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Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

 

 

Source: Yahoo Finance 



During the review period, the Energy Sector performed better than the broad market 

(S&P 500). Since the start of the review period the Energy Sector has outperformed the 

S&P 500 and is currently outperforming the S&P 500 by nearly 6.5%. Analysts cite the 

reason for this outperformance to be, “…crude oil for May delivery was up 46 cents at 

$104.22 per barrel while May natural gas was up 19 cents to $4.72 per 1 million BTU.”1 

Analysts found that this rise was due to positive economic information in regards to 

employment: “…new applications for unemployment benefits close to a 6-1/2 year low, 

the latest sign the economy of the world’s largest oil consumer is gaining momentum.”2 

In recent news, companies saw an increase in institutional holdings. For example, 

Chesapeake Energy Corp (CHK) saw an increase in their stock price by almost 3% after 

their largest institutional holder, Southeastern Bank Financial Corporation, announced, 

“…it was more bullish on the company, citing its "substantial progress" since CEO Doug 

Lawler took over the firm.”3 

Some noteworthy news/events for the sector during the review period involve recent 

statements by the Pakistan officials. The Minister of State for Water & Power 

announced the offering of investment opportunities to foreign energy companies. He 

stated that, “The future of Pakistan Energy sector depends upon the success of these 

ongoing and future projects.”4 

In other news, Brent crude oil a major benchmark for price of oil in Europe, Africa, and 

the Middle East dropped. This was due to the United States, Russia, Ukraine, and the 

European Union’s efforts to end violence in Ukraine.5 These efforts correlated with a 

price drop because some risk was taken out of the market.6 
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(A-2) Big Sector Movers 

1 Month 

 

Source: www.sectorspdr.com 

Within the Energy Sector ETF (XLE) only three of the forty-four stocks experienced 

negative changes in the past month. Moreover, XLE experienced a 6.85% positive 

change over the course of the month. The two largest gainers in the past month include 

Anadarko Petroleum and Newfield Exploration which experienced a positive change in 

stock price of 20.36% and 19.08% respectively. The two biggest losers in the past 

month include Marathon Petroleum and Rowan Companies PLC which experienced a 

negative change in stock price of -3.91% and -2.97% respectively.  

Anadarko Petroleum recently settled a legacy claim against Kerr-McGee Corporation for 

$5.15 billion. News of the settlement instantly pushed the stock up by nearly 14.5%.7 

The claim involved environmental liability to clean up contaminated sites around the 

country.8 
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Newfield Exploration Co’s current stock price is trading over 30% higher than it did a 

year ago.9 The upswing in the stock price is due to the selloff of overseas assets and 

notable production growth outlook. Newfield expects to be a 100% domestic operator by 

the end of 2014.10 In addition, Newfield expects its assets in the United States to yield 

28% growth through 2016.11 

The negative impact on Marathon Petroleum’s stock price over the past month appears 

does not stem from any significant factors. The firm’s earnings were reported in January 

and the next earnings release is scheduled for May 1, 2014.12 There were two smaller 

news stories, however, that could have had some impact on Marathon Petroleum’s 

stock price. The first involved a Marathon employee suing Marathon for severe injuries 

sustained during an explosion at a refinery.13 The second was analyst downgrades from 

Wolfe Research.14 

Rowan Companies PLC experienced a negative change of its stock price by -2.97% 

over the past month. Rowan is an offshore driller and analysts have a pessimistic 

outlook on offshore drilling market: “Rowan Companies PLC was downgraded by 

equities researchers at Morgan Stanley from an ‘equal weight’ rating to an ‘underweight’ 

rating.”15 
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3 Month 

  

Source: www.sectorspdr.com 

 

The Energy Sector ETF (XLE) had more negative stock changes in the past three 

months compared to the one month. However, XLE experienced a 7.88% positive 

change over the course of three months which is higher than the one month. The two 

largest gainers in the past 3 months include Helmerich & Payne Inc. and Nabors 

Industries Ltd. which experienced a positive change in stock price of 29.41% and 

43.58%% respectively. The two biggest losers in the past month include Transocean 

Ltd. and Noble Corp Plc which experienced a negative change in stock price of -13.09% 

and -14.21% respectively. 

