19
OUTBREAK

COVID

Oil Prices & the US Shale Industry

May 2020




NERGY

INTERNATIONAL

xxxxxxxxxxxxxxxxxxxxxxxxx

W

Published by: SVB Energy International LLC.
© 2020 SVB Energy International LLC. All Rights Reserved.

All information contained in this publication is copyrighted in the name of SVB Energy
International LLC. No part of this publication may be reproduced, repackaged, redistributed,
resold in whole or in any part, or used in any form or by any means graphic, electronic or
mechanical, including photocopying, recording, taping, or by information storage or retrieval, or
by any other means, without the express written consent of the publisher.

DISCLAIMER All information contained in this report has been researched and compiled from
publicly available data believed to be accurate and reliable at the time of publishing. SVB
Energy International LLC accepts no liability whatsoever for any loss or damage resulting from
errors, inaccuracies or omissions affecting any part of the publication. The information and data
in this report shall not be considered as financial, legal, or investment advice, and SVB Energy
International LLC does not accept any responsibility whatsoever regarding the impact of this
information and data on performance of the recipient of this information and data

COVID-19 OUTBREAK; OIL PRICES AND THE US SHALE INDUSTRY 1



Qb |/ ENERGY
Table of Contents
Executive Summary
Background
Saudi Arabia
Russia 10
How do Russian Companies Weather the Low Qil Prices? 11
Low Qil Price Impact on Russian Producers: Short-Term vs. Long Term 12
The 1998 Oil Crisis 13
Supply and Demand 15
Demand 15
Supply 17
Storage Availability and Spot Prices 19
Lack of Storage and Production Shut-in 21
US Energy Lobby 21
OPEC+ Agreement 23
Main Goal to Prevent shut-ins 23
Supply Removal vs. Production Cut 23
Duration of the Cuts 24
Mexico: Key Challenge in the OPEC+ Negotiations 25
A Legacy from Past 25
AMLOQO’s Political Agenda 26
Hedging: Mexico’s Magical Weapon 26
SPR Purchases: Creating Artificial Demand 28
Oil Prices 29
The Texas Railroad Commission Hearing on Oil Market 30
The Concept of ‘Waste’ and the Risk of Backfire 31
Conditioned Voluntary Cut 31
US Shale Producers 32
US Oil Production Will Fall Significantly 32
Lower QOil Production and Associated Gas 33
Low Qil Prices: A New Normal? 33

COVID-19 OUTBREAK; OIL PRICES AND THE US SHALE INDUSTRY 2



Qb |/ ENERGY

Liquidity and Balance Sheets Remain the Major Focus 34
Are There Going to Be Any Corporate Consolidations? 34
Price Rebound; How Fast Will the US Shale Industry Recover? 35
US Lenders Might Seize Energy Assets 35
Will US Shale Producers Decrease Their Production Voluntarily? 36
Commitments 36
Resource Ownership 36
Diplomacy 36
Organic Cut vs. Voluntary Cuts 37
OPEC+ Cut; 2020 vs. 2017 37
State Regulators 37
State of Texas 38
Shareholders 38
Cutting Back Oil Outputs from Federal Lands? 38
Technical Barrier 39
Carrot or Stick? 39
Discussion with the E&P Companies 11
ExxonMobil (XOM) 41
Strategy to tackle the lower prices 41
Balance sheet: 41
Liquidity 41
Consolidation 42
Pioneer Natural Resources (PXD) 42
Strategy to tackle the lower prices 42
Balance sheet: 42
Liquidity 42
Production: 43
Consolidation 43
Devon Energy (DVN) 43
Strategy to tackle the lower prices 43
Liquidity 43
Production 44
Asset Sales 44

COVID-19 OUTBREAK; OIL PRICES AND THE US SHALE INDUSTRY 3



Consolidation

Occidental Petroleum (OXY)
Strategy to tackle the lower prices:
Liquidity:
Asset Sales
Consolidation

Apache Corp. (APA)
Strategy to tackle the lower prices
Production
Liquidity
New Discovery:

EOG Resources (EOG)
Strategy to tackle the lower prices
Production:
Liquidity:
Consolidation

Southwestern Energy (SWN)
Strategy to tackle the lower prices
Associated Gas Production
Unused Infrastructure:
Liquidity:
Consolidation

Concho Resources (CXO)
Strategy to tackle the lower prices
Production:
Liquidity
Consolidation:

ConocoPhillips (COP)
Strategy to tackle the lower prices
Production
Liquidity
Consolidation

Noble Energy (NBL)

COVID-19 OUTBREAK; OIL PRICES AND THE US SHALE INDUSTRY

W

NERGY

INTERNATIONAL

xxxxxxxxxxxxxxxxxxxxxxxxx

44
44
44
44
44
45
45
45
45
45
46
46
46
46
46
46
47
47
47
47
47
47
47
47
48
48
48
48
48
49
49
49
49



Qb |/ ENERGY

Strategy to tackle the lower prices 49
Production 49
Liquidity 49
Consolidation 49
Hess Corp. (HES) 50
Strategy to tackle the lower prices 50
Production 50
Liquidity 50
Hedging 50
Conclusion 51

COVID-19 OUTBREAK; OIL PRICES AND THE US SHALE INDUSTRY 5



