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This commentary has nothing to do with science. I have simply noticed that people often yell “science” when I attempt to ask questions 
or raise an alternative view. So, I’ll just lead with the word meant to stop the debate, as odd as that must sound to a scientist since 
science is constantly evolving thanks to the introduction and testing of new ideas. Tobacco was the other idea for the commentary 
title. While tobacco kills us and fossil fuels keeps us alive, fossil fuels are certainly the “new tobacco” in terms of popular opinion. 
Tobacco companies are gold standard ESG companies now,i deflecting all their sins to the fossil fuel bad guys who try to keep us all 
from dying over the next six months, should fossil fuels truly be cancelled from our life today. Go figure.

Disclaimer: If you have an alternative view to what follows, please send it along. I promise we won’t cancel you or yell “science.” We want this 
to be the best kind of safe space – one where a calm and rational exchange of ideas can happen so we can all move forward. Alternative views 
should be celebrated because we all, including yours truly, spend too much time in our own echo chambers.

The public gets its information about energy, fossil fuels, climate and just about everything else from the media. Because most 
investors are also from the “public,” perhaps they get their information from a hodgepodge of media and other sources that reside in 
their preferred echo chamber. It’s hard to find people who have actually gone deeper by reading research reports, academic journals 
or books that could be considered remotely scientific. In a world of tweets, clips and cancellations, it takes effort to find depth or the 
counter point of view. 

We’ve discussed more than a few alternative points of view on the Canadian oil & gas industry in these EdgePoint Go West 
commentaries. We’ve happily highlighted the hypocrisy and empty virtue signaling that’s led us all to this very pleasing (so far) 
investment opportunity. For as long as our family and friends in Quebec and Atlantic Canada are forced, with no choice, to consume oil 
from a dictator who invades his neighbour or from countries around the world with little-to-no respect for the rights of women, their 
indigenous communities or the environment,ii we’ll help highlight an alternative view on this topic.  

When we launched this Fund in 2019, we cited a study on the top-10 oil countries in the world. It showed Canada’s number-one 
rankings for Peace, Democracy, Social Progress, Sustainable Development, Women & Security and Corruption amongst its peers: 

ESG scores among the top-10 oil and liquids producers
As at Dec. 31, 2018

Peace Democracy Social 
progress

Sustainable 
development

Women,  
peace, security Corruption Production 

(2018)

Canada 1st 1st 1st 1st 1st 1st 4th

Kuwait 2nd 5th n/a 8th 6th 5th 10th

U.A.E. 3rd 8th 4th 6th 3rd 3rd 8th

China 4th 6th 7th 3rd 5th 6th 5th

Brazil 5th 3rd 3rd 5th 7th 7th 9th

U.S. 6th 2nd 2nd 2nd 2nd 2nd 1st

Saudi Arabia 7th 10th 8th 7th 8th 4th 2nd

Iran 8th 9th 6th 9th* 9th 8th* 7th

Russia 9th 7th 5th 4th 4th 8th* 3rd

Iraq 10th 4th n/a 9th* 10th 9th 6th

In the above table, rankings reflect the relative ranking among the top-10 producers of oil and liquids in 2018; Production data: Energy Information Administration.

Source: Mac Van Wielingen, “Canada’s opportunity in Energy Leadership – Mired in misinformation and misunderstanding”. Accessed: November 29, 2019. https://
viewpointgroup.ca/wp-content/uploads/2019/11/Canadas-Opportunity-in-Energy-Leadership-Q4-2019-Mac-Van-Wielingen-Viewpoint-Research_r.pdf.
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Best to just bury our heads in the (non-oil) sand during this 
energy transition, I guess? Not us. A Canadian oil barrel should be 
the last barrel ever produced as the world transitions away from 
oil. We should stand behind our higher standards with pride and 
work to displace dirtier alternatives. But when investing, our job 
isn’t to create the world we think it should be, but to invest in the 
world we’ll likely have. The world is heading away from cleaner 
Canadian oil and creating more demand from other countries, 
with resulting higher prices in tow.

