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Appreciating the Depth of the Fall
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1. Operators were well positioned in early 2020 to capture profits from $60 plus dollar oil seen in 
January, hedge at those price levels, and work around negative investor sentiment which weighed on 
stock price performance.  

2. Prices were ultimately going to dictate activity levels, not share price performance.



This Downturn Must be 
Thought about Differently

1. This downturn is unlike any the world or industry has 
experienced.

2. Trying to forecast activity based on prior understandings of 
basins, especially the Permian Basin, may yield incorrect 
results.

3. Oil price corrections, as in any economic correction, create 
lasting changes and shifts in behavior. 
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A Different and Compounded 
Correction Fueled by a Demand Drop and Continued 
Negative Sentiment

1. This price correction is different, and it is compounded by a green energy push and agenda that has helped 
turn already negative sentiment on the sector to a massive weight and burden on the industry.

2. Energy now composes just 2.5 percent of the S&P 500 and Exxon has dropped out of the DOW.  

3. As prices rebounded during the spring, operators expressed optimism, but the weight and pressure from the 
public market, the overall sentiment on oil and gas, and the overwhelming concerns and fears of Covid 
impacts in the fall and winter are impacting concerns about the stability of future price increases.  

4. Part of this is driven by the unprecedented demand drop and the resulting build up of crude inventories and 
now lopsided demand growth in some product markets and real concerns about international aviation. 

5. Another part is very sentiment driven and has a lot more to do with the uncertainty in the global economic 
recovery, the negative sentiment on oil and gas, a lopsided market driven by tech, an impending Presidential 
election, and concerns about virus resurgence in the winter. 

6. Sentiment and future concerns, driven by the worst price collapse in oil’s history, 
are jading the analytical trajectory of this market. 
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Global Demand Projected to 
Recover but Not Quite to Pre-Covid Levels
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Source: EIA Short Term Energy Outlook, August 11, 2020 and September 9, 2020



Russia’s Energy Minister 
Alexander Novak Last Friday
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Calling for $50 
to $55 Brent 
in 2021, but 
decreased 
demand 
outlook for 
2020



A week in the Wrong Direction
1. US weekly demand down

2. US refinery inputs and utilization down

3. Saudi prices down

4. Russian demand outlook for 2020 down

5. US rig count down

6. US production up

7. US dollar stemmed downward slide

PETRONERDS LLC   |   WWW.PETRONERDS.COM   |   970-329-1645      7



US Production Begins a Modest Rebound
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Enterprise Product Partners US 
Production Outlook
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PetroNerds’ Forecast in March
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Stacked Play – Well Count to Zero

Permian Historical Production Permian 0 Wells/Month

Eagle Ford Historical Production Eagle Ford 0 Wells/Month

Bakken Historical Production Bakken 0 Wells/Month
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Stacked Play - Decline

Bakken Decline Forecast - 40 Wells/Month and 9,800 FT Lateral Length
Bakken Historical Production
Eagle Ford Decline Forecast - 50 Wells/Month and 7,000 FT Lateral Length
Eagle Ford Historical Production
Permian Decline Forecast - 200 Wells/Month at 8,000 FT Lateral Length
Permian Historical Production

Source: PetroNerds, DrillingInfo/Enervus, EIA

Production scenario if 
activity in the three major 
oil plays went to zero

Production scenario if 
activity in the three major oil 
plays were halved from pre 
crash/covid levels



WTI Futures
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WTI Futures remain muted for 2020 and 
are reflecting the negative oil market 
sentiment bleeding into 2021.

Remember that Futures pricing is simply 
a reflection of today’s views of the 
forward market.  Futures pricing has 
changed significantly from months ago 
to today.

Futures prices were been stuck around 
$42/barrel for December, reflecting $40 
a barrel stickiness for the past month.

Now oil is under $39/barrel in 
December.

Source: CME Group



Price Shifting
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Last Week Last Night



Brent Futures
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EIA expects monthly Brent spot prices will 

average $43/b during the second half of 

2020 and rise to an average of $50/b in 

2021.

August 2020 Short Term Energy Outlook

EIA forecasts monthly Brent spot prices will 

average $44/b during the fourth quarter of 

2020 and rise to an average of $49/b in 2021 

as oil markets become more balanced.

September 9, 2020 Short Term Energy 
Outlook



US Weekly Product Supplied – Demand
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US Refinery Inputs 
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US Weekly Stocks have Declined 
but Remain at Elevated Levels
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EIA is Projecting a Sharp Recovery in Demand, on the back of a 
Significant Stock Build, and Growth in Production

PETRONERDS LLC   |   WWW.PETRONERDS.COM   |   970-329-1645      17

Source: EIA Short Term Energy Outlook, September 9, 2020

This stock build is 
muting, at least in 
part, the price 
rebound as 
demand moves 
upward in 
tandem with 
continued supply 
cuts around 10 
mbd.



