
 

 

 

 

 

 

APRIL 20,  2018 |  VOLUME 36 |  ISSUE 16  

 

 

FEATURES 

 
The Old Is New For Energy 
P A U L  H A R T  

H A R T  E N E R G Y  

USTIN, Texas—Like the song, everything old is new again for oil and gas. The business is re-entering an age of 

energy abundance much like the 1950s and 1960s and that’s good news for the midstream, according to the 

chief economist of Houston-based Phillips 66 Co. (NYSE: PSX). 

Horace Hobbs, speaking April 16 at the 97th annual convention of the GPA Midstream Association, said 

energy executives “need to change the way they think” as production swells from unconventional shale plays. He said the 

switch “is a whole new phenomenon” for nearly everyone in oil and gas because for 45 years the industry has been 

focused on supply following the OPEC embargo during the 1973 Yom Kippur War. That spans the careers of nearly 

everyone in the business today. 

See ENERGY, Page 2 
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Now, the question is finding demand. 

“We have been exploring for oil in the Arctic and deepwater offshore, we don’t need to do that anymore,” Hobbs 

said. “It’s a substantial change in the way we think.” Development of the shale plays has become predictable “mining” in 

comparatively easy-to-reach, land-based plays, he noted. The shales’ abundance means swelling proved reserves that go  

out 30 to 40 years, even with no additions.  

The economist was one of many speakers to present at the sector’s largest annual 

conference. The event drew more than 2,200 attendees, its largest crowd in several years. 

Hobbs admitted he and other energy economists have struggled to understand how a 

demand-based energy business works since their careers, too, have focused on supply. His 

research meant multiple trips to dingy warehouses full of yellowing records in Bartlesville, Okla., 

the headquarters of Phillips 66’s predecessor, Phillips Petroleum Co. In the 1950s and 1960s, 

Phillips was one of the nation’s premier refining and marketing firms. 

“I hated going to Bartlesville,” Hobs quipped, since his trips meant hours of work digging 

through dusty files in old boxes, studying the time when Phillips was an integrated major and one 

of only two firms to market petroleum products in all 50 states. The other firm to accomplish that remarkable feat was 

Texaco. █ 

 

Threatened Tariffs Could Shake Up Markets 
 

China’s threat to impose tariffs on U.S. 

propane and polyethylene is unlikely to have a 

significant near-term impact on exports, an 

analyst said. 

But the U.S. could be hurt if China decided to 

place tariffs on LNG to retaliate for U.S.-imposed 

tariffs on steel, Uday Turaga, founder and CEO 

of ADI Analytics LLC, told Hart Energy. 

“If China would have put a tariff on LNG I 

think that would have had some impact because 

LNG markets are oversupplied right now,” Turaga 

said. “China buys a lot of LNG so it could have 

hurt them a lot more 

which is why they 

probably didn’t look at LNG.” 

Many experts, including Turaga, question the wisdom of trade wars in general. On April 16, 

top diplomats of China and Japan issued a statement that a trade war could have serious 

consequences for the world economy. A piece by Philippe Legrain in Foreign Policy opined 

that the U.S. had much more to lose than China if one erupted. 

While ample supplies are available, especially from Australia and Qatar, U.S. LNG is proving 

to be more competitive on the global market than other suppliers, Turaga said. China has also 

made it clear that it doesn’t want to be locked into one supplier. 

“They try to go after a wider range of sources,” he said. 

Turaga said he believes that the threat against propane and polyethylene, two of 106 items that could be subject to 

Chinese tariffs, are mostly symbolic. 

“It seems that China went after commodities that they can buy easily [elsewhere],” he said. “The U.S. can find other 

buyers for [these commodities] so the impact of this is small.” — J O S E P H  M A R K M A N  |  H A R T  E N E R G Y  

  

https://bit.ly/2GvGi96
https://bit.ly/2H3JkGe
https://bit.ly/2JTkdUc
https://bit.ly/2qHTkKs
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FRAC SPREAD 

What’s In Storage? Not Much, It Turns Out 
 JOSEPH MARKMAN | HART ENERGY  

NGL prices rose across the board last week as the Middle East heated up and the northern half of the U.S. cooled 

off. 

Ethane cracked 27 cents per gallon (gal) at Mont Belvieu, Texas, for the first time since the end of January with the 

margin improving by 8.85% to about 9 

cents/gal. The hypothetical NGL barrel 

climbed above $31 for the first time in seven 

weeks. 

