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There are slightly over 1 billion cars with internal combustion engines (ICE) today in the world, and the table below suggests that this figure 
is expected to rise to 2 billion before it peaks. Global automakers sell roughly 100 million cars a year, and they each stay on the road close 
to 15 years. So even if EV sales were to realize all of their potential by 2040 (50 million EVs sold vs 4mm sold in 2021), the turnover of the 
fleet would mean that demand for gasoline and diesel wouldn’t change much. As the emerging markets develop they will buy more cars, 
and no matter what the “experts” say EVs are nowhere near as cheap to purchase as gas cars, apples to apples.  EM countries will keep 
buying gas cars which will offset the quantities of EVs sold in the developed world, assuming they continue giving subsidies to buy the 
EVs.  As a side note, China has said they will eliminate all EV subsidies at the end of 2022.  We will see what happens to their sales mix 
of gas vs EV after that.   

Cars are, of course, a proxy for the broader economy, where oil products are literally woven in the fabric of our daily lives, so if even EVs 
change oil demand, albeit slowly, imagine how much slower it would be for other uses like jet fuel, plastics, road paving, etc.   
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Tangentially, the chart to the right shows how some less developed countries in Africa, 
on average, use less energy per capita than the average American spends ONLY on the 
energy for their refrigerator.  The point again is that the less developed nations desires 
for a better life are somewhat predicated on power, and their economic growth and power 
generation will overwhelm the decline from the more developed nations. 

To ram this point home, below is a table showing the Developed world vs the Emerging 
Market demand for oil.  As you can see Developed Market (DM) demand is flat over the 
25 years, while the EM demand is up 3.1%/yr.  That equates to total growth of 27mm 
barrels per day in EM over those entire 25 years.  More interestingly, if the growth rate in 
EM falls to only +2%/yr for the next 25 years, then DM demand for oil can fall by 60%, vs 
the recent peak in 2019, and total global oil demand still doesn’t fall overall.  All of this in 
an environment where reserves are falling dramatically and annual production seems on 
track to fall in the not too distant future. 

 

On to the next speed round switch.  Let’s quickly talk about the amount of cash in our International Portfolio, in light of the inflationary 
environment we are living, which presents us with a conflict.  One thing that we will never do is abandon our value discipline and in that 
respect, cash is merely a byproduct of not finding enough great investment opportunities.  That said, we understand that in an inflationary 
environment and rising market we are probably giving up returns, over the short to intermediate term, by not being fully invested.  With 
little to no inflation it is easier to sit on cash and wait for the “fat pitch” as Charlie Munger says.  With inflation this conflict is much greater 
but our disclipline will always win.   

We recognize that not everyone appreciates that we have generally held higher cash levels in the portfolio than others.  That said, I hope 
it is crystal clear that our discipline and patience should not be be confused with inactivity.  It is frequently during periods of overvaluation 
that we have the time to spend researching and learning about things that we didn’t have time for during more active investment periods.    

Further, we are big believers in optionality in a business.  Our portfolios are the same.  While we don’t seek to hold cash in any of our 
portfolios, when we do so, we are certainly not apologetic about it, as it is the residual of our process.  I believe that our valuation discipline 
makes us less emotional than others about the companies we own in the sense that value is of paramount importance and we are not wed 
to any of them.  However, if something becomes cheaper we hope everyone recognizes that it is undesirable to have to sell a cheap stock 
that is down in order to be able to buy a new company that is even cheaper.  So holding cash can be a useful tool in volatile market times 
and being able to act quickly on those opportunities as they arise.         

Further, our focus is on long-term returns.  We are believers that discipline to value is what ultimately generates the best returns over time.  
This is very different from trying to “time the market” as some attempt to do.  It is also different from being a relative value investor.  We 
don’t make any investment decision based on top-down predictions.  Investors like Stanley Druckenmiller seem to be great at that, but we 
readily admit that is not our forte so we don’t try.  While this makes perfect sense to us, I wanted to address the topic and related questions 
we periodically receive.  Others have noticed that holding cash has allowed us to take advantage of the downturns in late 2018, early 2020, 
and presumably we will do so again when the current uber-expensive market next takes a breather. 

To tie into my prior comments about many stocks having already fallen significantly, as cracks are emerging in a world with generally 
expensive stock valuations, it is interesting to note, and hopefully not surprising, that the cash in our International Portfolio has been 
decreasing accordingly.  We are, in fact, finding more companies trading at prices that are appealing to us and are taking advantage of 
those opportunities. 

