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How badly did the world need US supply growth?
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Very large value add per $ spent comes in the initial stages, when risk is high. 

Most independents have sought to monetize after optimization, before the very large capital commitments.

Value, Risk, and Levers in Upstream North America 
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A  large resource base has already been de-risked and will feed the system for several years.

The Cupboard Is Full
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E&P’s Shrinking Box Problem

3Q 2019 US Oil Production Forecast
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In initial stages of play 

development, producers added 

value by expanding the 

inventory box via investing in 4 

upsides
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Now, producers add value by efficiently 

converting inventory to cash flow

With the box no longer expanding, 

investors are exposed to new 
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Data compiled July 22, 2024.

Cash flow by commodity chosen by play by predominant product.

Source: S&P Global Commodity Insights.
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Onshore growth continues to slow as oil price and free cash flows dictate what 

can be spent for production

Data compiled July 15, 2024.

Source: S&P Global Commodity Insights.

Q3 2024 oil outlook / July 2024
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As 2025 price expectations deteriorate, so do production growth expectations;

cash flows remain strong as investors find satisfaction

Data compiled July 15, 2024.

GOM = Gulf of Mexico.

Source: S&P Global Commodity Insights.

Q3 2024 oil outlook / July 2024
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As industry consolidates, price volatility has less impact on activity

Q3 2024 oil outlook / July 2024

Data compiled July 23, 2024.

Source: S&P Global Commodity Insights.
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Operators continue to reap operational gains as lateral lengths creep up and drill 

days drop modestly

Q3 2024 oil outlook / July 2024

Quarterly well drilling metrics since Q1 2022 Change in feet drilled per day since 2022

Data compiled May 6, 2024.

Source: Data taken from S&P Global Commodity Insights upstream E&P content (ADM).
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Impressive gas directed spending on the horizon

• Oil spending continues to increase in Permian – other regions generally stay flat to harvest cash for investors

• Other than Permian, gas is the story.  Haynesville meets LNG – spending more than doubles in next 2 years.  Smaller gas plays still needed to meet demand

Q3 2024 gas outlook / August 2024

Data compiled July 22, 2024.

Source: S&P Global Commodity Insights.
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Production growth slows sharply across US onshore unconventional plays 

beginning in 2025, rapidly approaching near-zero levels by the end of the decade

Q3 2024 oil outlook / July 2024

Data compiled July 24, 2024.

Base decline represents total production decline from existing wells over a given year. Wedge growth reflects incremental production from new wells completed each year. 

Owing to unavoidable methodological reasons, base decline is underestimated, and sum of wedge and base overstates growth modestly.

Source: S&P Global Commodity Insights.
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Operators continue to prioritize maximizing free cash flow even as oil supply 

growth decelerates sharply

Q3 2024 oil outlook / July 2024

Data compiled July 24, 2024.

Free cash flow defined as cash flow less D&C capex and interest expense.

Note: “Oily plays” include Austin Chalk Oil, Bakken, Bone Spring, CA Heavy Oil, Eagle Ford, PRB, Niobrara, Permian Basin, SCOOP, STACK, Wattenberg, and smaller gassy oil and oil plays

Source: S&P Global Commodity Insights.
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Mature play core productivity has also fallen since 2017; recent results fading in 

class 1 and class 2 acreage

Data compiled July 16, 2024.

Width of lines indicates number of wells.

Source: Data taken from S&P Global Commodity Insights upstream E&P content (Energy Studio: Impact).

Q3 2024 oil outlook / July 2024

2017 was a peak year for Eagle Ford productivity

Well performance on class 1 acreage dropped, even in early months, and indicates exhaustion in the best-of-the-

best acreage, yielding 20% less production at month 12 from 2017 to 2022. Class 2 and lower acreage performance 

has held up in recent years and approaches or even bests 2017 results.

Bakken bucks the trend and class 1 and class 2 acreage showed 

improvement since 2017 but a slow fade back toward 2017 levels 

during 2022; lower-class acreage has maintained increased 

productivity

Mature oil play annual 1st-year cumulative production by play and acreage class

Bakken class 4 location contribution rose to match that of class 3, 

indicating peripheral high-grading.
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Permian core productivity has fallen since 2017; recent results show a further 

fade in class 2 and class 3 Delaware acreage; Midland shows a fading in class 1

Data compiled July 15, 2024.

Source: Data taken from S&P Global Commodity Insights upstream E&P content (Energy Studio: Impact).

Q3 2024 oil outlook / July 2024

2017 was early in Delaware 

unconventionals and was a peak 

productivity year as operators tested the 

limits of outpost wells

Core results in 2022-2023 show fading productivity or potentially higher decline rates

Midland productivity remains steady, although class 1 

results show a higher decline in 2022–23; other classes 

are very uniform to date

Permian annual 1st-year cumulative production by play and acreage class
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Bakken and  Eagle Ford core locations are the first to be drilled up by 2030

S&P Global Commodity Insights

Data compiled May 26, 2024.

Wolfcamp Midland inventory is under evaluation; 16 total wells per section across four benches is assumed for the current update.

Source: S&P Global Commodity Insights.
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LNG demand in 2025/26 must be met!

Data compiled July 23, 2024.

Source: S&P Global Commodity Insights.

Q3 2024 gas outlook / August 2024
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