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When we can actually watch “low prices curing low prices.” 
  

When we wrench our gaze from political news these days, we see a crowd of business headlines which 
were fairly unthinkable through most of 2020.  The items below were from yesterday alone. 
 
 

"Copper Hits 8-Year High!  Not Enough Copper to Go Around!" 
 
 

 "Tin Market Squeezed as Supply Is Hard to Find!" 
 
 

"Bullish Sentiment Takes Over Oil Markets!" 
 
 

The stories under these headlines were filled with interesting details about such things as oil, tin and 
copper inventories; obscure statistics from deep in the 3 supply chains, which supposedly "signal" rising 
or falling future prices; and more.  Here’s one of them—“Benchmark Concentrate Smelting Terms”—and 
the best of luck to investors willing to tackle this kind of detail, and figure out whether it might be telling 
us something profound about copper . . . or not. 

  
Viewer Warning: “Avoid Prolonged Exposure to this Chart!” 

 
  

These stories, and this kind of chart, really point us to The Big Question, when it comes to understanding 
the working businesses we own, and deciding what to believe among the tidal waves of information and 
expert analysis washing over us every day.  That Big Question is: 
  



Must we listen to all the experts, and somehow decide who’s right and wrong?  Or is there a simpler 
method:  something we might actually understand? 

  
Outlook’s answer will surprise nobody, of course.  “Yes.  No matter how hideously complicated they look, 
we can boil almost every question we face down to the heart of the thing.  That is the only thing we ought 
to trust, when it comes to making hard decisions about investments (or anything else, we think.)” 
  
The heart of the thing—for oil, copper, tin and a crowd of other commodities—is always this: “The cure 
for low prices is low prices, and vice versa.”  It means that markets work.  Supply and demand react 
sensibly to plunging or rocketing prices, because the human beings doing the supplying and demanding 
make and sell less of something whose price is plunging; and buy and use more of it, so that prices 
eventually rise again.  
  
For quite a long while now at Outlook, we’ve watched investors doubt that rule about human behavior 
for exactly one reason:  because they lack the patience needed to wait for it to happen.  
  
It happens slowly, pretty often, because people’s affairs are complicated.  Here’s an example.  When shale 
oil prices plunged from 2015 – 2016, and again from 2018 – 2019, a great many “shale cowboys” did just 
the opposite of what they “ought” to have done:  they floored the gas pedal on oil production, selling 
every barrel they could get at prices which did not cover their full production costs.  Why?  Because they 
needed cash, desperately, to pay some of their daily bills:  like interest payments to their bankers.  When 
we can’t pay our equipment suppliers or even our employees, they have no choice but to endure the pain, 
for a while.  When we can’t pay our bankers, they generally put us out of business.  
  
So oil suppliers desperately holding off bankruptcy slowed down the “cure for low prices,” but they did 
not eliminate it.  And while they were slowing it down, they clouded the picture for any number of experts 
and the media, whose headlines back then leaned hard toward “Oil Industry Faces Low Prices Beyond the 
Horizon!” and the like.  
  
“Low Prices Cure Low Prices.”  The best footnote for that Rule, which is never broken, might be: “But Only 
after Lots of Surprises and Plenty of Suffering.”  Strong companies survive the suffering and thrive when 
the “cure” finally shows up.  Weak companies do not.  We’ve been watching exactly that happen, these 
past weeks and months, with Freeport, Conoco and Exxon among others.  They survived, and their time 
for thriving is likely to last much longer than seemed possible not long ago. 
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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. 
 


