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We continue to maintain positions in various commodity producing companies 

because they remain attractively valued.  The attractive valuations serve as additional 

confirmation to us that the market has a much more complacent attitude about the “transitory” 

nature of the current bout of inflation than we do.   

The interesting part for many of the commodity markets to which our companies are exposed  

is the tightness of physical stocks combined with a lack of capital spending to drive future 

supply increases.  We showed you oil inventories in our 1st , and 

these balances have continued to drop to very low levels (see chart on next page).  It is 

interesting to note that this inventory depletion is happening in an environment with reduced 

Chinese demand due to their zero-COVID policy.  We continue to believe we will be using 

fossil fuels for the forseeable future and believe the following quote from Jeff Currie, the Global 

Head of Commodities Research at Goldman Sachs, on CNBC on October 3, 2022 clearly states 

Real Total Returns on U.S. Asset Classes Under Low, Moderate, and High Inflation Rates
November 1971 - November 2021 (same year total returns)

Source: The American Institute for Economic Research by Senior Fellow Richard M. Salsman, "The Impact of Higher Inflation of U.S. Asset Class Returns"
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the case: “At the end of last 

year, overall fossil fuels 

represented 81% of energy 

consumption. 10 years ago, 

they were at 82%. $3.8 trillion 

of investment in renewables 

moved fossil fuels from 82% to 

81% of overall energy 

consumption.”   

Other commodities are faced 

with a similar set of 

circumstances: low inventories 

(see chart below), low capital 

spending for future supply and 

projections of growing demand.  

In the case of copper, rapidly 

growing demand spurred by 

the push to further electrify the 

world is increasing the risk that supply falls short of demand.  We have reviewed two reports 

that were published in the last three months that point to the challenges of transitioning away 

from fossil fuels presented by the contraints in copper supplies, along with heightened demand 

for other metals and materials.  Anyone that is interested in these challenges should review 

these reports, which are freely available: “The “Energy Transition” Delusion: A Reality Reset” by 

Mark P. Mills of the Manhattan Institute and “The Future of Copper: Will the Looming Supply 

Gap Short-Circuit the Energy 

Transition?” by Daniel Yergin 

of IHS Markit.  Yergin 

estimates that copper demand 

will double between now and 

2035 in order to achieve the 

current climate goals of various 

world governements.  We 

believe that the modern 

economy will continue to rely 

on oil, gas, copper, steel, and 

fertilizers.  Your portfolios 

should benefit from their 

exposure to companies that 

contribute to the supply of 

these vital inputs.  
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