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“Oil, an opportunity  
for the long term” 
Angelo Meda (Banor SIM): focus on those 
who restructured and believed in energy 
transition 
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“Oil stocks remain a long-term opportunity that, nevertheless, are currently suffering through a phase of 
uncertainty caused by lower demand due to the coronavirus. In addition, there are fears about slower global 
economic recovery than expected”, says Angelo Meda, Head of Equities at Banor SIM. These two aspects are 
combined with an increase in barrel production in two major producer countries, Libya and Iran, on the back 
of lower geopolitical risks. 

What is the forecast for the sector? 

“The fear that a second wave of the virus might again impact the economy. For now, recovery in the sector 
remains slow. The latest estimates by the EIA (US Energy Information Administration) do not see a return to 
2019 demand before late 2021. This would be thanks to the arrival of a vaccine that overcomes the pandemic 
and consequently helps the world economies to recover. Alongside a collapse in investments by major oil 
companies, this scenario would bring the market back into balance for the end of 2021 and into sharp deficit 
in 2022, with the need for the price of crude oil to return to around 60 dollars so as to stimulate investments”. 

Who benefits from this phase? 

“Many companies have initiated integrated strategies for some time now and are continuing work to 
streamline investments in the traditional areas in order to again focus on renewable energies and technology 
that makes it possible to reduce the carbon footprint of their production portfolio. The result is a continuous 
drop in the break-even point, which has reached a value of 40-42 dollars per barrel for Brent for the majority 
of integrated companies. This means that the current prices of crude oil are enough to pay dividends and 
investments without causing a period of debt”. 

How are you exposed on the sector? 

“At the moment, oil sector stocks represent one fifth of our equity component. We think that they are still 
an excellent opportunity, considering the risk/return ratio they offer and considering the generous dividends 
they pay, which are often far above the average for equity securities”. 

What is the forecast for the market? 

“It is difficult to define a specific outlook. There are various paths that the markets could take in the coming 
months. In general, we believe that, in order to determine the future performance of prices, it is essential to 
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monitor the trend in US inflation and the consequent monetary policy of the Fed, the US central bank, which 
has now set itself the objective to return to inflation. In the event that the American institution manages to 
bring the cost of living back above the 2% threshold, then the stock markets will be supported by low real 
interest rates and healthy economic growth, albeit lower than in the past. This scenario would help the value 
and cyclical sectors. In the case of bankruptcy, there are two hypotheses. The first would see the Fed behind 
the curve, with uncontrolled inflation above the warning threshold of 2%. This would be a very negative 
environment for the markets. On the other hand, if the Fed’s moves fail to bring up the cost of living, then 
the markets would experience an additional push for growth stocks, at the expense of value stocks”. 
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