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Oil’s future:  fewer polysyllables, more truth. 
  

A long time ago, a college freshman turned in a 500-word essay to his Humanities professor.  Humanities 
was a required course for freshmen, who had to write one paper a week for 16 weeks.  Back came that 
first paper with a grade of “D.”  Every 4-syllable word, and most of the 3-syllable words, were slashed 
across with a red marker.  At the bottom the professor—who had seemed to be nice, mild-mannered 
scholar of ancient Greek art and archaeology—had written:  “People who use polysyllables when they 
write and talk never communicate clearly, and probably don’t think clearly.”  He wasn’t so mild-mannered 
after all, apparently. 
  
The freshman had a choice:  either be outraged at the professor’s inability to see how smart he was; or 
decide that maybe he had something to learn.  For some reason he chose Option Two . . . and followed 
the professor’s advice:  “Find anything written by Churchill or Lincoln, and read it.”  
  
Six months ago the long-time CEO of Schlumberger (the global oilfield-equipment king) retired.  At 
Outlook we’ll miss Paal Kibsgaard—because he also seemed to have chosen Option Two, long ago, so that 
everything he wrote or said about his company and the oil business rang clear as a bell, as the truth usually 
does.  But as we looked back at what Mr. Kibsgaard was saying a year ago about the oil business, and what 
his successor is saying today (using as many polysyllables as he can fit into every sentence, unfortunately), 
something else about “the truth” came out:  it almost always takes a long, hard time to show itself so 
clearly that we stop doubting.  (Mr. Churchill probably had that in mind when he wrote:  “A lie is halfway 
‘round the world while the truth is still putting its shoes on.”) 
  
A year ago, Mr. Kibsgaard talked about a few pictures.  In the first picture (red circled below) he pointed 
to the cliff-dive in non-shale oil produced by existing wells around the world:  the “decline rate,” which 
just means that every oil well of every kind, everywhere, produces a gusher on Day One, which begins 
collapsing toward a trickle not much past Day Two, so to speak.  If a company or nation wants to keep the 
oil flow constant, it has to spend money:  finding and drilling new wells, and doing things to coax old wells 
into slowing down those “decline rates.”  But the red-circled chart and the one next to it showed that 
spending money was exactly what oil companies and countries were not doing, after oil’s price collapsed 
in 2014.  Of course they weren’t.  They wanted to live to see tomorrow, and $26/barrel for oil (down from 
$110 or so) looked like a death sentence for all but the strongest. 
  



 
  
Next Mr. Kibsgaard, a year ago, showed that America’s “shale miracle” was, pretty much, the only source 
of extra oil to meet the world’s need for more of it.  (Dark blue, below.)  
  



 
  

Next Mr. Kibsgaard looked at that shale miracle, asking “Does shale also have a problem with that terrible 
“decline rate?”” The answer, of course:  “Yup!”  The red arrow points to shale’s natural decline rate . . . 
much faster than other kinds of wells. 
  

 



  
Finally, Mr. Kibsgaard asked himself about global demand for oil.  Those decline-rate problems for oil 
supply won’t matter too much, if the world’s need for oil falls off its own cliff.  Will it?  “Nope!” is the 
answer which jumps from this chart.  (It’s an especially emphatic answer if we remember that the two 
main oil-data agencies in the world (the EIA and the IEA) have underestimated the world’s oil usage in 
roughly 13 of the past 14 years.  They always forecast weak or non-existent growth in the world’s need 
for oil . . . and they’re always wrong.  
  

 
  
So far, so good for Mr. Kibsgaard, back then.  But he was running Schlumberger, and he had to not just 
clearly state the truth about his business . . . he also had to act.  “Here are common-sense, obvious facts 
about our business,” he must have thought.  “They mean oil prices will have to rise from here, eventually, 
which means our oil-company clients will want to resume buying our equipment, so we’re not going to 
cut back much more.  We’ll need to have our products ready, when they need them.” 
  
That was a year ago.  Mr. Kibsgaard was perfectly right about those facts—about “the truth” concerning 
his industry and business.  But he was wrong about how long the truth would take to show itself 
unmistakably, in the light of day.  A year ago it looked to Mr. Kibsgaard like American shale producers had 
taken their beating, cut back on spending, and would resume buying again (at least modestly) with rising 
oil prices.  It looked like the “rest of the world’s” oil companies would certainly open their wallets and 
begin spending to slow down their own dangerous rates of production decline.  



  
Nope.  American shale went from “weak” to “hospitalized” during the course of 2019.  International 
producers went from “strong, because we’re not spending” to “even stronger, because we’re still not 
spending” during the year.  Schlumberger’s sales and earnings fell off a cliff, pretty much, and—of 
course—its new, polysyllabic CEO is now cutting spending to the bone, and who cares whether 
Schlumberger’s customers will see equipment ready to buy, whenever they show up at the door.  
  
CEO’s are human, too.  Schlumberger’s new boss does remind us of ourselves, doesn’t he—of the way we 
feel when a strong company’s stock is hated by the market beyond reason, hence is an amazing bargain . 
. . and then spends endless months and quarters being hated even more, and becoming an even more 
amazing bargain.  We can only take so much market pain before we begin to doubt that “truth,” no matter 
how clear it looked to us, not long ago.  But the truth does not change.  It endures.  At Outlook we’re 
pretty certain Mr. Kibsgaard will be able to look back upon what he said, and what he did, and say to 
himself, “It all made sense after all, didn’t it?”  That’s why we own 2 outstanding oil companies, at Outlook; 
and why we’re sure they’ll make a great deal of sense within the fairly near future. 
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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.  
 


