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The Osbon Minute

Do You Own the Next BP?

The gushing oil well in the Gulf of Mexico is teaching difficult lessons
about deep water drilling, industry regulation, and environmental protection.
The spill is also a stark reminder for investors about the dangers of owning
the wrong stock at the wrong time.

In the two months after BP’s Deepwater Horizon rig exploded, killing 12
workers, the company’s stock price fell by half. Although there have long
been concerns about deepwater wells, no one could have predicted this
specific event and its effect on the region, local businesses, and BP and its
stockholders. Even now, ten weeks after the explosion, no one can be certain
of the disaster’s final price tag or ecological impact.

Events like this demonstrate the danger of holding any single stock. Things
can go wrong, and do without warning — accidents, lawsuits, product
failures, fraud, aggressive competitors, regulatory surprises. The impact on
stock prices can be harsh, swift, and, in the worst cases, irreversible.

Rarely worth the gamble

Despite these dangers, generations of investors have scoured the market for
the next Apple, Google, or Microsoft - a sure thing stock that could only go
up. Unfortunately, making a sizeable bet on any such stock is just that —a
gamble. For most investors thinking of the long term, the opportunity for a
big win 1s just not worth the risk of a company-specific disaster.

Instead, we recommend staying out of specific stocks in favor of index ETFs
and other investments that offer exposure to many securities within an asset
class. Spreading assets over hundreds or even thousands of companies, index
investors build a barrier against unknowable disasters like the one now
depleting BP’s value and reputation.

We suggest investors forget about divining the next invincible Microsoft —
which, by the way, is down more than 50% from its peak in 1999 — and just
make sure they don’t own too much of the next BP.

1



O S B O N Osbon Capital Management, LLC
225 Franklin Street, 26th Floor

CAPITAL MANAGEMENT Boston, MA 02110
617-217-2772
www.osboncapital.com

Read more: More Quick Q&As from Osbon Capital Management

Next time: Beware faux diversification.

Contact: John Osbon 617-217-2772 josbon@osboncapital.com

Visit: www.osboncapital.com

Osbon Capital Management, LLC ("Osbon") is an SEC registered investment adviser with its principal
place of business in the Commonwealth of Massachusetts. Osbon and its representatives are in compliance
with the current notice filing requirements imposed upon registered investment advisers by those states in
which Osbon maintains clients.

This Q&A contains general information that is not suitable for everyone and should not be construed as
personalized investment advice. Any historical data presented herein are for informational purposes only
and do not reflect actual client accounts.

Past performance is no guarantee of future results. There is no guarantee that the views and opinions
expressed in this Q&A will come to pass. Investing in the stock market involves gains and losses and may
not be suitable for all investors. Information presented herein is subject to change without notice and
should not be considered as a solicitation to buy or sell any security. It is not possible to make an
investment directly in an index.

For additional information about Osbon, including fees and services, send for our disclosure statement as
set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully
before you invest or send money. For information pertaining to the registration status of Osbon, please
contact Osbon or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).



