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Oil: Mid-year Outlook 

 
In January 2015, I wrote an article on my bullish outlook on oil. Since then, WTI oil prices have moved from the 
US$40s to approximately US$59 per barrel today; see chart below.  
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Source: Macrotrends 

 
The sharp decline in the WTI oil prices from US$106 to US$45 per barrel in early 2015 has prompted most of 
the major oil companies to cut their 2015 spending budget and jobs. Three factors, I believe, resulted in this 
price drop – 1) the strong appreciation of the US$, and 2) buildup of inventory by the end of 2014, as supply 
exceeded demand, as shown in the chart below, and 3) OPEC’s (Organization of the Petroleum Exporting 
Countries) decision to maintain their oil supply.  
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Historically, during times of low oil prices, OPEC has reduced supply to keep prices from dropping too low. 
However, they were reluctant to do so this time primarily because of the growing significance of the US in the 
global oil supply. Notice the strong growth in US production in the table below. The US is now the third largest 
producer behind Russia and Saudi Arabia.   
 

CAGR

2008 2009 2010 2011 2012 2013 2008 - 2013

Russia        9,357        9,495        9,694        9,774        9,922       10,054 1.4%

Saudi Arabia        9,261        8,250        8,900        9,458        9,832        9,693 0.9%

United States        5,000        5,350        5,482        5,645        6,497        7,441 8.3%

China        3,790        3,796        4,078        4,059        4,085        4,164 1.9%

Canada        2,579        2,579        2,741        2,901        3,138        3,325 5.2%

1000's Barrels / Day

 
 

Source: EIA 

 

We continue to believe that the strong reliance on oil by OPEC members will prompt them to reassess their 
decision to maintain supply. More than 50% of the Gross Domestic Product (“GDP”) of Kuwait and Libya come 
from oil. Oil accounts for more than 40% of Saudi Arabia’s GDP. Also, if oil is not above US$60 - US$70 per 
barrel, a significant portion of the shale production in the US will need to be suspended. Since shale oil 
production accounts for almost 50% of US production (3 - 4 million barrels a day), we may see a major decline 
in oil production if oil prices remain low. The excess capacity of OPEC will not be able to offset the loss of 
production. As shown in the chart below, the current excess capacity is just over 2 million barrels a day.  
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We maintain our positive outlook on oil and expect prices to surpass the US$65 – US$70 per barrel range by the 
end of the year.  
 

 
 

Daniel Iwata, BA, Dip. Fin. Mgmt. 

Equity Research Associate 

 

Neulion Q1 Revenues Increase 61% 

 
When we last mentioned Neulion (TSX:NLN) the company had recently acquired DIVVX and were quickly 
expanding their digital video broadcasting.   Neulion specializes in digital video broadcasting, distribution and 
monetization of video on demand. Customers include major professional sports including the NHL, NFL, NBA 
and UFC as well as other professional leagues.  They also have partnerships with the National Collegiate 
Athletics Association (NCAA) and stream television programming.   
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Q1-2015 revenues for the company were up 61% YOY to $21.7 million from $13.5 million in Q1-2014.  The 
large increase was due in part to the additional revenue from DIVX, which accounted for 36% of non-gaap 
revenue.  DIVX was acquired in January of 2014 for $64.5 million.  Revenue from Pro-sports reported a 24% 
increase for the quarter, with TV everywhere increasing 59% during the quarter.  However, college sports 
declined 13%.   In Q1-2015, Neulion expanded to deliver content for new sports including Major League Soccer 
(MLS), World Surf League and Tennis.  The company recently announced they had reached a new multi-year 
agreement with the Tennis Channel after a successful French Open broadcast, which saw streaming 
subscriptions grow 400% YOY. 
 
The company reported a net loss of $0.5 million in Q1, but expenses included merger and restructuring charges 
of $0.4 million and $0.9 million in income tax expense. 
   
We feel that digital streaming will continue to increase.  Neulion currently trades at a market cap of $412.3 
million with an enterprise value of $419.7 million.  We feel that given the expanding market, and growth, 
Neulion is well positioned to take advantage of the increasing digital video market.   
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truth or correctness.   There is no guarantee that our forecasts will materialize.   Actual results will likely vary.   Companies mentioned in this report may be covered by 
FRC under an issuer paid model or be candidates for coverage.  Distribution procedure:  our reports are distributed first to our web-based subscribers on the date shown 
on this report then made available to delayed access users through various other channels for a limited time.  The performance of FRC’s research is ranked by Investars.  
Full rankings and are available at www.investars.com.   
 
To subscribe for real-time access to research, visit http://www.researchfrc.com for subscription options. 
 
This report contains "forward looking" statements.   Forward-looking statements regarding the Company, industry, and/or stock’s performance inherently involve risks 
and uncertainties that could cause actual results to differ from such forward-looking statements.  Factors that would cause or contribute to such differences include, but 
are not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product 
lines/services; competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks 
discussed in the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators.  
By making these forward looking statements, Fundamental Research Corp.  and the analyst/author of this report undertakes no obligation to update these statements for 
revisions or changes after the date of this report.    
.    
Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS 
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE.   ANYONE USING THIS REPORT 
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO.    ALWAYS 
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST.   WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S 
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC.   ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR 
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN 
YOUR PORTFOLIO.    This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security.  It is not intended as being a 
complete description of the company, industry, securities or developments referred to in the material.  Any forecasts contained in this report were independently prepared 
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report.  Additional information is available 
upon request.   THIS REPORT IS COPYRIGHT.   YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION.   Please give proper credit, 
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report. 
 
The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity 
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