Though genuine values remain scarce, especially among larger market capitalization companies, we are optimistic that our willingness to 
be patient will ultimately pay significant dividends. While a strategy of patience and preparation may be uncomfortable for many, we remain 

Use % of Tot Use % of Tot % Chg Use % of Tot % Chg Use % of Tot % Chg % of Tot % Chg Use
Developed Market Countries (barrels/day) 46.1 47.2% 40.3 45.5% -12.5% 45.3 54.1% 0.2% 44.8 64.9% 0.0% 19.0% 0.0% 18.5
Emerging Market Countries (barrels/day) 51.5 52.8% 48.2 54.5% -6.5% 38.4 45.9% 3.0% 24.2 35.1% 3.1% 81.0% 2.0% 79.1
Total 97.6 88.5 83.7 69 97.6

2020 2009-2019 1994-2019 2020-20452019
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convinced it is the best way to invest for the long run.  If holding no cash is the consensus choice, and as Margaret Thatcher once said, 
“Consensus seems to be the process of abandoning all beliefs, principles, values,” then we will go against the current, ebullient consensus 
and we will stick to our beliefs, principles and values. 

In conclusion, despite some downer tones in this commentary, I hope you have also seen the positive that even in an environment with 
arguably the most expensive valuations for equities of all-time, at least in the U.S., our global mandate allows us to look far and wide to 
find investment opportunities worldwide.  More importantly, we continue to find and buy excellent companies trading a deeply discounted 
prices which we believe will benefit our clients tremendously over the long run.   

Since I am an alumnus of UCLA, and a basketball fan, I will end with a great John Wooden quote, “I am just a common man who is true to 
his beliefs.”  In this case, the belief is that value stocks will continue to be the best place to earn better returns over the long run. 

Thanks again for your support.  

Mark McKinney  
Co-Portfolio Manager – Kopernik International Fund/Analyst  
Kopernik Global Investors, LLC  
January,  2022 
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Important Information and Disclosures 
The information presented herein is confidential and proprietary to Kopernik Global Investors, LLC.  This material is not to be reproduced in 
whole or in part or used for any purpose except as authorized by Kopernik Global Investors, LLC.  This material is for informational purposes 
only and should not be regarded as a recommendation or an offer to buy or sell any product or service to which this information may relate. 
 
This letter may contain forward-looking statements. Use of words such was "believe", "intend", "expect", anticipate", "project", "estimate", 
"predict", "is confident", "has confidence" and similar expressions are intended to identify forward-looking statements. Forward-looking 
statements are not historical facts and are based on current observations, beliefs, assumptions, expectations, estimates, and projections.  
Forward-looking statements are not guarantees of future performance and are subject to risks, uncertainties and other factors, some of 
which are beyond our control and are difficult to predict. As a result, actual results could differ materially from those expressed, implied or 
forecasted in the forward-looking statements.  
 
Please consider all risks carefully before investing. Investments in a Kopernik strategy are subject to certain risks such as market, investment 
style, interest rate, deflation, and illiquidity risk. Investments in small and mid-capitalization companies also involve greater risk and portfolio 
price volatility than investments in larger capitalization stocks. Investing in non-U.S. markets, including emerging and frontier markets, 
involves certain additional risks, including potential currency fluctuations and controls, restrictions on foreign investments, less governmental 
supervision and regulation, less liquidity, less disclosure, and the potential for market volatility, expropriation, confiscatory taxation, and 
social, economic and political instability.  Investments in energy and natural resources companies are especially affected by developments 
in the commodities markets, the supply of and demand for specific resources, raw materials, products and services, the price of oil and gas, 
exploration and production spending, government regulation, economic conditions, international political developments, energy conservation 
efforts and the success of exploration projects. 
 
Investing involves risk, including possible loss of principal. There can be no assurance that a fund will achieve its stated objectives. Equity 
funds are subject generally to market, market sector, market liquidity, issuer, and investment style risks, among other factors, to varying 
degrees, all of which are more fully described in the fund’s prospectus. Investments in foreign securities may underperform and may be 
more volatile than comparable U.S. securities because of the risks involving foreign economies and markets, foreign political systems, 
foreign regulatory standards, foreign currencies and taxes. Investments in foreign and emerging markets present additional risks, such as 
increased volatility and lower trading volume. 
 
The holdings discussed in this piece should not be considered recommendations to purchase or sell a particular security. It should not be 
assumed that securities bought or sold in the future will be profitable or will equal the performance of the securities in this portfolio. Current 
and future portfolio holdings are subject to risk. 
 
To determine if a Fund is an appropriate investment for you, carefully consider the Fund’s investment objectives, risk factors, 
charges and expenses before investing. This and other information can be found in the Fund offering materials, which may be 
obtained by contacting your investment professional or calling Kopernik Fund at 1-855-887-4KGI (4544). Read the offering materials 
carefully before investing or sending money. Check with your investment professional to determine if a Fund is available for sale 
within their firm. Not all funds are available for sale at all firms.  
 
 


