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Oil & Gas: Present Questions, Future Directions
Team  North

T he  fu tu re  o f  o i l  and  gas depends on  the  un fo l d i ng  re l a t i onsh i p  be tween  the  i ndustry,  evo l vi ng  consum er p re fe rences and  em erg i ng  t rends.

New directions in transportation

Whi l e  the  i ndustry’s fu tu re  i s unchanged  f rom  a  m acro  pe rspect i ve ,  M art i n  Roem he l d ,  Head  o f  E-M ob i l i ty Servi ces a t  VW, a rgues tha t  the  i ndustry m ust
m ove  i n  the  sam e d i rect i on  as the  consum er.

István  Kap i tány,  She l l ’s Execu t i ve  Vi ce  Presi den t  o f  Gl oba l  Re ta i l ,  i s m ore  po i n ted :  “A l l  tha t  m a tte rs i s custom ers and  taxpayers.”

Arguab l y,  tha t ’s no th i ng  new — excep t  tha t  consum ers and  taxpayers a re  t i l t i ng  i n  new d i rect i ons.

“T he  keys to  the  fu tu re  a re  decarbon i za t i on  and  d i g i ta l i za t i on ,  wh i ch  d ri ve  sm art  susta i nab i l i ty, ” Roem he l d  says.  “Com pan i es who  tackl e  bo th
m ega trends wi l l  rem a i n  com pet i t i ve .”

BLG’s Pe te r Bryan  ag rees:  “Peop l e  have  been  i n  a  sta te  o f  m a l a i se  fo r a  ve ry l ong  t i m e ,  and  they’re  l ooki ng  fo r change  i nstead  o f  wa i t i ng  fo r cycl es to
com e back.”

VW has pu t  i ts m oney where  i ts m ou th  i s.  T he  com pany expects de l i ve ri es o f  the  ID.3 ,  wha t  i t  ca l l s “the  f i rst  cost-e ffect i ve  m ass m arke t  e l ectri c veh i cl e
(EV)” to  com m ence  i n  2020 .  Fo r i ts pa rt ,  M ercedes i s no  l onger deve l op i ng  the  i n te rna l  com bust i on  eng i ne ,  wh i ch ,  f rom  a l l  appearances,  i s m ovi ng
toward  obso l escence .

“By 2030 ,  I  expect  the  l i gh t  veh i cl e  m arke t  to  be  a l m ost  fu l l y e l ectri c, ” Roem he l d  p red i cts.

So  m uch  so  tha t  VW’s fo rem ost  concern  i s tha t  i t  wi l l  be  unab l e  to  keep  up  wi th  dem and .

“Peop l e  a re  underest i m a t i ng  the  rap i d i ty o f  change ,” says Graem e Edge ,  co -founder o f  Energy Di srup to rs.  “And  wi th  50  pe r cen t  o f  cu rren t  dem and  fo r
o i l  com i ng  f rom  l i gh t  veh i cl es,  you  have  to  ask yourse l f  wha t  wi l l  happen  to  hyd rocarbons i f  peop l e  m ove  to  EVs i n  d roves.”

Edge  p red i cts tha t  i t  won ’t  be  l ong  be fo re  ci t i es i n  Europe  and  Asi a  ban  i n te rna l  com bust i on  eng i nes en t i re l y.  Hi s asse rt i on  i s backed  up  by two
deve l opm ents:  Am azon  recen t l y announci ng  tha t  i t  o rde red  100 ,000  e l ectri c de l i ve ry vans f rom  M i ch i gan-based  sta rt -up  Ri vi an ,  expect i ng  to  have
10 ,000  on  the  road  by 2022 ,  and  a l l  by 2030 ;  and  Ford ’s com m i tm en t to  i nvest i ng  US $11 .5  b i l l i on  i n  an  “a l l -i n ” e l ectri f i ed  st ra tegy,  i ncl ud i ng  de l i ve ry
o f  the  e l ectri c ve rsi on  o f  i ts F-150  by 2021 .

T he  g rowi ng  t rend  o f  veh i cl e  sha ri ng  m ay be  equa l l y si gn i f i can t  to  the  i ndustry’s fu tu re .

“T ha t ’s no t  su rp ri si ng ,  when  you  consi de r tha t  l i gh t  veh i cl es si t  i d l e  95  pe r cen t  o f  the  t i m e ,” Edge  no tes.

Rob i n  Chase ,  co -founder and  fo rm er CEO o f  Zi pca r,  po i n ts to  e -ha i l i ng  and  t ransi t  apps as evi dence  tha t  techno l ogy has si m p l i f i ed  ri de -shari ng .

“A l a rge  num ber o f  t ri ps wi l l  be  on  m i cro -veh i cl es l i ke  b i kes and  e -scoo te rs,  because  50  pe r cen t  o f  them  a re  l ess than  th ree  m i l es l ong ,” she  sta tes.  “In
2018 ,  the re  were  som e 84  m i l l i on  shared  m i crom ob i l i ty t ri ps i n  the  U.S. ,  m ore  than  twi ce  as m any as i n  2017 .”

