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CIF Sector Update Report (Spring 2015) 

Sector: Energy     

Analysts: Jake Courtright Connor Proff 

Presentation Date: 4/24/15 

Review Period:  Start: 1/12/15  End: 4/20/15 

**Refer to Sector Update Report Guidelines for Definition of Review Period** 

Section (A) Sector Performance Review 

(A-1) Sector Performance Relative to SP500 

 

Sector Energy
Review Period

Start Date 1/12/2015
End Date 4/23/2015

Ticker Recommend CIF Current Beg. Stop-loss Target Capital Shares Current Perf. Vs. Perf. Vs.

Date Y/N Price Price Price Price Gain Held Value ETF SP500

S&P 500 $INX 2107.96 2028.26 3.93%

Sector ETF XLE $81.93 $74.16 10.48% 2215 $181,474.95 6.55%

Current Holdings

Kinder Morgan KMI 3/4/2015 N $44.07 $41.61 $35.00 $47.50 5.91% 0 $0.00 -4.57% 1.98%

Conoco Phillips COP 4/13/2015 N $67.88 $63.07 $56.55 $76.51 7.63% 0 $0.00 -2.85% 3.70%

The rest of the  spreadsheet is calculated automatically

Please  read "Sector Update  Guidelines" document carefully

Cougar Investment Fund Sector Performance Review Spreadsheet Template

Please download and save this template to your own storage device

You only  need to  input values to  ce lls highlighted in "yellow"
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How did the sector perform relative to the broad market (SP500) during the review period? 

What might have caused the out-/under-performance of the sector in relation to the broad 

market? You should weigh in macro, sector/industry, and company-specific factors that might 

have contributed to sector’s out-/under-performance 

The energy sector ended the review period quite a bit higher than the overall market. Previous 

to the review period the XLE underperformed the market, but now it has managed to match 

and outperform the overall market over the last 3 months. One thing that helped the sector 

begin to match and perform better relative to the market is the leveling off of oil prices and the 

end of the sharp decline in oil. The fact that oil prices have merely leveled off and not risen 

again is perhaps a factor that is keeping the sector from even better performance. Energy 

companies that have business outside of oil production have been a large help in keeping the 

sector up during this tough time for oil. 

 

What are some of the noteworthy news/events from the sector during the review period? 

These news/events can be either specific to the company or relevant to the industry/sector 

During the review period we saw oil halt its’ plummet. Also a strong dollar hurt some US based 

companies but helped overseas companies such as ENI. Many energy companies, especially oil 

companies, cut large numbers of jobs in the wake of oils drop. Companies like Kinder Morgan 

are looking you expand their natural gas business to offset losses on low oil prices. Clean energy 

investments dropped 5% in Q1 ’15.  
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(A-2) Big Sector Movers 

Identify two largest sector gainers and two largest sector losers (exclude stocks 

recommended in this class) of the recent 3 month.  

 

 

 

What might have contributed to big price moves in the period examined (recent 3 month) of 

each of the named big gainers/losers?  

The biggest winners for the period were NFX followed by VLO. NFX had a nice spike in price 

following good earnings on Feb 24. NFX also had Citadel increase its stake in the company by 

3.39 million shares in February. VLO had several upgrades from analysts mid February that may 

have helped the stock price. ESV is a drilling company that has been getting hit hard by the low 

oil prices, which research shows is the main factor to the stocks poor performance that put it 

and CHK as the biggest losers for the period. CHK made huge capex cuts, is operating with less 

than half the rigs it did last year, and has been downgraded by several analysts. 

 

(A-3) Two Largest Stocks in the Sector 

Identify two stocks with the largest weight (exclude stocks recommended in this class) in the 

sector ETF.  
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Highlight noteworthy news, announcements, or events relevant to the two stocks that took 

place in recent 3 months. 

