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Tight	oil	rig	count	tripled	when	WTI	was	less	than	$65/barrel
When	oil	price	was	$30/barrel,	there	was	only	one	direction	for	it	to	go

Once	it	reached	$65,	rig	count	flattened	&	declined

Source: Baker	Hughes,	EIA	DPR,	Drilling	 Info	&	Labyrinth	Consulting	 Services,	Inc.			 				 Rig	Count/Rig Count	2019/MONTHLY	SHALE	GAS-TIGHT	OIL	RIG	COUNT
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Lower	oil	prices--not	cash	flow--will	bring	investors	back	to	oil
Tight	oil	share	prices	outperformed	WTI	when	oil	prices	were	lowest

but	have	under-performed	since	the	2018	oil-price	collapse

Source:	Yahoo	Finance,	 EIA	& Labyrinth	Consulting	 Services,	Inc. Oil	&	Gas	Supply/Sampled	E&Ps/Sampled	E&Ps	MASTER.xlsx

$46
Mean Price

Tight	Oil	Share	
Index	Price (RHS)

WTI	(RHS)

$62
Mean Price $57
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Mar-June 2015	
False	Optimism

Late	2015-Early	2016	
Market	Pessimism

Dec '16	- Apr	'17	
Production-Cut	 Optimism

Early 2014	
Market	
Optimism

U.S.	crude +	products	 comparative	Inventory	 (C.I.)	Millions	of Barrels

Source:		EIA &	Labyrinth	Consulting	 Services,	Inc.- Aperio Energy	Research EIA	2019/Monthly	Updates/MER/	Table_3.4_Petroleum	 Stocks_MASTER
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Markets	have	consistently	signaled	that	$60	is	the	market	clearing	price

for	the	marginal	barrel	of	WTI	since	the	oil-price	collapse	in	2014-2015

2015-2019
Yield	 Curve

Pre-2015
Yield	 Curve

May 2018

$71	

$50

DEC	-18

Oct	2018

Dec	2014
$59

OCT
$53.96

$60
5-yr	avg

2H	2018
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Source:	Quandl	&	Labyrinth	Consulting Services,	Inc.			 				 				 				 				 			 				 				 				 Oil &	Gas	General/Futures	 &	Future	Spreads/CL1&CL7	 Futures

$63

mean	
$57.39

Price	rally	that	began	in	early	October	is	probably	at	or	near	its	peak
WTI	has	been	largely	range-bound	between	$52	and	$63	throughout	2019

$52

WTI	NYMEX Price Saudi
Refinery
Attack

Iran	
Waivers

End	of	Iran	
Waivers

Dec	2018

OPEC+	Cut	
&	China

Trade	Deal$63	
+1	Std	Deviation

$52	
-1	Std	Deviation

Oct	3	2019
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Source:		CFTC,	St.	Louis	Fed,	Quandl &	Labyrinth	 Consulting	 Services,	Inc. Oil	&	Gas	General/CFTC Futures	Master

Brent	Price

(RHS)

Brent	+	WTI	open	interest	increased	+230	mmb	(+3.5%)	week	ending	December	6

OPEC+	production	cuts	&	U.S.	- China	trade	agreement	only	electric	shock	therapy	

for	a	market	on	life	support	since	Iran	withdrawal	announcement	in	May	2018

WTI	Open
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CAPEX/CF NORM	NI-EV Linear	 	(NORM	NI-EV)

61%	of	tight	oil-weighted	U.S.	companies	had	positive	cash	flow	in	Q3	2019
compared	to	only	50%	in	Q2

Good	correlation	between	cash	flow	&	net	income-to-enterprise	value	ratio

Source: Yahoo	Finance,	 SEC	10-Q	filings	&	Labyrinth	 Consulting	 Services,	Inc				 				 			 				 				 	 Oil	&	Gas	General/Sampled	 E&Ps/Sampled	E&Ps	
MASTER

Capex/Cash	Flow	>	1

Capex/Cash	Flow	<	1

Capital	expendiures/cash	 	
from	operating	activities Normalized	

Net	Income-Enterprise	
Value	Ratio	(RHS)
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U.S.	tight	oil	rig	count	will	probably	decline	at	a	slower	rate	

from	509	rigs	in	November	to	a	minimum	of	about	485	rigs	by	March	2020

Maximum	rig	count	decline	was	mid-August	through	late	September	2019

Source: Baker	Hughes,	EIA	DPR,	Drilling	 Info	&	Labyrinth	Consulting	 Services,	Inc.			 				 Rig	Count/Rig Count	2019/MONTHLY	SHALE	GAS-TIGHT	OIL	RIG	COUNT
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U.S.	tight	oil	production	will	probably	increase	at	a	slower	 rate	
from	7.14	mmb/d	in	November	to	about	7.19	mmb/d		by	March	2020

Source: Baker	Hughes,	EIA	DPR,	Drilling	 Info	&	Labyrinth	Consulting	 Services,	Inc.			 				 Rig	Count/Rig Count	2019/MONTHLY	SHALE	GAS-TIGHT	OIL	RIG	COUNT
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U.S.	oil	production	will	probably	flatten	or	decrease	by	April	2020
Q1	2020	will	probably	average	about	13	mmb/d

Source: Baker	Hughes,	EIA	DPR,	Drilling	 Info	&	Labyrinth	Consulting	 Services,	Inc.			 				 Rig	Count/Rig Count	2019/MONTHLY	SHALE	GAS-TIGHT	OIL	RIG	COUNT
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Eagle	 Ford Niobrara Bakken Permian

Niobrara	Eagle	Ford

Permian	

Bakken	

Permian	tight	oil	DUCs*	are	decreasing	
and	may	account	for	20%	of	monthly	completions	since	June	2019

Declining	frack	spreads	will	affect	significance	of	this	trend

Source: EIA	&	Labyrinth	Consulting	 Services,	Inc			 				 				 			 				 		 EIA 2019/ DUC-DPR/	duc-data_MASTER	

*Incremental	drilled	
uncompleted	wells	since

December	2015

-418% -482%
Bakken Eagle	Ford Niobrara Permian

Dec-15 885 1486 857 1230
Nov-19 760 1397 490 3559
Change -125 -89 -367 2329
Max 925 1503 863 3699

Change	from	Max -18% -7% -43% -4%

Jun	2019	
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