Helmerich & Payne Inc. has seen its stock price boosted by 29.41% in the past three 

months. The main factors that attributed to this increase are its earnings release on 

January 30th for Quarter Ending December 2013 and new drilling contracts. According 

to Reuters, the earnings release showed a 2.59% positive surprise for sales and 7.12% 

surprise for earnings (per share).16 The new drilling contracts were announced on 

March 6, 2014 and stated, “Helmerich & Payne will send 10 of its FlexRigs to 
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 http://www.reuters.com/finance/stocks/analyst?symbol=HP.N 
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Argentina…these contracts allow us the opportunity to continue our efforts to 

demonstrate the FlexRig value proposition in key markets around the world.”17  

Nabors Industries Ltd. had the greatest percentage increase in stocky price for the 

Energy Sector over the course of 3 months. Nabors 43.58% increase can be attributed 

to the positive surprises in its most recent quarter. For Quarter-Ending December 2013, 

sales had a positive surprise of 4.26% and earnings (per share) had a positive surprise 

of 27.51%.18 Also, analyst upgrades/upward analyst trends have been prevalent over 

the past three months for Nabors. Notable analyst upgrades came from Reuters, Jim 

Cramer, Morgan Stanley, and Zacks Investment Research.  

Over the course of 3 months, Transocean Ltd. has experienced a -13.09% decrease in 

its stock price. The reasons behind this stock price decline include analyst downgrades, 

fleet reports, and missed earnings reports. Notable downgrades/downward analyst 

trends for Transocean Ltd. stock came from Morgan Stanley, Reuters, and Yahoo 

finance. Moreover, Transocean Ltd. is an offshore driller and analysts have a 

pessimistic outlook on offshore drilling market. On April 17th Transocean released a 

Fleet Status Report which revealed to investors that their current ships are out of date 

compared to its major competitor Seadrill.19 Analysts have signified the old ships as a 

reason for their downgrade. In addition, Transocean Ltd. had a negative surprise in 

sales of 1.05% which accompanied with a growing short interest does not look 

opportunistic for investors. 20 

Noble Corp Plc experienced a -14.21% to its stock price over the course of three 

months. One reason for this stock price decline is due to the company forecasted 

tightening of rig contracts at the start of 2014; this created pressure on the stock to 

decline.21  In addition, Transocean Ltd. is an offshore driller and analysts have a 

pessimistic outlook on offshore drilling market. 
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(A-3) Two Largest Stocks in the Sector 

The two largest stocks in the sector are Exxon Mobil Corp. (XOM) and Chevron Corp. 

(CVX) who have an index weight of 15.91% and 12.97% respectively. Both Chevron 

and Exxon have been moving with the XLE. As of April 17th, Chevron has slightly 

outperformed the XLE while XOM has slightly underperformed the XLE.  

 

Source: Yahoo Finance 

On April 10th Chevron released its first-quarter interim update. This report covers the 

first two months of the quarter. Chevron expects to, “…post lower first-quarter earnings 

than the previous quarter”.22 The reason for the lower earnings include large currency 

conversion expenses and changes in asset impairment. Also, total production in 

Chevron’s upstream activities is expected to be below levels from Q1 of 2013.23 In legal 

proceedings, Chevron was found innocent in the $27 billion case involving operations 

that contaminated the Ecuadorian Amazon rainforest. On March 31st, Chevron was 

permitted by a U.S. District Court Judge to counter sue the law firm Patton Boggs who 

originally brought the Ecuadorian Amazon rainforest case against them.    

On April 4th Exxon Mobile agreed to be more transparent about the environmental 

impacts of its operations and products, “Under the agreement, the company will report 

on what risk shale gas production operations, including fracking, have on environmental 

issues like wastewater, air pollution, and methane emissions.”24 This is a huge step for 

Exxon as Exxon is considered to be one of the least transparent companies in regard to 

its fracking operations.  
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On April 7th a lawsuit was filed against Exxon Mobil. In the lawsuit Baton Rouge’s U.S. 

District Court claimed that, “…Exxon Mobil negligently produced and shipped more than 

5 million gallon of defective fuel from its Baton Rouge terminal to area gas stations.”25 

(A-4) Short-term (up to Three Months) Outlook of the Sector 

My short-term outlook for the Energy Sector is bullish. The Energy Sector as a whole is 

sensitive to the business cycle. The industry works in a more cyclical fashion. Weather 

and seasons play critical role with gasoline causing an increase in demand for gasoline 

in the summer. Moreover, when more people buy at the pump it is reflected in increased 

storage and transportation which in turn leads to more drilling and exploration. With the 

weather poised to improve as we move toward the end of spring and the beginning of 

summer I believe that the energy sector will also improve.  