The two largest stocks in the sector are Exxon and Chevron. Exxon announced that they expect 

capex to fall but production to increase in the future. An Exxon Mobile refinery exploded mid 

February in California. Profit numbers for Exxon in early February were down 21% due to falling 

production. Chevron suspended a large share-repurchasing plan “given change in market 

conditions”. Chevron took part in budget slashing that spanned the entire sector. Chevron was 

put on a list of companies that may be next in the energy sector M&A game. 

(A-4) Technical Indicators of the Sector ETF (“Moving Average” and “Relative Strength Index” 

from https://www.google.com/finance?tab=we) 

Short-term moving average and relative strength index indicators 

 

https://www.google.com/finance?tab=we
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Long-term moving average and relative strength index indicators 

 

Any golden or death cross on either set of moving average chart? Any “oversold” or 

“overbought” signal from RSI? Do these technical indicators signal bullish or bearish 

sentiment on the sector?  

In the short term chart, the is a golden cross that we are coming off of in early April which is a 

good sign for some short term upward momentum. Lon term there was a golden cross that we 

are still riding off of from back in 2011, but after the big drop in oil prices the short term line is 

drifting back towards the 200 day line. In terms of RSI, in the short term chart it is up around 

70% and was recently as high as 95% indicating that the sector may be overbought and due for 

a correction. In the long term chart the RSI is currently in the middle at 55%, so long term the 

sector is looking to be fairly priced. 

 

(A-5) Short-term (up to Three Months) Outlook of the Sector 

What is your short-term (up to three months) outlook of the sector? Provide arguments in 

support of your view.  

For the next three months we believe that the energy sector is anybody’s game. There are 

several positives however. The technical indicators are fairly positive, with some upward 

momentum showing in the short term. Oil prices have seemed to have halted their plummet, 

and while they aren’t rising back to previous levels, prices are making some upwards progress 

from the bottom of the oil crash. While long term the energy sector looks to be a winner, we 

believe that the sector will take thee positives and build them over the next few months as the 

market adjusts to new price levels and gears up for and upward surge. As long as the market 

continues to perform and oil prices don’t crash even further, we should see some positive 

performance from the energy sector as it fights back from its current slump. 
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Section (B) Updates on Stocks recommended 

Stock #1: Kinder Morgan (KMI) 

Date Recommended: 03/06/2015 

Date Re-evaluated:   04/22/2015 

(B-1) Company Updates and Stock Performance 

Company Update 

Update what happened to the company during the review period.  

 

Kinder Morgan has announced a 4.4% dividend yield. On par with earlier sentiments that they 

intended to increase it following its last earnings announcement 

 

It faces an upcoming lawsuit in which it now owns both parties since the suit was filed so it 

should have no effect. 

 

They have a pipeline facing fierce opposition in Vancouver on its Trans Mountain expansion 

project that should be approved.  

 

*** Note: see Sector Update Report Guidelines for requirements ***  

Relative Performance 

Review and comment on performance of Stock #1 over the review period relative to sector 

ETF and SP500.  

*** Note: see Sector Update Report Guidelines for requirements *** 
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3- Month Stock Price Chart 

 

Kinder Morgan has performed between the sector ETF and the S&P500. It has gained 4.26% 

over the past 3 months while the ETF has made 5.32% return. This is largely because the Energy 

Sector has performed very poorly in the earlier January while KMI took a less steep decline due 

to the midline position of pipelines and fee based revenue that has less sensitivity compared to 

bottom or top of the supply chain.  

 (B-2) Valuations, Estimates and Recommendations 

Valuations  

Original Analysis (03/06/15) 

Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of Stock #1, industry, and sector 

from the original stock report, “ratio analysis” section (Module A) (on Angel) 
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Re-evaluation Analysis 

 

 

 
 

Comment on the changes; comment also how current forward P/E differs from current P/E 

(TTM) 

All the valuation ratios have increased. P/B has doubled since the initial valuation and KMI price 

to sales increased while its industry declined in the same period. This reflects the turn around in 

the oil market fairly well as sales declined and companies cut cap ex to maintain earnings and 

continue a stable dividend growth for KMI in particular.  

