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Choices in the oil market:  wait, or don’t. 
  

“Famous Oil Bull Throws in the Towel!” was a headline today.  His name is Andrew Hall—and if it doesn’t 
ring a bell let us not be troubled, and instead take it as a sign that we’re all paying attention to more 
important things than the celebrities of the investment world.  The story was pretty straightforward.  Mr. 
Hall, a Citibank graduate, became famous in 2008, left Citibank and founded his own hedge fund, which 
attracted a few billion dollars from the kind of wealthy investors for whom the word “famous” seems to 
trigger a kind of Pavlovian response, namely “Send him a check.”  Mr. Hall was bearish, correctly, on oil 
prices in 2014; but turned bullish in early 2015 . . . and we wince in sympathy, because he was much too 
early, and the pain that followed would have been pretty awful to anybody, from “famous” to “complete 
unknown.”  
  
So his hedge fund lost plenty in 2015, made some of it back in 2016 (as oil made its first turn), and lost 
some more in 2017, during which he watched a few billion dollars from his patient, thoughtful investors 
knock down the door on their way out.  
  
An aside.  When a young investment guy entered the business a long time ago, one of the signs scrutinized 
by the market’s clever people, as they peered into their crystal balls, was the behavior of the “small 
investor.”  The idea was that poor, unsophisticated “small investors” could be counted on to sell 
at the bottom, when they should be buying; and buy when the sky was about to fall.  In other words, they 
were stupid, and clever folks could make easy money by watching their misguided actions and simply 
doing the opposite.  This kind of notion is always popular, because we’re all inclined to feel we’re 
in the “clever” elite, and there are obviously great crowds of people who don’t think as well as we do.  
  
We don’t hear as often, these days, about the “small investor contrary indicator” theory, possibly because 
a few serious studies have shown that, in actual fact, small investors mostly do the right thing at bottoms 
(holding patiently or buying more), and while they don’t sell much at tops, neither do most of Wall Street’s 
finest (and most famous.)  But in Outlook’s experience, if we had to pick a “sure to get it wrong” group, 
we’d be inclined to start with the “famous and prestigious” end of the spectrum, rather than the 
“complete unknown” end.  
  
Back to Mr. Hall, who wrote a kind of farewell letter to his remaining clients as he shut down his hedge 
fund.  The letter was an “Oops!  I got it wrong!” project, and Mr. Hall went into remarkable detail in 
analyzing global oil supply and demand—for a farewell letter, anyway—to show that now that he’s 
changed his mind about oil, from “raving bull” to approximately “bearish forever,” it should be obvious 
that he’s right.  
  
Unfortunately he’s wrong again, in Outlook’s opinion.  The odd thing about Mr. Hall’s “in depth analysis” 
of the oil picture was that his “No Hope for Oil” argument rested not on any keen new analysis, but 
on the most popular assumption shared by the entire crowd of oil bears, these past 3 years:  “Shale oil 
and fracking technology are here, hence cheap and vast oil supplies as far as the eye can see.”  
  
As a courtesy to Outlook readers, we won’t explore the pretty strong evidence against that assumption—
it would be “in depth analysis” indeed.  It amounts to this:  “Fracking technology is indeed wonderful, and 
has done remarkable things for U.S. oil production.  But it’s just not wonderful enough.  We all 
saw the “miracle” and, as we often do, we didn’t just recognize the real benefits, but let our imaginations 



run amuck.  When imaginations run amuck, they always run into the concrete wall of facts . . . 
eventually.  That concrete wall is built from facts which are summed up pretty well below: 
  

 
  

It’s a year-old slide from oil-driller Halliburton—but it hasn’t lost its clout.  The gray line, sliding and 
accelerating down toward 2020, is global oil production from current fields.  It “declines,” a lot, because 
that’s how all oil fields act, shale especially.  The expanding red gap, plus the modest white gap, 
shows the 20 million barrels per day of new oil supply needed to meet modestly growing global demand, 
as Halliburton sees the picture.  
  
20 million barrels per day is a lot.  All of OPEC produces around 33 million, U.S. shale about 7 
million.  In the past year, U.S. shale has recovered about one million barrels of daily production, from its 
depressed bottom in 2016, and its recovery is slowing down.  In the past 3 years (as Outlook has noted 
quite a bit), global spending to find new fields and to give old fields the constant boosts needed to ease 
their decline rates, has fallen 50% to 80%, depending on who is measuring.  That piper will be paid:  no 
spending today on exploration and development, falling global supply tomorrow.  (Meaning over the next 
few years, without the poetic license.) 
  
Mr. Hall’s main problem, in Outlook’s opinion, was an old one:  “The market can stay irrational longer than 
you can stay solvent.”  That old saying, of course, is aimed at people who always have trouble staying 
solvent:  like speculators and hedge fund managers gambling with borrowed money.  But what always 
makes investing something entirely different than gambling is that the market must face the facts 
on the ground sometime; it can’t stay “irrational” forever.  Mr. Hall (and especially his clients) just couldn’t 
wait.  We 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. 
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