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Great leaders do great things for investors. 
  
“Great leaders do great things.”  There’s a statement we all agree with, pretty much . . . but we 
seldom act as if we believe it.  That’s especially true in the investment world, where about 99% of the 
Amazon River of commentary which gushes forth every day scrutinizes every possible thing except the 
quality of leadership—and thereby gives the overwhelming impression that leadership is so far down the 
list of things that matter that it hardly deserves our attention.  
  
Part of the problem is age-old.  The men and women who get to the top of a company—or any big thing, 
from an army to a nation—can always talk well.  But a pretty tiny fraction of them also lead well.  They’re 
different things.  Talking a great game requires verbal skills, above all else, and some understanding of 
people.  But being a great leader requires guts, above all else, because the test of great leadership only 
arrives when the chips are down—for the company, the army or the nation—and the big decisions are 
lonely and sure to be criticized.  
  
It is Outlook’s belief, through 43 years of observation, that the rare CEO’s who make those lonely 
decisions, often standing against the crowd when the heat’s on, create outstanding rewards for 
investors.  We often don’t understand that we’re seeing that kind of great leadership, though, for the 
usual reason:  it takes time for the payoff to show up at the company, and sometimes even more time for 
the market to wake up and notice it.  This picture is a good example. 
  

Leadership:  Conoco vs. Occidental 

 
  
  



Here are 2 companies:  Outlook’s Conoco, and Occidental Petroleum.  Conoco’s Ryan Lance has shown a 
great deal of nerve and decisiveness under pressure, since the top of the oil cycle in 2014.  Oxy’s CEO, 
Vicki Hollub . . . well, let us see. 
  
That red circle at the left marks the days in 2014 when the wheels fell off, at Conoco, as oil prices began 
their plunge from $106 to $27 in early 2016.  Mr. Lance pulled off something close to a miracle between 
2015 and 2018:  selling some of Conoco’s good assets—but not its best ones—at good prices despite the 
terrible market; cutting debt from the size of Jack’s Beanstalk, roughly, to something more like a 
decorative sunflower; and cutting operating costs so far that Conoco’s “breakeven” oil price fell from 
around $65/barrel to around $35/barrel.  And this year, over at the far right (no circle), came Mr. Lance’s 
decision to buy a Canadian shale property cheap, when everyone else is selling.  
  
For five solid years, Mr. Lance has been saying the same thing about Conoco’s long-term plan:  to make 
money at every point in the oil cycle, no matter whether prices are high or low.  Cutting operating costs 
and debt is the foundation for that plan.  It can’t be done any other way. 
  
That next red circle, in early 2018, is when Oxy’s Ms. Hollub decided to buy Anadarko, a major oil explorer 
emphasizing U.S. shale.  Notice the environment.  The bottom red line, the price of oil, had risen from $27 
to nearly $70.  Occidental’s stock price had risen from $60 to almost $80.  After a big scare during 2014 to 
2016, America’s shale cowboys were back in business, sinking new wells night and day, paid for by a river 
of money flowing in from Wall Street.  Anadarko looked to Ms. Hollub like a clever way for Oxy to go from 
“Also in Shale” to “Shale Kingpin” in one stroke.  
  
But she needed to borrow a lot of money to do it.  Mr. Lance must have wondered, as he gazed across the 
country at Ms. Hollub, what was in her mind.  He had just about finished strengthening Conoco to survive 
any downcycle and still make money; but Ms. Hollub was acting as if she had no worries about 
downcycles.  
  
She should have worried.  There at the far right, in orange, is Occidental’s stock price:  down 87% since 
2014’s cycle top.  Oxy is in serious trouble, with the word “bankruptcy” hovering over headquarters like a 
dark cloud.  Ms. Hollub is desperate to do what Mr. Lance did 5 years ago—sell assets and cut debt—but 
she’s having no luck at all.  Unlike 2016, the shale cowboys in Texas and Wall Street are out of business, 
so Oxy’s “for sale” properties are being sized up by buyers entirely willing to wait, because maybe they 
can buy cheaper, tomorrow.  
  
Mr. Lance stuck with his Golden Rule—cut debt and keep it cut—hence found it very easy to buy cheap 
this year, when everyone else is selling.  But Outlook’s guess is that Ms. Hollub had no Golden Rule except 
opportunism.  In 2018 the crowd’s impression was that oil and shale were roaring again.  It kind of looks 
like Ms. Hollub let the crowd’s impression do her thinking for her.  As we investors know, it is exceptionally 
easy to let impressions do our thinking . . . but it’s not what great leaders do. 
  
Two companies . . . two very different CEO’s.  One stuck with principles and acted against the crowd; the 
other didn’t. The payoff hasn’t exactly happened yet, for Conoco, has it?  There is our stock, still down 
56% from the $90 2014 peak.  (But not much from where Outlook bought it, around $46.)  No, the payoff 
hasn’t happened yet—but Mr. Lance’s leadership actions have ensured that it will.  
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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. 
 