 

Consensus Estimates 

Original Analysis (03/06/15) 
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 Re-Evaluation Analysis  

 
Comment on the changes 

At the time of our initial presentation we were reporting a month after its last earnings date so 

revisions were non-existent at the time. They recently reported q1 2015 earnings last week and 

so lots of activity took place in the weeks leading up to and after as oil speculations were 

rampant and the stock had mixed results. It overall reflected a bearish sentiment on the q1 

earnings due to a large miss on its top line while meeting its bottom line estimates.  

Consensus Estimate Analysis 
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Re-Evaluation Analysis  

 
Comment on the changes 

 

Analysts decreased short term sales estimates but increased the long term estimates by quite a 

bit. They also increased expected Earnings for the short and long term showing that Kinder 

Morgan has protected itself well against the recent oil price decline and they intend to provide 

consistent value to investors as a high dividend company.  

 

Analysts’ Recommendations 

Original Analysis (03/06/2015) 
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Re-Evaluation Analysis  

 
Comment on the changes 

 

Analysts have been more bullish recently compared to when we recommended it. The stock 

now has 2 more analysts covering the stock and rating it a buy compared to when we 

recommended it. 

 

(B-3) Technical Indicators (Module I4 from stock research report)  

*** Note: see Sector Update Report Guidelines for instructions *** 

Short-term technical indicators 

Copy/paste 10- & 50-day moving average (MA) technical analysis chart with relative strength 

index (RSI) as the bottom panel 
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Long-term technical indicators 

Copy/paste 50- & 200-day moving average (MA) technical analysis chart with relative 

strength index (RSI) as the bottom panel 

 
 

 

 

Any golden or death cross on either set of moving average chart? Any “oversold” or 

“overbought” signal from RSI? How have the two sets of technical charts changed from the 

ones in the original report?  Are findings from technical analysis supportive of your other 

findings?  

For short term moving average we see the 10 day SMA moving back above the 50 day which Is a reversal 

compared to the initial report, which is a sign of its upward momentum for the stock. Long term is hard 

to get a fix on because pricing information of the stock only goes back 4 years. But the small technical 

lines that we can see on the long term chart show the 50 SMA line moving away from the 200 SMA line 

which is a sign of upwards momentum. We anticipated the long term momentum to pick the stock back 

up in the initial report and it has performed as predicted. These findings back up the analyst estimates 

changes and other info from above. 
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Stock #2: Conoco Phillips COP 

Date Recommended: 03/06/2015 

Date Re-evaluated:   04/22/2015 

(B-1) Company Updates and Stock Performance 

Company Update 

Update what happened to the company during the review period.  

 

Conoco Phillips has sold off U.S. Assets recently to recoup losses from the slump in prices and 

no longer profitable fields.  

They also have cut back on jobs and cap ex as they try to stay ahead of cuts in revenue to 

maintain their bottom line.  

 

*** Note: see Sector Update Report Guidelines for requirements ***  

Relative Performance 

 

3- Month Stock Price Chart 

 

COP has underperformed the market the sector ETF consistently over the past 3 months while 

flipping back and forth with the S&P. This data is slightly misrepresentative however as January 

saw steep declines and oil stocks have rebounded as oil prices leveled off then increased 

slightly.  
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 (B-2) Valuations, Estimates and Recommendations 

Valuations  

Original Analysis (03/06/15) 

Copy/paste P/E (TTM), P/S (TTM), P/B (MRQ), P/CF (TTM) of Stock #1, industry, and sector 

from the original stock report, “ratio analysis” section (Module A) (on Angel) 

 
 

Re-evaluation Analysis 

 

 
 

 

Comment on the changes; comment also how current forward P/E differs from current P/E 

(TTM) 

COP has continued to increase on par with increases in the sector and industry ratios. Nothing 

special really stands out except the P/E being consistently much lower than the industry 

reflecting the lack of investor confidence and cheapness of the stock compared to competitors. 
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The company is still performing closer to the sector and the bigger integrated companies 

instead of the more focused diversification strategies of its industry and is currently stuck in 

between as it transitions.  