Con t i nued  i nvestm en t i n  o i l  &  gas

St i l l ,  re l i ance  on  o i l  and  gas as sources o f  energy i sn ’t  go i ng  away soon .  S ta t i st i cs i nd i ca te  tha t :

o i l  and  gas as sources o f  energy wi l l  rem a i n  a  rea l i ty fo r the  next  20  to  30  years

OPEC expects g l oba l  o i l  dem and  to  ri se  to  112  m i l l i on  ba rre l s pe r day (b /d ) by 2040 ,  l a rge l y d ri ven  by deve l op i ng  coun tri es,  h i gh  popu l a t i on
g rowth  and  an  expand i ng  m i dd l e  cl ass

the  In te rna t i ona l  Energy Agency (IEA)est i m a tes tha t  worl d  o i l  consum pt i on  wi l l  be  abou t  105  m i l l i on  b /d  by 2025

the  De t  Norske  Veri tas g roup  (DNV) m a i n ta i ns tha t  o i l  and  gas wi l l  st i l l  m ee t  as m uch  as 46  pe r cen t  o f  worl d  energy dem and  i n  2050

i ncreasi ng  dem and  fo r p l ast i cs and  o the r hyd rocarbon  de ri va t i ves wi l l  to  som e exten t  o ffse t  a  d i m i n i shed  re l i ance  on  o i l  i n  the  t ransporta t i on  secto r

a  na tu ra l  decl i ne  i n  rese rves,  est i m a ted  a t  2  to  3  pe r cen t  pe r yea r,  wi l l  have  to  be  rep l aced

Consequen t l y,  M ark L i t t l e ,  p resi den t  and  CEO o f  Suncor Energy Inc. ,  sees the  need  fo r con t i nued  i nvestm en t i n  o i l  p roduct i on .

“I f  we  don ’t  i nvest  i n  o i l ,  we  won ’t  have  enough  energy resources,  even  consi de ri ng  the  m ost  aggressi ve  fo recasts abou t  the  ava i l ab i l i ty o f
rep l acem ents,” he  says.  “And  Canada  i s one  o f  on l y two  dem ocraci es tha t  can  de l i ve r the  o i l  the  worl d  wi l l  con t i nue  to  need ,  and  do  so  i n  acco rdance
wi th  the  ru l e  o f  l aw and  i n  a  stab l e  po l i t i ca l  a tm osphere .”

https://www.blg.com/en/insights/2019/12/en/services/industries/infrastructure/team-nort


Increasing global demand for natural gas

Perhaps m ore  si gn i f i can t  i s the  an t i ci pa ted  ri se  i n  g l oba l  dem and  fo r na tu ra l  gas,  wh i ch  IEA p red i cts wi l l  ri se  by m ore  than  1 .6  pe r cen t  ove r the  next
f i ve   yea rs,  reach i ng  4 .3  t ri l l i on  cub i c fee t  (Tcf) i n  2024 .

As Bryan  sees i t ,  the  i ncreasi ng  dem and  fo r na tu ra l  gas stem s f rom  the  fo l l owi ng :

dem and  f rom  Ch i na ,  rep resen t i ng  nearl y ha l f  o f  dem and  g rowth  th rough  2035 ,  wh i ch  wi l l  be  g rea te r than  tha t  o f  the  next  10  l a rgest  g rowth
coun tri es,  i ncl ud i ng  the  U.S.

the  need  to  rep l ace  coa l  as a  source  o f  power genera t i on

the  need  to  support  renewab l es

M cKi nsey est i m a tes tha t  dem and  fo r na tu ra l  gas,  l ed  by i ndustri a l  dem and , wi l l  con t i nue  to  g row across a l l  secto rs un t i l  2035 ,  m aki ng  dem and  20  pe r
cen t  h i gher than  i t  i s today.  (Dem and  i s expected  to  p l a teau  a f te r 2035 .)

BLG’s M i l es P i t tm an , who  has vi si ted  Ch i na  fo r each  o f  the  l ast  f i ve  years,  sees em p i ri ca l  evi dence  fo r the  dem and . “Peop l e  i n  Asi a  a re  de f i n i te l y
i n te rested  i n  buyi ng  ou r na tu ra l  gas,” he  says.

BLG’s Ri chard  E i senbraum  no tes:  “T here ’s st i l l  l o ts o f  room  fo r o i l  and  gas no twi thstand i ng  the  p ressi ng  need  to  l ook a t  o the r energy sources.”

So  m uch  so  tha t  research  com m i ssi oned  by The  Guard i an  and  conducted  by Rystad  Energy,  the  Norweg i an  consu l tancy whose  da ta  i s regarded  as the
go l d  standard  fo r the  o i l  &  gas i ndustry,  p ro j ects an  e i gh t  pe r cen t  ri se  i n  the  p ro j ected  ou tpu t  o f  the  top  50  o i l  and  gas com pan i es be tween  2018  and
2030  — wh i ch  t ransl a tes to  som e seven  m i l l i on  add i t i ona l  b /d  ava i l ab l e  to  fu l f i l  dem and  fo r o i l .

