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OOOOilililil This commodity has become the focus 

of much of what has moved the markets 

over the past quarter.  Today’s Wall Street 

Journal (WSJ) is reporting that oil has fallen 

below $50/barrel for the first time since 

April 2009.  Just a few weeks ago, oil was 

well over $100/barrel.  The following, taken 

from Standard & Poors “The Outlook” pretty 

much sums up what is happening in the oil 

sector. 

“The U.S. is in the midst of an 

unprecedented surge in crude oil 

production.  In 2013, the country 

produced just shy of 8 million barrels per 

day. Projections are that by 2019, U.S. 

production will grow to 12 million barrels 

per day.” (December 29, 2014) 

There is an excess of oil production, coupled 

with an apparent declining demand 

domestically.  Prices fall when supply 

exceeds demand.  This has really hurt our 

energy sector holdings.  We have cut back 

on our energy holdings, but have maintained 

our positions in those companies that we 

feel will still be solid long-term holdings.   

As oil prices decline, there will likely be a 

reduction in production, leading us to 

equilibrium in supply/demand.  This should 

result in a firming of oil prices and a return 

to normalcy in the energy sector.  For most 

of our clients, the energy portion of their 

portfolios was well lower than 10%. The 

resulting decline in the energy stocks did 

impact our performance, but was limited to 

roughly a 2% decline in account values.   

The good news in all this is that most of our 

accounts still have a very nice return for the 

quarter and the year in spite of the hit taken 

on our energy holdings.  Also, with the 

decline in oil prices, the cost at the pump 

has also declined resulting in less money 

spent to fuel our vehicles.  This will free up 

dollars that may be used for other things, 

like increasing savings & investing, reducing 

debt, and, most likely, some additional 

discretionary spending. 

Since most companies rely on energy in 

some capacity, they will benefit from lower 

energy costs.  This, coupled with increased 

consumer discretionary spending, should 

lead to increased sales, earnings, increased 

share prices and even dividend increases. 

outlook for the new year 

As I am writing this on January 5
th

, the broad 

market averages are down 1.6%.  Not the 

way I would want to start out a new year.  

Most of my clients have been through this 

before, understanding that the stock market 

has historically resembled someone going 

up a staircase while spinning a yo-yo.  If you 

focus on the yo-yo, all you see is the up-

down-up-down… and lose sight of the fact 

that the overall progress has been upward. 

I expect that the 2015 stock market will 

resemble those that preceded it; that is, 

periods of positive growth followed by 

periods of share price corrections, but with 

an upward trend in market value.  The chart 

at the bottom of the page shows the DJIA for 

the past 20 years.  I have added the line to 

show the long-term trend.   

 

Considering the Y2K, the 9/11, the 2003 

collapse brought on by the bursting of the  

dot.com craze, and then the financial panic 

beginning in October 2007, the growth has 

been quite good, even for those who started 

in October 2007.  In spite of four major 

market selloffs, the trend has been markedly 

upward. 

Any time you have questions or concerns, or 

if wish to meet for a review, please do 

contact us.  The opportunity to be of service 

is appreciated.  

 


