
 A Good Story To Tell 

 

10/18/10 Howard Newman isn’t shy about giving his views on the energy business. On the BP 

plc oil spill: “The well was very badly managed.” On the government’s response: “Not very 

thoughtful.” On the surge of exploration for natural gas shale in the U.S.: “What are we going to 

do with the gas?” 

At 63, Newman has worked in the oil patch for more than 30 years. After a stint doing energy 

deals as an investment banker at Morgan Stanley, for 22 years he specialized in energy 

investments at Warburg Pincus. In 2006, he started his own firm, Pine Brook Road Partners 

LLC, which raised $1.43 billion for its debut fund last year. 

“He’s got a great understanding of our business,” says Robert Zorich, managing partner at 

Houston-based EnCap Investments LP, which has co-invested with Newman. “But he also 

combines common sense and logic with his brain power and experience, and the common sense-

logic piece is generally what separates people who are successful commercially from people who 

are just smart.” 

Newman’s first exit at Pine Brook was a success: The May 19 sale of Common Resources LLC’s 

natural gas properties in the Haynesville and Eagle Ford shales to Exco Resources Inc., BG 

Group plc and Talisman Energy Inc. brought in $805 million — a threefold return for Pine 

Brook, EnCap and management as well as Soros Fund Management LLC, which provided bridge 

financing at the outset and later invested in the company. 

The sale came as a surprise. After all, many companies were just getting into shale, and Common 

Resources was early in finding two good plays. It easily could have been converted into a 

production company, although it would have taken a major scale-up in terms of capital and 

personnel when natural gas prices weren’t exactly looking strong. “The exit was driven by what 

management wanted to do,” Newman says. 

Newman is a business builder with a long view, Common Resources CEO Roger Jarvis says, so 

it was unusual for him to consider selling a company in a low pricing environment. “But our 

thesis was, it may be bad now, but we were early, and the commodity situation may not get 

better for a while,” Jarvis says. “He’s a very flexible thinker and can be swayed with a good 

argument and good analysis.” 

Newman had worked with Jarvis and other members of Common Resources’ management 

before, when Warburg invested in Spinnaker Exploration Co., which was founded in 1996 with 

$60 million in capital, taken public in 1999 and then sold to Norway’s Norsk Hydro ASA in 

2005 for $2.6 billion. He’s now investing in Common Resources II and the same management 

team, which is looking for new areas to explore, probably in Texas and the Mid-Continent. 



Other companies in his portfolio include Asia Pacific Exploration Consolidated LP, which is 

investing in Southeast Asia; Comet Ridge Resources LLC, which is exploring in the Rockies; 

Global Oilfield Services LP, which provides artificial lifts to boost maturing fields; Phoenix 

Exploration Co. LP, and Stonegate Production Co. LLC, which is focused on mature fields 

onshore in the U.S. Newman says the firm may realize value in a couple of these companies in 

the next year or two. 

Scott Wulfe, a partner at Vinson & Elkins LLP who did work for Newman while he was at 

Warburg and now at Pine Brook, says Newman is good at picking management teams, making 

sure that his and his sponsors’ interests mesh and being patient, as was the case with Spinnaker, 

for his payoff. “One of his mottoes is, ‘Let winners run,’ ” he says. 

As Newman showed with Common Resources, high commodity prices aren’t necessary to be 

successful when investing in oil and gas companies. “You can have a successful investment in a 

flat environment,” he says, noting that he did it at Warburg from 1986 to 1997. But Pine Brook is 

now thinking conventional oil versus unconventional gas, with gas prices expected to stay low 

for the foreseeable future. “The issue with gas is finding demand, and I don’t see where that’s 

going to come from,” 

Pine Brook has also invested in financial services, a line of work Newman also pursued at 

Warburg Pincus, including $115 million in Green Bancorp Inc. in April with four other private 

equity firms and $500 million in mortgage insurance startup Essent Guaranty Inc. last year with 

four other firms. Green is buying bank branches in Texas, and Essent is insuring prime 

mortgages from private mortgage lenders as well as government-sponsored lenders. “We wanted 

to bring new capital into the industry that wasn’t burdened by the past,” Newman says. 

He says the economy is still in a jam, that not enough leverage has been removed from the 

system. So he says he’s telling his financial services companies to be prudent lenders. He’s 

telling his energy companies to be concerned with environmental issues, both in the shales and 

offshore. (Newman says he ceased funding one of the firm’s offshore investments after the 

Deepwater Horizon disaster.) “The industry is its own worst enemy,” he says. “It has a good 

story to tell and hasn’t told it effectively. They need to tell what has to be done and that it will 

have a cost.” 

 

 

 