Smoke and mirrors

Here’s another take on our mainstream “media.” Don’t worry, we’re 
not saying it’s fake news, but we think platforms are run by people 
with their own agenda. In this case, the easiest way to prove you’re 
one of the good guys is by showing that there’s little hope for a 
sentiment change for the oil & gas industry. Don’t fret, negative 
sentiment is what gave us this investment opportunity in the first 
place. It’s what limits capital to the sector and it’s effectively the 
culprit for the high prices. 

Think back to last month when the French government, as part 
of its 2023 budget bill, stated it would stop providing export 
guarantees for new fossil fuel projects starting on January 1, 2023.
iii The week before the announcement, Emmanuel Macron, the 
President of France, was at the ribbon-cutting ceremony for a wind 
farm promoting the goal of being the first major nation to stop 
being reliant on fossil fuels through reduced energy usage, along 
with increased reliance on nuclear power and renewable energy.iv 

Of course, you already know that the media’s report on the 
announcement was something like this: “Why don’t other leaders 
take such a brave stance?” Or, “The moral integrity of this man is 
the model we need leading other western nations!” Or, “Did they 
fluff his hair to make it look windy?” 

But here’s what wasn’t talked about – does France even have 
an oil & gas industry?v Is France banning fossil fuel export 
guarantees equivalent to Nunavut banning banana exports? 
Did the press talk about how crude oil production, refining and 
transport is only about 25% of the total emissions per barrel of 
oil, but it’s the end-use combustion (in our cars, houses, etc.) 
that’s approximately 75% of the emissions?vi By banning its 
meaningless oil production, France will now need to produce 
more emissions to import oil from other countries to emit from 
its cars and home furnaces. Was there much talk about how the 
ban only applied to oil & gas exports, and that ghastly emitting 
oil & gas power plants weren’t covered under the bill? Summing 
it up, a courageous bout of virtue signalling that ends with the 

same emissions, more oil from nations with different values 
and a likely fossil fuel emission-blazing private plane ride for a  
photo-op at a coastal windfarm. Congratulations, Mr. Macron, for 
rightly assuming everyone is sleeping. 

The good news is that everyone is either just sleeping or sleeping 
well being a hypocrite. We don’t care either way – we invest based 
on what we see, not how things should be. The priority for most 
people involved in policymaking is that transitioning away from 
fossil fuels is simply more important than the hypocrisy. That’s 
fine by us and we won’t argue. Maybe they’re right.  

Smoking gun

But in the meantime, fossil fuels are still hated by those who 
emit them every day to, well, survive. This use of fossil fuels that 
shamefully keeps us alive, leads to approximately 80% of the 
emissions of a barrel of oil, but why should we blame ourselves? 
It’s the damn producers who force it on us, like overbearing drug 
dealers. Damn them and ban them. Of course, many will die, but 
the transition is more important, right?

If this is the sentiment, and our observation of the media’s 
inability to explain an alternative view suggests its inevitability, 
new capital will be limited to this industry. Capital restriction has 
been the theme since Go West’s launch. High prices should attract 
more capital, but producers keep a lid on production because 
they know they’ll just be a bigger target if they produce more. 

Of course, the western world’s oil producers should ramp up 
production and attempt to drown the world with oil, bringing 
down its price and Putin’s cash flow with it. But then there’d be 
fewer alternatives to Canadian oil to buy, and it would be harder 
for us to then turn a blind eye if our higher-quality ESG barrels are 
being produced. Really tough to make this up.

