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The Elephant Graveyard. 
  

It’s always easy to feel that whatever the headlines are screaming, at the moment, must be the only thing 
that really matters in the world, at the moment.  If that were true, the world would be in big trouble . . . 
but, thank goodness, it’s almost never true.  At the moment, of course, we all naturally “feel” that nothing 
matters but politics, and the fate of the world (or at least the investment world) hangs in the balance.  A 
picture buried in the Wall Street Journal today was a nice reminder that Main Street builds and fixes 
problems all day, every day—not politicians.  

The Elephant Ship Graveyard 

 
  

A bit of the story: 
  

VesselsValue says 22 ore carriers have been sold for scrapping this year compared with 12 last 
year and only 2 in 2018. 10 cruise ships were sent to recycling this year after 9 were demolished 
over the previous two years combined. Car carrier demolitions stood at 28 this year, matching a 
2016 high in records dating to 2012.  Ship owners might expect to receive 10% to 20% of a vessel’s 
original value from the scrapyard. 
  



10% of value sounds pretty painful . . . unless one needs the cash.  The essence of the Journal’s story was 
that “they really need the cash.”  (Ship owners crushed by canceled cargoes and leases in the wake of the 
2020 Lockdown Calamity.)  
  
We’re very used to roller coaster rides, at Outlook, since we own and generally like “value” stocks—where 
the underlying business is dealing with some Big Problem, and where the market has no interest in waiting 
for them to fix the Problem—no matter how often history tells us they do just that.  But our roller 
coasters—companies like Caterpillar, Freeport, Conoco, Micron and friends—tend to feel like placid floats 
on a duck pond compared to the shipping companies and their stocks.  Investing in shipping is not for the 
faint of heart.  
  
Yet the most Golden of all Outlook’s Rules applies in spades to shipping:  “The cure for low prices is low 
prices.”  That’s the cure, up there—blowtorches, sledgehammers, wrecking balls and all—being applied 
to luxury cruise ships, container ships, and iron ore carriers.  (Possibly not the tugboat at the far right, 
though it doesn’t seem to be in a happy position.)  
  
Here is one more picture, which we might label “Depression at the Shipyards.”  It shows global orders for 
new ships falling off a cliff years ago, and no change on the horizon. 
  

 
  

Looks a lot like some other charts we’ve seen, doesn’t it?  Spending on new oil exploration and spending 
on new copper mines have been wallowing in the same kind of graveyard.  The eventual consequence—
higher oil prices, higher copper prices and higher ship prices—are certain.  As always, the hard part is that 
word, “eventual.”  In oil and copper, we’re suddenly finding it easier to believe in the meaning of that 
word.  We have no money for shipping, at Outlook, but we’ll be making a great deal of money in copper 
and oil, because our companies have taken the same kinds of actions which created that Elephant 
Graveyard, up there. 
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