Traders have a tendency to react to 

instability in inherently unstable regions but 

this time, En*Vantage notes, prices should 

be rising because demand is going up as 

supply is going 

down. That 

statement may seem 

peculiar because 

U.S. oil production, 

particularly in the 

Permian Basin, is on 

the upswing. Global 

production, however, 

is not because Venezuela continues in a 

downward spiral, both in production and in 

social fabric. 

Notice how nobody uses the term 

“overhang” anymore? Global inventories of 

crude were 302 million barrels (MMbbl) 

above the five-year average in January 

2017. This January, inventories were only 53 

MMbbl above the five-year average. In the 

U.S., this trend translates to a 25.2 day 

supply of inventory, compared to the five-

year average of 28.9 days, En*Vantage 

notes. 

The natural gas differential is sharper. 

In the week ended April 13, storage of 

natural gas in the Lower 48 experienced a 

decrease of 36 billion cubic feet (Bcf), 

compared to the Bloomberg consensus 

forecast of 24 Bcf, the U.S. Energy 

Information Administration (EIA) reported. 

The figure resulted in a total of 1.299 

trillion cubic feet (Tcf). That is 38.3% below the 2.107 Tcf figure at the same time in 2017 and 25.7% below the five-year 

average of 1.748 Tcf. █ 

https://bit.ly/2vPq4FJ
http://bit.ly/1guFb7K
http://bit.ly/1guFb7K
https://bit.ly/2K1A9nK
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Infrastructure Overhaul Key To Mexico Energy  
HOUSTON—As energy reform in Mexico forges ahead the critical hurdle remains finding investors to help overhaul 

the lagging infrastructure in Mexico. 

With U.S. oil and gas companies getting set to move in after 80 years of Pemex’s monopoly, it’s clear that midstream 

infrastructure must be improved, and in some cases installed, to get the lucrative export business 

moving in Mexico. Experts at King & Spalding law firm’s Mexico Energy Forum in Houston on April 

12 warned that political uncertainty on top of other challenges are making the beginning of the 

reforms challenging, but the return on investment will be substantial for the early investors. 

“There are all of these risks involved but that’s just because of the emerging development,” 

said King & Spalding partner Vera de Gyarfas, whose firm handles a lot infrastructure projects. 

“Project development is hard but if you are coming in first you are going to have a much bigger 

profit than when the market is stable.” 

There is definitely the opportunity for big gains, but there are major risks especially with the 

political uncertainty ahead in Mexico. Current Mexico president Enrique Pena Nieto was instrumental in opening up the 

energy sector as part of his economic agenda during the 2013-2014 legislative overhaul. 

But leftist Andres Manuel Lopez Obrador, who is the frontrunner for the July 1 presidential election, has threatened 

to undo the reforms once in office. — T E R R A N C E  H A R R I S  |  H A R T  E N E R G Y  

 

Keep on truckin’ (more efficiently) with in-cab mobile printers 
Rolfson Oil’s mission is to meet the fuel needs of companies engaged in oil drilling and hydraulic fracturing operations in North 

Dakota’s Bakken Shale region. Delivering a range of fuels and drilling fluids round-the-clock to crews moving swiftly from well to 

well over rough terrain – often in extreme weather – is no easy task. To keep pace, the firm has more than 150 drivers and field 

technicians and supports about 40 delivery trucks with capacities ranging up to 11,000 gallons. 

Each time an order is fulfilled, Rolfson drivers issue a proof-of-delivery ticket ensure to 

ensure accurate invoicing and accounting. Prior to implementing mobile technology, tickets were 

pre-printed at a central office before each fuel run. That meant if an order changed or was re-routed to a new destination, as frequently 

happened, the driver had to recalculate the receipt at the delivery site – a process prone to human error. 

Now, thanks to an automated mobile system designed by Rolfson’s IT team, drivers use an Apple iPad mini tablet to calculate 

the load and distance and create an accurate proof-of-delivery ticket at the site in real-time. Each driver also has a Brother RuggedJet 

wireless mobile printer with AirPrint to instantly generate 4” wide tickets without the need for downloads. (Sponsored Content) 

 

https://www.brothermobilesolutions.com/products/mobile-printers/ruggedjet-series/
https://www.brothermobilesolutions.com/products/mobile-printers/ruggedjet-series/
https://bit.ly/2HeqwnV
https://bit.ly/2GU0bdX
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