Transition will be gradual

T he  upsho t  i s tha t  the  t ransi t i on  fo r the  o i l  and  gas i ndustry wi l l  be  g radua l ,  no t  ca tacl ysm i c.

“A f te r a l l ,  85  pe r cen t  o f  ou r energy needs today st i l l  com e f rom  fossi l  fue l s, ” no tes Pe te r Te rtzaki an ,  an  econom i st ,  i nvestm en t st ra teg i st ,  au tho r and
execu t i ve  d i recto r o f  ARC Energy Research  Inst i tu te .

Te rtzaki an  suggests tha t  understand i ng  the  dynam i c i n te rp l ay o f  t ransi t i on  and  d i srup t i on  i s the  key to  l ong -te rm  su rvi va l .

T here ’s l i t t l e  doub t  tha t  the  i ndustry — a t  l east  the  b i g  p l aye rs — a re  ge t t i ng  the  m essage .

Ci t i ng  the  need  to  be  m ore  consum er-d ri ven  than  eve r,  She l l  i n tends to  ha l ve  the  ne t  ca rbon  foo tp ri n t  o f  the  energy p roducts i t  se l l s by 2050 .  Part  o f
tha t  st ra tegy i s evi denced  i n  i ts seven  stra teg i c them es:  conven t i ona l  o i l  and  gas,  deep  wa te r,  sha l es,  i n teg ra ted  gas,  o i l  p roducts,  chem i ca l s and  the
recen t l y crea ted  New Energ i es busi ness tha t  focuses on  power and  new fue l s.

“She l l  cu rren t l y has 40 ,000  charge  po i n ts fo r e l ectri ci ty-powered  veh i cl es,  and  we  expect  tha t  by 2025 ,  20  pe r cen t  o f  ou r p ro f i t  wi l l  com e f rom
renewab l es,” Kap i tány says.

For i ts pa rt ,  Suncor wi l l  be  m ovi ng  f rom  e i gh th  p l ace  to  th i rd  am ong  e l ectri ci ty p roducers i n  A l be rta  when  i ts recen t l y announced  $1 .4  b i l l i on
i nvestm en t i n  800  M W o f  power cogenera t i on  a t  i ts Oi l  Sands Base  P l an t  com es on l i ne .  T he  p ro j ect  wi l l  reduce  the  com pany’s g reenhouse  gas
em i ssi ons (GHG) associ a ted  wi th  steam  p roduct i on  a t  the  faci l i ty by approxi m a te l y 25  pe r cen t .

Cl ea rl y,  e l ectri ca l  power p resen ts a  m assi ve  opportun i ty.

“T he  power i ndustry does no t  have  any worl d -sca l e  p l aye rs approach i ng  the  $400  b i l l i on  m arke t  cap  o f  a  com pany l i ke  Exxon ,” no tes Ed  Crooks,  Vi ce -
Cha i rm an  o f  Energy i n  the  Am eri cas fo r Wood  M acKenzi e  and  fo rm er energy ed i to r a t  the  Fi nanci a l  Ti mes.

M any t rad i t i ona l  o i l  &  gas com pan i es a re  usi ng  acqu i si t i ons,  pa rtne rsh i ps and  reb rand i ng  to  exp l o re  the  po ten t i a l  fo r g rowth  i n  power and  renewab l es.
To ta l ,  fo r exam p l e ,  acqu i red  SunPower to  crea te  a  new g l oba l  g i an t  i n  the  so l a r i ndustry,  and  She l l  reb randed  Fi rst  Ut i l i ty as She l l  Energy Re ta i l  L td .
i n  M arch  2019 ,  even  as the  com pany con f i rm ed  tha t  i t  had  swi tched  a l l  o f  i ts Bri t i sh  resi den t i a l  custom ers to  100  pe r cen t  renewab l e  e l ectri ci ty.

“A l l  the  European  m a j o rs have  shown stra teg i c i n ten t  towards new energ i es,” Crooks no tes.  “A l though  the  am oun ts i nvested  a re  st i l l  sm a l l  com pared  to
o i l  and  gas,  the re  a re  de f i n i te  p l ans to  ram p up .”

Consequen t l y,  BLG’s Jason  Wang  an t i ci pa tes a  sh i f t  i n  t ransact i ona l  st ra tegy.

“I  th i nk we ’re  go i ng  to  see  m ore  j o i n t  ven tu res as opposed  to  asse t  pu rchases,  and  m ore  o ffe ri ngs i nstead  o f  buybacks.”

BLG’s energy cl i en ts can  expect  new perspect i ves and  i nnova t i ve  st ra teg i es f rom  the i r counse l .

Bryan  fu rthe r a rt i cu l a tes tha t ,  “Go i ng  fo rward ,  I  wi l l  be  re -em phasi zi ng  to  m y cl i en ts tha t  the  t rad i t i ona l  ways o f  do i ng  th i ngs have  sh i f ted ,  and  tha t  to
su rvi ve  and  p rosper they wi l l  have  to  be  and  con t i nue  to  be  open  to  new ways o f  th i nki ng  i n  an  o l d  i ndustry. ”

By:  M i l es F.  P i t tm an,  Pe te r A .  Bryan
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