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MA N A GEMEN T  C OMMEN TA RY  

In a market environment marked by an across-the-board 

decline in all assets considered cyclical, Sextant Peak Oil fell 

heavily, by 23% in the third quarter. Faced with the apparent 

inability of the European authorities to take the initiative and 

calm fears of sovereign defaults which could endanger the 

euro and the global economy, the shares of oil producers and 

oil service companies collapsed, far more than the price of WTI 

(-12% in euro terms), even though the Brent oil price remained 

almost insensitive to the current financial concerns. 

In a context of sustained global demand, the situation in the oil 

market remains very tight, given that Libyan output has 

disappeared and for the past month there has been an 

embargo on Syria's exports. 

Our conviction regarding persistently high prices in the long 

term remains intact. As in 2008, a fall in the oil price below $70 

would cause a rapid collapse in global investment and severe 

shortages at a time when the two most populous countries on 

the planet are set to consume more and more oil. In recent 

years, the Chinese economy has been boosted by its exports 

and investment in its infrastructure, at the expense of domestic 

consumption, so that China consumes more than 40% of the 

world's copper, but only 10% of oil. Part of the solution to 

global imbalances lies in an increase in Chinese consumption. 

This rebalancing trend seems on the verge of accelerating. 

Moreover, political and social demands in the Gulf countries 

further reduce the budget leeway of OPEC, which will probably 

have to defend a higher price than in the past. 

While we have no control over volatility in the sector, our 

portfolio is ready to profit from the opportunities that would be 

offered by a further decline in oil prices. No company in the 

portfolio is over-indebted, and many of them, on the contrary, 

have a balance sheet that would enable them to profit from the 

difficulties faced by their peers. It is always in times of severe 

stress that the best deals can be made, and as Rockefeller 

said in 1884: "Hope if crude oil goes down again…our 

Executive Committee will not allow any amount of statistics or 

information… to prevent their buying. We must try and not lose 

our nerve when the market gets to the bottom as some people 

always do." "We will surely make a great mistake if we do not 

buy." (*) 

The producers' valuations are already extremely attractive, 

most factoring in an oil price of between $60 and $70 in the 

long term. In oil services, the industry leader Halliburton, after 

falling 40%, saw its 2012 PER down to 8, even when its 

leadership in North America is just getting stronger.  

During the quarter, we took advantage of the significant market 

decline to build up positions in the stocks that we think offer 

the best potential based on our scenario of a long-term oil 

price of $80. For example, we added to our purchases of 

Hess, an independent US company whose valuation factors in 

a long-term oil price of only $60. Although the company has 

suffered a few exogenous shocks (temporary loss of its Libyan 

production, momentary halt in production on one of its North 

Sea platforms, hostile weather conditions in the United States 

holding up its drilling programme, etc.), the impact on the 

valuation is insignificant, whereas the share price lost 30% 

during the summer. We also bought shares in Whiting 

Petroleum, and initiated a position in Arcan Resources, a 

Canadian company starting operations on the Beaverhill Lake 

field in Alberta. The unsolicited build-up of a stake in its capital 

by the market leader Crescent Point Energy reinforced our 

confidence in the quality of Arcan's assets. 

At the same time, we lightened up our position in Baytex, 

following a fine outperformance, and in Prosafe, whose 

defensive profile played its role perfectly in recent months. The 

position in Pacific Rubiales was also trimmed. 

PERFORMA N C E  

 
Sextant 

 Peak Oil 

MSCI World AC 

(in euros) 

MSCI World AC 

Energy (in euros) 

1 year -15.03% -6.86% -0.24% 

2 years 0.53% 6.38% 6.26% 

3 years -11.00% -0.43% -6.85% 

2011 -28.94% -15.65% -15.84% 

2010 29.69% 18.39% 17.44% 

2009 73.18% 28.04% 19.64% 

2008 -57.92% -40.99% -36.61% 

* Sextant Peak Oil was launched on 17 December 2007 

Note: Past performance is not necessarily a guide to the future results of 
the Fund; performance may vary over time. 

MA IN  IN V ESTMEN TS  

Name 

% of 

net 
assets 

Country Sector 

Entrepose 9.41% France Oil services: specialized 

TGS 8.07% Norway Oil services: specialized 

Bellatrix 7.79% Canada Independent oil companies 

Hess 7.09% United States Independent oil companies 

Whiting 5.70% United States Independent oil companies 

Prosafe SE 4.94% Cyprus Oil services: specialized 

Noble Corp 4.78% United States 
Oil services: platforms (onshore 

and offshore) 

Halliburton 
Co 

4.68% United States Oil services: diversified 

Schlumberger 4.55% United States Oil services: diversified 

Silverbirch 4.53% Canada Oil sands 

(*) From "The Prize", Daniel Yergin. 
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GEOGRA PH IC  A LLOC A T ION  OF  IN V EST ED  A SSETS  

  

SEC TOR  A LLOC A T ION  OF  IN V EST ED  A SSET S  

 

ALLOC A T ION  B Y  MA RKET  C A P ITA L I ZA T ION  
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