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Size and Composition of the Sector: 

• The Market Cap of this sector as of 2/11/2022 is $3.53 Trillion, which consists of two 

industries: Energy Equipment & Services (195B) and Oil, Gas & Consumable Fuels 

(3.33T).  

• In the one-year percent change, the energy sector has gained 59.37% (as of February 12th, 

2022), which is by far the highest out of all the sectors. 

• The largest American companies by revenue include BP, Chevron, and Marathon (which 

we own). 

• The S&P 500 has the Energy sector weighted at 2.28% (as of February 12th, 2022) of the 

overall allocation, where the Wiseman Fund has Energy weighted at 3.11%. This means 

that we are currently overweighting our position in the energy sector currently at a time 

when energy is performing competively compared to other sectors. 

• In the past year, Energy Equipment and Services is up over 48% and Oil, Gas & 

Consumable Fuels is up over 60%. 

 

Business Analysis: 

• The United States is currently in the mid business cycle, but could enter the late stage 

relatively soon. Both energy and utilities are strong performers in this stage. If we are 

looking to increase weight in either of these sectors, now would be the time to do so. 

• Energy will always be in demand, as it is a staple that is necessary for sustaining life. As I 

have mentioned before, Europe is in a position where they are not producing enough of 

their own energy, and have purchased from American energy companies in large 

amounts. 

• The energy sector is reaching a point of great expansion. A report by the International 

Energy Agency saw demand for energy increase 5% in 2021, saying, “Renewables are 

expanding quickly but not enough to satisfy a strong rebound in global electricity demand 

this year… with almost half the increase met by fossil fuels”. At the end of January, our 

holding Cheniere Energy (LNG) set records by producing 5.1 billion cubic feet per day 

on consecutive days. 

 

Economic Analysis: 

• While only consisting of a small portion of both the S&P weight and our IMP weight, the 

Energy sector is a good sector to capitalize on while the timing is right, as demand for 

energy will always be there. The reason for the recent increased growth comes because of 

the increased demand from foreign markets, as well as dropping temperatures around the 

world increase the need for energy and heating. 
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• In the Energy sector, we own three securities. Cheniere Energy and TC Energy Corp. are 

both part of Energy Equipment & Services industry and Marathon Petroleum is part of 

Oil, Gas & Consumable Fuels industry.  

• Our holdings in the sector have been performing phenomenally over the past year; 

Cheniere has increased over 75%, and Marathon has increased almost 60%.  

• The Energy sector is known to be cyclical, and susceptible to the ups and downs of the 

business cycle. For this reason, I believe that the time to invest somewhat aggressively in 

energy stocks is sooner rather than later, so that we can sell and capitalize on our gains 

when the business cycle inevitably moves into the recession stage. 

 

Financial Analysis: 

• The average EPS for the Energy sector is $3.87 for the trailing twelve months. Revenue 

growth is 50.43%, ROE is 5.42%, ROI is 7.25%, and lastly the dividend yield is 4.10% as 

of February 12th, 2022.  

• While the average EPS for the Energy Equipment & Services was -$1.00, the EPS growth 

was 43.66%, which shows promise. However, with a ROE of -239.76% and an ROI of     

-1.67%, and a dividend yield of 1.75%, this industry has seen some difficult times. For 

this reason, I may recommend selling some of our holdings in this industry. 

• The EPS for the Oil, Gas & Consumable Fuels industry was $4.16, with an EPS growth 

of 725.19%. It has an ROE of 20.68% and an ROI of 7.78%, along with a dividend yield 

of 4.21%. Due to the strong growth of late, as well as the potential for future growth, I 

would recommend that if we were to increase our position in the Energy sector, that we 

focus on this industry. 

• I believe that we can make significant improvements to the results from the Energy sector 

by switching out an underperformer for a stock with better potential for growth over the 

next 2-3 years. 

Valuation Analysis: 

• The Energy sector returned an actual P/E ratio of 14.39 last year and is estimating a P/E 

ratio of 9.41. This is stable, and sustainable growth, as it reflects the overall success of 

the sector and not just fast-growing companies and stocks.  

• Comparing this to the S&P 500 of 25.14, it has a much lower ratio.  

• I believe that these valuations will yield us significant earnings considering the size of 

our holdings in Energy. Especially as we move into a position where energy is being 

demanded in large quantities from American companies, and at a time where the late end 

of business cycle is approaching in the near future, considering expansion of our energy 

holdings could capture excellent returns. 
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Recommendation: 

• I believe IMP should overweight this sector more than the S&P 500. Currently it is 

underweighted. I would recommend moving to a weight of around 3.5% of our portfolio. 

Increasing our position in Energy as we head into the later stage of the mid cycle would 

help us capitalize on the growth of the Energy sector, at which point we may consider 

selling as the United States economy would move towards a recession. While this 

increase is not very large in the grand scheme of things, it would move our sector in a 

great direction for the near future. 

• To do this, I would consider selling some or all of our hold in TC Energy, as I do not 

have a lot of confidence in the stock or the Energy Services industry. This would free up 

some of our funds and could allow for a larger purchase of a stock from the Oil and Gas 

industry of the Energy sector, potentially Chevron or something similar.  

• There are a couple risks with overweighting this sector, such as if the recession stage of 

the business cycle arrives earlier than expected. However, with the sector only making up 

a small percentage of our total portfolio, our holdings would be considered as more 

supplementary income as opposed to our portfolio’s top earners. Another risk to consider 

would be the potential of renewable energy, which will be something to monitor closely. 

However, I do not believe that this will become a pressing issue for quite some time. 

• For utilities, I would recommend underweighting that sector even more than we are  

currently. Utilities are down almost across the board of the last year, and every industry 

has struggled to perform. For this reason, I would recommend selling part of our 

Brookfield holding, which has steadily decreased in value over the last year, after 

reaching an all-time high in early 2021. This would allow us to salvage at least some 

capital from Brookfield, and reallocate these funds elsewhere, whether that be a properly 

researched stock from the Utilities sector or contribute it towards the Energy sector.  

 

 

 