 

Consensus Estimates 

Original Analysis (03/06/15) 

 

 Re-Evaluation Analysis  

 
Comment on the changes 

At the time of our initial presentation there were very few revenue revisions while earnings had 

a strong bearish sentiment with 9-11 downward revisions compared to only 1-3 upward ones. It 

has continued this trend with that number increasing to 15-17 downward revisions in the last 4 
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weeks and 4-8 downward revisions in the last week alone with only 1-2 upward revisions to 

earnings in the past week.  

Consensus Estimate Analysis 

 
Re-Evaluation Analysis  

 
Comment on the changes 

 

Analysts decreased short term sales estimates but increased the long term estimates by quite a 

bit. They also increased expected Earnings for the short and long term showing that Kinder 

Morgan has protected itself well against the recent oil price decline and they intend to provide 

consistent value to investors as a high dividend company.  
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Analysts’ Recommendations 

Original Analysis (03/06/2015) 

 

 

Re-Evaluation Analysis  

 
Comment on the changes 

 

Analysts have not changed their positions since our presentation. One analyst that rated it a 

hold has stopped coverage of the stock.  
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(B-3) Technical Indicators (Module I4 from stock research report)  

*** Note: see Sector Update Report Guidelines for instructions *** 

Short-term technical indicators 

 
Long-term technical indicators 
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Any golden or death cross on either set of moving average chart? Any “oversold” or 

“overbought” signal from RSI? How have the two sets of technical charts changed from the 

ones in the original report?  Are findings from technical analysis supportive of your other 

findings? 

It faced a golden cross in the long term in 2011 and has consistently had short term averages 

above its 200 day average. In the short term it has fluctuated rapidly and had many golden and 

death crosses as it was exposed to high volatility and shorts on oil and the stock. The RSI 

indicates that it hasn’t been oversold or overbought recently. Since our report its short term 

average has overtaken its long term in the early part of April. This is supportive of the lack of 

revisions and hesitation on oil prices in the future that would impact performance greatly.  

 

 

Section (C) Update Stock Recommendations 

(C-1) Update on Stock(s) CIF Did Not Buy 

Based on your sector update research, would you have recommended a “buy” or a “do not 

buy” on the stock? Provide justifications to support your recommendation for each stock CIF 

did not buy. Repeat if more than one stock 

Both our stocks, KMI and COP, were not purchased by CIF. For COP we would still 

recommend that the CIF not buy the stock. Analyst recommendations are still not the most 

positive, and the company is still positioned to be hit hard by the low oil prices and could drop 

more if prices fall again. In order to be able to buy the stock we would like to see it drop below 

its 52 week low (60.57) so we could scoop it up from its bottom. As of right now we just cant 

recommend a stock that is positioned to be hit so hard by these low oil prices due to a short 

investment horizon. In the long term as oil prices rebound it will surely recover but it is not a 

good fit for our portfolio objective. 

 

For KMI we continue to recommend a buy. They are a midline company and aren’t as 

affected by the drop in oil prices as they source most income from fees for using their pipelines 

and storage facilities and not on oil sales or extraction itself. Analysts are still positive and the 

institutions are still at a net buy. Since we recommended the stock on the 5th of March, KMI has 

risen $3 and has made good progress towards our target price. It is also set to issue a $.48 cent 

dividend around the 28th. If we were to recommend a buy again we would most likely raise the 

target price and stop loss so they are still +/- 15%. Overall we think KMI is well positioned to 

have some more positive performance.  
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Provide summary of your recommendations in the following table 

 

 

 

 

 
 

Company Name 

 
 

Ticker 
Symbol 

 
Date 

Recommended 

 
Date Re-

evaluated 

Recommendation 

 
As Is 

Adjust 
“Target 
Price” 

Adjust 
“Stop-

loss 
Price” 

Adjust 
“Limit 

Buy 
Price” 

Sell/  
Do Not 

Buy  

Kinder Morgan KMI 3/5/15 4/22/15 Buy $51 $37   

Conoco Phillips COP 4/13/15 4/22/15 DNB     

         

         


