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‘Year of Recovery’ 
PAUL HART 
H A RT  E N E RG Y  

 

 

SAN ANTONIO—This has been “a year of recovery” for the oil and gas business. The current trends have created 

“positives for global growth” in future years, according to John England, partner and vice chairman for the U.S. oil and 

gas practice of Deloitte during a wide-ranging review of the global economy in general and the oil and gas business in 

particular at Hart Energy’s DUG Eagle Ford conference and exhibition. 

“If you’re like me, I was impacted pretty heavily by [Hurricane] Harvey last year,” the Houston-based executive said. 

“A lot of people in this area are recovering from a natural disaster, or from an epic downturn in our industry. We’ve all 

been in recovery mode; 2018 is certainly that year.” 

There are indications that the future will be better, he said, noting the stock market hit record highs the same day as 

his presentation (Sept. 20), while crude oil prices continue to climb. The benchmark Brent crude oil price has climbed to 

nearly $80/bbl this year while West Texas Intermediate has topped $71/bbl. 
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But offsetting those positives “are trends we didn’t expect.” One of particular concern to England is unsettled 

currency markets. Why should the industry care about currency exchange rates when its products, worldwide are bought 

and sold in dollars? 

“Because demand growth primarily comes from emerging markets and it’s important that emerging markets have 

stable economies,” he said. “That’s critical to the overall demand that is creating this recovery that we have had.” 

Another offset “is this trade war that’s going on,” England added. “That hits us on two fronts. 

One is it puts a wrench in the overall global economy. Global trade is 

critical to making the global economy—and the U.S. economy—work. 

When there is a slowdown, it hurts. Second is the direct impact on a lot of 

things in our industry. It makes many of the materials and services we 

need to buy more expensive.” 
Of particular concern is China’s proposed 10% tariff on U.S.-

produced LNG, which could go as high as 25%. That may not be a big 

concern now, given China buys a small slice of American LNG production, 

“but we’re looking to China to underpin a lot of the future Gulf Coast LNG terminals. So it 

could be a big deal going forward as it makes it harder to get those plants built.” 

Also, energy stocks “have not followed the path upward” as the stock market, overall, soared this year. That’s due to 

“a lack of confidence by the public” about the ability of oil and gas players to be consistently profitable. “They’re in a 

‘show me’ phase,” he added. 

If the industry’s current economic recovery has been hard, there’s a reason. 

“The downturn we just went through was not like any downturn we’ve ever had before,” England said. Industry old 

timers may shrug it off as just part of the industry’s cycle but this industry collapse was special. 

“It was longer than any previous downturn. The time to the bottom was 404 days, longer than any previous 

downturn. And we’re still not back to the peak of over $100 [per barrel]. So it was really unique,” England explained. █ 

 

Analyst Sees Shorter Crude Market Cycles 
 

The U.S. oil and gas industry is about to get even bigger in the next decade, with the country continuing to grow in 

its role as a global energy superpower. Domestic producers have been exporting gas, liquids, crude and petrochemicals, 

and these volumes will keep growing. 

What will the impact be on prices? At first glance it would be easy to predict they’ll go up as the U.S. gains market 

share in various regions. However, other countries are also increasing their export volumes, demand dynamics are 

changing and there are important geopolitical considerations that will impact pricing in both the 

short and long terms. 

“We’ll start to see shorter cycles in the crude oil market so that instead of 15-year cycles, 

we’re going to see three- to four-year cycles,” Dan Lippe, managing partner, Petral Consulting 

Co., told Hart Energy. 

That may sound like the market will become less orderly, but that’s far from the case. In 

many ways, the global crude market is about to become both more competitive and more 

efficient. And the biggest driver of this change will be production out of West Texas, according to 

Lippe. 

“West Texas is the only place that matters. Production in the region has increased so much 

that all of the pipelines are full. Fortunately, we’re building new pipeline like mad and should have at least an additional 1 

million barrels per day [bbl/d] of additional crude pipeline capacity by the end of next year. New capacity will start to 

alleviate the current constraints, which have slowed down the growth rate in West Texas crude production,” he said. 

What’s most impressive about West Texas is that even with this slowdown, the annualized growth rate for the U.S. 

overall in second-quarter 2018 was still an impressive 1.5 million bbl/d. — F R A N K  N I E T O  |  C O N T R I B U T O R  

https://bit.ly/2xBfhPs
https://bit.ly/2zrveJw
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FRAC SPREAD 

Trump Challenges Oil Prices 
 
 JOSEPH MARKMAN | HART ENERGY  

The president spoke and oil prices dropped. 

