.  “Yes . . . we hit the pause 
button.  We changed our minds.” 
  
If Outlook’s strategy seems simple and obvious . . . it is.  Simple and obvious—but not easy.  It needs 
financial strength in our companies, and patience in our companies and in ourselves.  “Patience,” as we’ve 
noted once or twice over the years, is something which is in very short supply throughout the investment 
world.  Rare qualities pay off, though.  We’ll watch our oil giants prove that again, over the next few years. 
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The remarks above aren’t a general recommendation to buy or sell particular securities.  Such decisions should 
only be made in the context of an investor’s own circumstances.  Stocks and bonds carry the risk of loss.  
 