The current success of the Energy Sector is not common for the sector in this stage of 
the business cycle: “Energy sector stocks also have lagged during the early phase, as 
inflationary pressures—and thus energy prices—tend to be very low during a recovery 
from recession. Each of these three sectors has failed to outperform the market in every 
early-cycle phase since 1962.”26 Moreover, with the Energy Sector outperforming the 
S&P500 and producing gains during a time when it should be seeing declines is a very 
bullish indicator. In conclusion, with these atypical gains and improved weather I have a 
very bullish outlook for the Energy Sector in the short term. 
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Section (B) Sector Holding Updates 

Company #1: EOG Resources, Inc. (EOG) 

Date Recommended: April 14, 2014 

Date Reevaluated: April 23, 2014 

Review Period: April 1, 2014 - April 17, 2014 

(B-1) Company Updates and Stock Performance 

Company Update 

Analysts from the Motley Fool  have cited, “EOG was a very early mover in America's 

two biggest shale plays; the Eagle Ford and the Bakken.”27 Due to these moves EOG is 

the largest crude oil producer not only in Texas but also in the United States.28  

WallStreet.com has mentioned the risks to EOG and other companies using fracking in 

the United States, “…a lot of environmental groups have expressed concerns over the 

impact hydraulic fracturing (fracking) has, and if they are successful in slowing down or 

stopping this method of extracting oil and gas, then EOG Resources will lose a lot of 

value.”29 

Through the review period analysts have shown bullish sentiment toward EOG stock. 

The Street Ratings Team labeled EOG resources as a buy based on, “…robust revenue 

growth, largely solid financial position with reasonable debt levels by most measures, 

solid stock price performance, impressive record of earnings per share growth, and 

compelling growth in net income.”30 Also the ratings team also believes that the stock 

will perform well in the future because it has no significant weaknesses.31 

The Seeking Alpha website and Business Week has cast a shed of doubt on the actual 

reserves of shale oil in the United States. The article mentions a debate in the 

methodology for estimating shale oil reserves in the United States. Moreover, if 

estimates are overstated EOG’s stock price and potential revenue could be hit hard.32 
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During the review period, the Energy Sector performed better than the broad market 

(S&P 500). Since the start of the review period the Energy Sector has outperformed the 

S&P 500 and is currently outperforming the S&P 500 by nearly 6.5%. Analysts cite the 

reason for this outperformance to be, “…crude oil for May delivery was up 46 cents at 

$104.22 per barrel while May natural gas was up 19 cents to $4.72 per 1 million BTU.”33  

Analysts found that this rise was due to positive economic information in regards to 

employment: “…new applications for unemployment benefits close to a 6-1/2 year low, 

the latest sign the economy of the world’s largest oil consumer is gaining momentum.34 

Earnings for EOG resources were reported on February 14, 2014 for year ended 

December 2013 and Q4. In this earnings report revenues for the fourth quarter 

exceeded analysts’ expectations by 1.30%. Earnings also exceeded analysts’ 

expectations by a surprise of 3.27%. The stock overall has seen a general increase 

since earnings was released. The next earnings report is to be released on May 6, 

2014.  

On April 16, 2014, EOG declared a dividend of 0.125 which resulted in a slightly lower 

stock price on that day of trading, but picked up again on April 17, 2014. 

Relative Performance 

At the start of the review period EOG, XLE, and the S&P500 performed relatively 

closely. However, following April 2nd EOG and XLE outperformed the S&P500. 

Moreover, EOG and XLE both finished the review period about 3.5% higher than the 

S&P500. Also, EOG and XLE moved closely together during the review period. 

                  
Source: Yahoo Finance 
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1-Year Price Chart 

 

Source: Yahoo Finance 

Over the course of the year, EOG has greatly outperformed the Energy Sector ETF 

(XLE) and the S&P500 Index. Moreover, EOG has experienced an over 76% stock price 

increase from April 22, 2013 to April 17, 2014 while the XLE and S&P500 increased by 

 (B-2) Valuations, Estimates, and Recommendations 

Original Ratio Analysis 

 

 



Re-evaluation Ratio Analysis 

Ratio Analysis Company Industry Sector 

P/E (TTM) 25.47 14.71 15.86 

P/S (TTM) 3.86 2.48 1.55 

P/B (MRQ) 3.63 0.58 1.70 

P/CF (TTM) 9.65 4.97 9.29 

Dividend Yield 0.49 1.81 3.67 

Total Debt/Equity (MRQ) 38.35 51.11 47.77 

Net Profit Margin (TTM) 15.17 11.52 8.51 

ROA (TTM) 7.59 2.87 6.28 

ROE (TTM) 15.31 6.22 12.27 

 