“OPEC and OPEC nations, are, as usual, ripping off the rest of the world, and I don’t like it,” President Donald Trump 

told the United Nations General Assembly on Sept. 25. “Nobody should like it. We defend many of these nations for 

nothing, and then they take advantage of us by giving us high oil prices. Not good. 

“We want them to stop raising prices,” the president continued, “we want them to start lowering prices, and they 

must contribute substantially to military protection 

from now on. We are not going to put up with it—

these horrible prices—much longer.” 

The impact of the president’s words on crude 

oil’s price might be called questionable, though. 

Soon after his speech, West Texas Intermediate 

(WTI) closed for the day up 

20 cents to $72.28 a barrel. 

The next day, WTI did, in 

fact, slip by 1% but that 

decrease coincided with 

release of the U.S. Energy 

Information 

Administration’s (EIA) 

report showing crude 

inventories increasing 

by 1.9 million barrels for the week ending Sept. 21. 

“It is our opinion that fundamentals will 

override the comments by President Trump,” wrote 

En*Vantage Inc. analysts, referring to the 

president’s first demand that OPEC lower prices 

on Sept. 20. “The consortium of OPEC and Russia 

has limited options to increase production to offset 

global demand growth, the production declines in 

Iran and Venezuela, and the possible disruptions 

that could occur in Libya.” 

Despite the weekly uptick, the EIA’s data show 

U.S. oil inventories at about 75 million barrels below 

the level in 2017 at this time. The Brent-to-WTI 

spread remains wide ($10 premium for Brent), 

which should propel exports and tighten balances 

even more, En*Vantage said. 

Exports of crude oil increased by 273,000 

barrels per day (bbl/d) to 2.64 million bbl/d, the EIA 

reported. Since the week ended Sept. 7, U.S. crude exports are up 44.4%.  

The Mont Belvieu, Texas, hypothetical NGL barrel slipped 1.8% in the past week but remained above $40 as price 

corrections claimed ethane and isobutane. One week after averaging almost 51 cents per gallon (gal), ethane dropped 

below 47 cents/gal. █ 

https://www.midstreambusiness.com/eia-us-crude-stocks-build-refiners-sharply-cut-runs-1717051
https://www.midstreambusiness.com/eia-us-crude-stocks-build-refiners-sharply-cut-runs-1717051
https://bit.ly/2vPq4FJ
https://bit.ly/2xEEPen
https://bit.ly/2OUQvR0
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Changing SOX: Enron-Inspired Law In Flux 
It doesn’t seem like that long ago. The massive financial collapse of Enron Corp. took place back in 2001, finally 

culminating with the company’s declaration of bankruptcy on Dec. 2 of that year. Enron shareholders lost a total of $74 

billion. Enron employees lost billions’ worth of 401(k) plan benefits. 

At the time, it was the largest corporate bankruptcy ever. 

Enron’s virtual disintegration exposed unprecedented accounting and corporate fraud. When 

the U.S. Securities and Exchange Commission (SEC) launched a probe into Enron’s finances in 

October 2001, many pipeline executives were afraid that the industry would face a complete loss 

of credibility in the financial community. 

No pipe problem 

But Enron’s pipeline business wasn’t the problem. During the dot-com era in the 1990s, 

Enron reinvented itself. It was no longer just a pipeline company; it launched initiatives in energy 

supply and the Internet. It built power plants and started an online trading business. Enron also 

entered the broadband communications market and even launched a water company. 
— M I K E  S Q U Y R E S  |  C O N T R I B U T O R  

 

SPONSORED CONTENT  

Pipelines 4.0 Addresses Changing Needs of Midstream Market 

The midstream market has evolved. Siemens evolved with it, to meet the emerging needs of pipeline operators globally.  

Pipelines 4.0 is an integrated approach to the engineering, supply and life cycle optimization of pipeline assets, tailored to meet 

the new needs of pipeline operators globally. As oil and gas producers continue to unlock North 

America’s vast unconventional resources, the industry faces a monumental hurdle: expand pipeline 

infrastructure accordingly to move product to market with maximum efficiency, or face the consequences 

of a massive midstream bottleneck. Further down the supply chain, pipeline operators face a number of emerging challenges that go 

beyond the pressing demand for expansion. These include aging assets, the need to manage increasingly high volumes of data, 

cybersecurity concerns and tightening legislative requirements—in addition to the ever-present challenge of minimizing costs, while 

ensuring long-term asset reliability. 

 

https://bit.ly/2OiE0yp
https://bit.ly/2xKLsfi
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