Luckily for Go West, Canadian oil & gas companies are still much 
more hated than their U.S. counterparts. According to Peters & 
Co. recently, the Canadian large cap & intermediates are valued 
at an 18% to 19% debt-adjusted free cash flow yield, compared 
to 13% for our U.S. counterparts.vii Limited capital for the sector 
due to negative sentiment, low valuations and managements’ 
production discipline are why we’ve yet to rush for the exit. 
Almost everyone understands the importance of transitioning 
away from our reliance on fossil fuels. Unfortunately, many don’t 
recognize the Canadian oil & gas industry’s ability to smooth the 
way there, so people need to put that in their pipe and smoke it.
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i Source: Institutional Shareholder Services (ISS). The three largest companies by tobacco market share, Phillip Morris International Inc., British American Tobacco 
plc and Altria Group, Inc., account for 70% of the global tobacco sales market. These three businesses are all rated in the highest or second-highest decile of 
Environmental and Social Disclosures Quality ESG score for 2022. The scores measure the quality of environmental and social disclosures, including sustainability for 
each company divided into individual environmental and social pillars, along with an overall governance pillar. Rankings are based on independent ISS research on 
publicly available information. As at September 30, 2022, EdgePoint Global Portfolio, EdgePoint Global Growth & Income Portfolio, EdgePoint Canadian Growth & 
Income Portfolio, EdgePoint Variable Income Portfolio and Cymbria all hold British American Tobacco plc securities. This is for information and illustrative purposes 
only and not intended to be investment advice. EdgePoint Investment Group Inc. may be buying or selling positions in British American Tobacco plc.
ii Source: Canada’s Oil & Natural Gas Producers, “Markets”, capp.ca. https://www.capp.ca/energy/markets/#:~:text=Despite%20having%20the%20world’s%20
fourth,Azerbaijan%2C%20Nigeria%20and%20Ivory%20Coast. Over half of the oil used in Quebec and Atlantic Canada came from foreign countries, such as the 
Russian Federation, the U.S., Saudi Arabia, the U.K., Azerbaijan, Nigeria and Ivory Coast.
iii Source: “France to end support for fossil fuel projects by the end of 2022”, Le Monde, September 27, 2022. https://www.lemonde.fr/en/france/article/2022/09/27/
france-to-end-support-for-fossil-fuel-projects-by-the-end-of-2022_5998285_7.html.
iv Source: “Emmanuel Macron - France The First Major Nation To Move Out Of Fossil Fuels In Belfort”, Youtube.com, September 23, 2022. https://www.youtube.com/
watch?v=ZdlUnDLXkm0.
v Source: U.S. Energy Information Administration, “Energy production by country”, www.eia.gov. https://www.eia.gov/international/data/world. In 2021, there were 77,157 
million barrels per day (Mb/d) of crude oil produced, with France accounting for 13 Mb/d, or 0.02% of the total. Canada produced 4,439 Mb/d, or 5.75% of the total.
vi Source: “Air Emissions”, Oil Sands Magazine, March 3, 2021. https://www.oilsandsmagazine.com/technical/environment/air-emissions.
vii Source: Peters & Co. Ltd., Energy Update, October 17, 2022. Debt-adjusted free cash flow is a measure of a company’s pre-tax cash flow that adjusts for financing costs 
after taxes. It is often used for oil companies because exploration costs can be included and minimizes the effects of company-specific accounting methodologies.

See the Offering Memorandum (“OM”) for more details on the EdgePoint Go West Portfolio (“Portfolio”). This document is not an invitation to invest in the Portfolio 
nor does it constitute a public offering of sale. Applications for purchases in the Portfolio will only be considered on the OM’s terms, which may be obtained from 
your financial advisor. Each purchaser of units in the Portfolio may have statutory or contractual rights of action. The information in this document is subject to 
change without notice. The Portfolio is sold via OM and pursuant to exemption from prospectus requirements. As such, the Portfolio is not available to the general 
public and is only available to, for example, accredited investors, within the meaning of National Instrument 45-106 — Prospectus Exemptions. Please read the OM 
before investing. The indicated rates of return, if any, are based on calculated net asset values per unit, which are net of management fees, operating expenses and 
applicable taxes. These returns include changes in unit value and reinvestment of all dis tributions and do not take into account certain fees such as redemption 
fees, optional charges or income taxes payable by any securityholder that would have reduced returns. Rates of return for periods greater than one year are historical 
annual compound total returns. Investment funds are not guaranteed, their values change frequently and past performance may not be repeated. This document 
is not intended to provide legal, accounting, tax or investment advice. Information contained in this document was obtained from sources believed to be reliable; 
however, EdgePoint does not assume any responsibility for losses, whether direct, special or consequential that arise out of the use of this information. Portfolio 
holdings are subject to change. EdgePoint funds are managed by EdgePoint Investment Group Inc., a related party of EdgePoint Wealth Management Inc. EdgePoint® 
is a registered trademark of EdgePoint Investment Group Inc. 
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