OECD Commercial Crude Inventories
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Source: EIA Short Term Energy Outlook, August 11, 2020



OPEC Production Bottomed in June and has Since 
Returned to above 23 mbd
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Source: August 2020 OPEC Bulletin

This increase, 
just 1 mbd, has 
helped keep a 
lid on any price 
growth.



Russian Production Outlook
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Source: August 2020 OPEC Bulletin



IEA and OPEC’s 
Outlook on Supply and Demand

In 2020, global oil demand growth is forecast to decline by 9.1 mb/d.…The 2H20 is 
adjusted lower, compared to last month’s assessment, in line with the expected softer 
economic momentum, mainly in a few non-OECD countries. Total oil demand is now 
projected to reach 90.6 mb/d. For 2021, world oil demand growth is forecast to rise by 
7.0 mb/d, unchanged from last month. Total world consumption is now pegged at 97.6 
mb/d in 2021.

OPEC August 2020

Global oil demand is expected to be 91.9 mb/d in 2020, down 8.1 mb/d y-o-y. In this Report, we 
reduce our 2020 forecast by 140 kb/d, the first downgrade in several months, reflecting the 
stalling of mobility as the number of Covid-19 cases remains high, and weakness in the aviation 
sector. China’s oil demand is recovering strongly, up 750 kb/d y-o-y in June. We have revised down 
our 2021 global demand estimate by 240 kb/d to 97.1 mb/d, mainly due to aviation sector 
weakness.

IEA Oil Market Report, August 2020
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Concerns about Fundamental Demand Shifts are also 
Weighing on the Market and the Minds of Business Leaders

1. Oil demand in the US and globally has recovered well, considering the collapse it saw in 
March and April due to global economic shutdowns, however, many are warning that this 
recovery will begin to slow and that pre-covid demand levels, around 100 mbd, will not be 
achieved (current estimates for demand are about 89 to 94 mbd), even in 2021.  OPEC, IEA, 
EIA, and others are all projecting sub 100 mbd demand levels next year (between 96 to 98 
mbd).

2. Flight travel has recovered but is still off by nearly 30 percent.  The lack of international flight 
travel has impacted jet fuel demand globally.
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Vehicle Miles Travelled in US
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Source: Federal Reserve Bank of Dallas, Energy Slideshow, August 3, 2020



Oil and Gas Employment
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Source: Federal Reserve Bank of Dallas, Energy Slideshow, August 3, 2020

US Texas

A reoccurring theme, albeit 
soft, in many earnings calls 
within the service sector and 
upstream players, was the 
need for less manpower.



Rig Count
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2018 and 2020
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Nature of this 
Downturn in Comparison to the Last One and the Rapid 
Pace of this Correction in Frac
The depth of the last downturn brought rapid destruction of available frac fleets and 
frac companies. We are seeing the same thing this time, but at an even faster pace.

Two of the top 10 frac companies have already entered bankruptcy and another has 
engaged restructuring advisors. Not only is the supply destruction, helping to move 
the market towards balance, it is also highlighting the importance of having the right 
partners for the long-term.

Liberty Oilfield Services, Q2 2020 Earnings Call

To really drive the frac business, we do need the rig count to move up and some point to 
increase the number of wells in inventory because what you’re seeing on the frac is 
response to going back and fracking wells on pads that were halted during the second 
quarter as activity came down really quick.

Patterson UTI, Q2 2020 Earnings Call
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Source: Liberty Oilfield Services, Q2 2020 Earnings Call



Putting Rigs Back to Work –
“I don’t think you need $50 Plus”
Waqar Syed

Okay, great. And then, Andy, if oil prices should stay in this range of like $40 to $45 over the next six to eight 
months, do you expect to see rig count pick up in any magnitude from current levels?

Andy Hendricks

I wouldn’t say rig count would increase in any magnitude. You might see some privates pick up some rigs. There are 
some plays and E&P actually drills in some plays where you can make money at $36, $38 a barrel. So there are 
some plays still out there. So it’s – we could have a few rigs here and there today’s oil price come back, but I 
wouldn’t say it would come back in any magnitude.

I think we would need WTI to move up a little bit further to really drive rig count increases. And I believe that the 
early rig count increases would likely be in West Texas if WTI starts to move up further.

Andy Smith

I don’t think you need $50 plus. I think if WTI moves up into the upper 40s that there are number of operators that 
economically could put rigs back to work and be profitable drilling wells at those levels. So I don’t think you have to 
get to $50 a barrel. I think that there’s certainly areas of West Texas, New Mexico, with operators that have held 
their land positions for a long time that could be economical if we get north of $45.
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Source: Patterson UTI, Q2 2020 Earnings Call



Permian Basin and Shale 
Play Production
A LOOK AT PRODUCTION VOLUMES AND SHUT-INS BY WELL 
TRAJECTORY
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Permian Basin Production 
Declines/Shut-Ins Appear to be Plateauing
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Permian Basin Production 
and Well Count from 2018 to Present
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4.8 mbd was being produced by less than 
29,000 wells in April 2020
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Permian Basin Production and Oil Prices 
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