In the week that we have owned EOG there has not been many changes in Ratio 

Analysis. However, on April 16, 2014, EOG declared a dividend of 0.125 which resulted 

in a slightly lower stock price on that day of trading, but picked up again on April 17, 

2014. This low dividend resulted in a dividend yield decline of nearly 4%. In addition, the 

P/E (TTM), P/S (TTM), P/B (MRQ), and P/CF (TTM) increased for EOG in the past 

week. It also may be notable that ROA (TTM) and ROE (TTM) for the sector increased 

by nearly 41% and 31.5% respectively in the past week. 

Original Historical Surprises 

 

Source: Reuters 

Re-Evaluation Historical Surprises 



 

Source: Reuters 

No Changes in Historical Surprises 

 



Original Consensus Estimates 

Source: Reuters 

Re-Evaluation Consensus Estimates 

 

Source: Reuters 

In the past week, there have been positive changes to Consensus Estimates for 

quarter-ending June 2014 in both sales and earnings (per share). Sales saw an 

increase of 3.17 million (from 3939.70 million to 3942.87 million). Earnings per share 

increased by $0.01. These increases in consensus estimates is a bullish indicator for 

EOG.  



Original Estimate Revision Analysis   

 

Source: Reuters 

 

 

 

 

 

 

 

 

 

 



Re-Evaluation Estimate Revision Analysis 

 

Source: Reuters 

Last Week (Revenue) 

EOG has experienced four up revisions total (1 in quarter-ending June 2014, 1 in 

quarter-ending September 2014, 1 in year-ending December 2014, and 1 in year-ending 

December 2015) and zero down in revenue.  

Last 4 Weeks (Revenue) 

In the last four weeks, compared to the original estimates revision summary there was 

one additional down revision for revenue in the last four weeks for year-ending 

December 2014. 

Last Week Earnings (per share) 

In the last week, EOG has experienced 2 up revisions and 3 down revisions for quarter-

ending June 2014. For quarter ending September 2014 there were 2 up revisions and 4 

down revisions. For year-ending December 2014 there were 3 up revisions and 2 down 

revisions. For year-ending December 2015 there were 2 up revisions and 2 down 

revisions. The revisions this week were much different than last week with a majority of 

revisions being up while this week most of them were down. 



Last 4 Weeks Earnings (per share) 

In the last week, EOG has experienced 13 up revisions and 5 down revisions for 

quarter-ending June 2014. For quarter ending September 2014 there were 14 up 

revisions and 3 down revisions. For year-ending December 2014 there were 16 up 

revisions and 5 down revisions. For year-ending December 2015 there were 11 up 

revisions and 5 down revisions. Compared to the original estimates revisions summary 

there were 2 less up revisions and 3 more down revisions overall. 

 

Original Analysts’ Recommendations 

 

 

Source: Reuters 

 

 

 

 

 

 

 



 

Re-Evaluation Analysts’ Recommendations 

 

 

Source: Reuters 

 

In the current month, one analyst dropped from outperform to hold indicating a slight 

bearishness. The mean rating in last week’s analyst recommendations was 1.87 and is 

now 1.89. The Analyst Recommendations from a month ago are the same for both the 

original and re-evaluation. The Analyst Recommendations from 2 months ago currently 

has one less buy than the original. In the Analyst Recommendations from 3 months ago 

the original analysis had one more buy rating, one less outperform rating, and one less 

hold rating. Therefore, since the original report Analysts’ Recommendations have 

become more bearish but not significantly. 

 

(B-3) Technical Indicators 

10 & 50-day Moving Average 

6-Month 



 

Source: Yahoo Finance 

 

50-&200-day Moving Average 

 

 

Source: Yahoo Finance 



The two sets of technical charts have not changed much from the original report. 

Moreover, the two charts are essentially identical. The findings from technical analysis 

is supportive of my findings and suggests that CIF should continue to hold EOG as 

EOG is over-performing and there is no sign of a death cross. 

 

Section C 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

 
Recommendation 

 

 
Sell 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

EOG Resources, 
Inc.  

EOG April 14, 
2014 

April 23, 
2014 

N/A 113.42 
No 
Change 

88.77 
No 
Change 

    

Note: I believe that the Cougar Investment Fund should keep EOG over the summer 

because the company experiences greater revenues and earnings during the summer 

months. 
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