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Momentum Builds for Oil and Gas Activity 

What's New This Quarter 

Starting with this quarter's survey, we will report on oil and gas executives'forecasts for year-end West Texas Intermediate crude oil and Henry 

Hub natural gas prices. These forecasts are presented in tables and charts. We also wi 11 report on changes in the uncertainty facing executives' 

company outlooks. 

This quarter's special questions include an annual update to our data on breakeven prices by basin, new information on oilfield services costs 

and comments on the outlook for the Permian Basin. 

Business activity continued to rise in the first quarter, according to oil and gas executives responding to the Dallas Fed Energy Survey. The business 

activity index-the survey's broadest measure of conditions facing Eleventh District energy firms-remained robust at 41.8, similar to last quarter's 

40.1 reading. For a second consecutive quarter, nearly all survey measures-including input costs and selling prices-reflected expansion on a 

quarterly basis. Responses from oilfield services firms were particularly strong. 

Oil and gas production increased for the second quarter in a row, according to executives at exploration and production (E&P) firms. The oil 

production index was 13.1, up from 9.0 last quarter, and the natural gas production index advanced to 17.6 from 3.1. This suggests oil and gas 

production is rising at an accelerating rate. 

Utilization of oilfield services firms' equipment increased but at a slower pace, with the corresponding index at z6.o, down from 35,9 last quarter. The 

index of prices received for oilfield services jumped to 18.3 from 6.8. 

Executives largely reported stable or rising wages and benefits, with the aggregate index at 17.1. Other labor market measures were somewhat 

mixed, however-positive for oilfield services companies but slightly negative for E&P companies. The employment indexes were-6.4 for E&P firms 

and 21.6 for services firms. The employee hours indexes showed a larger gap:-1.3 for E&P firms and 34.2 for services firms. 

Six-month outlooks continued to improve quarter-over-quarter, especially for oilfield services firms. Nearly 70 percent of services firms reported an 

improved outlook, while so percent of E&P firms reported an improved outlook. Capital expenditures continued to increase in the first quarter, and 

most E&P firms upped their expectations of 2018 capital spending. 

On average, respondents expect West Texas Intermediate (WTI) oil prices to climb to $53.49 per barrel by year-end despite recent price declines, with 

responses ranging from $30 to $65 per barrel. Respondents expect natural gas prices to remain close to recent levels: on average, they believe Henry 

Hub prices will end the year at $2.95 per million British thermal units (MM Btu). For reference, WTI spot prices averaged $47.73 per barrel and Henry 

Hub spot prices averaged $2.94 per MM Btu during the survey collection period. 

Next release: June 28, 2017 

Data were collected March 15-23, and 153 energy firms responded to the survey. Of the respondents, 78 were E&P firms and 75 were oilfield 

services firms. 

The Dallas Fed conducts the Dallas Fed Energy Survey quarterly to obtain a timely assessment of energy activity among oil and gas firms located 

or headquartered in the Eleventh District. Firms are asked whether business activity, employment, capital expenditures and other indicators 

increased, decreased or remained unchanged compared with the prior quarter and with the same quarter a year ago. Survey responses are used 

to calculate an index for each indicator. Each index is calculated by subtracting the percentage of respondents reporting a decrease from the 

percentage reporting an increase. When the share of firms reporting an increase exceeds the share reporting a decrease. the index will be greater 

than zero, suggesting the indicator has increased over the previous quarter. If the share of firms reporting a decrease exceeds the share reporting 

an increase, the index will be below zero, suggesting the indicator has decreased over the previous quarter. 
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• As long as the price of oil stays above $50 per barrel, production could reach three million barrels per day in five years and maybe reach five

million barrels per day in 10 years.

• I anticipate Permian production to grow by 650,000 barrels per day over the next nine months and to increase to 3 million barrels per day over

the next two years. I do not see rates going significantly over 3 million barrels per day over the next five or,o year periods.

• I expect production to be up significantly.

• I expect all three time frames to have increased production.

• Production numbers will be completely dependent on the price of oil. In the $40-45 range, activity will decrease. Above $60, activity will be

considerable. Between $45 and $60, drilling new wells will go up and down with the price.

• We're not certain. but we expect production to most likely be increasing over the next five years and decreasing after that.

• We expect a 10 percent increase in the next 12 months and believe production is totally unknown/not knowable in five to 10 years. There are

going to be competing fuel sources that could rapidly change the environment for fossil fuels.

• Any increases in production will be gobbled up in pricing. The market can only bear what demand is. As inventories are climbing, the price will

certainly drop. There is a worldwide oversupply of oil, so I cannot be optimistic about the future.

• We expect production to be about the same or higher. There will be ongoing production increases, but also ongoing production declines that will

likely offset each other. However, the declines may overtake the increases.

• Production will continue to grow if the price ofWTI remains at $50 per barrel or higher. If we see WTI drop back into the $30S, rigs will drop and

activity will slow. Based on current WTI, my prediction of production is 2.5 million barrels per day in 2018 and 4 million barrels per day in 2022.

• 2018: up 2 million barrels per day. 2023: up 1.5 million barrels per day. 2028: down 2 million barrels per day.

• 2018: 2.2 million barrels per day. Five years from now: 3 million barrels per day. Ten years from now: 3.5 million barrels per day.

• 2018: 3 million barrels per day. Five years from now: 4-5 million barrels per day. Ten years from now: 4 million barrels per day.

• Next year: 2 million barrels per day. Five years from now: 3 million barrels per day. Ten years from now: 3.5 million barrels per day.

• Five years from now: up 20 percent. Ten years from now: up 15 percent.

• Five years from now: 3.5 million barrels per day. Ten years from now: 5 million barrels per day.

• Next year: 2.5 million barrels per day. Five years from now: 4.25 million barrels per day. Ten years from now: 6 million barrels per day.

• Next year: 2.25 million barrels per day. Five years from now: 3 million barrels per day. Ten years from now: unknown.

• Next year: 2.3 million barrels per day. Five years from now: 3.5 million barrels per day. Ten years from now: 3 million barrels per day.

• Next year: 3 million barrels per day. Five years from now: 5 million barrels per day. Ten years from now: 7 million barrels per day.

Questions regarding the Dallas Fed Energy Survey can be addressed to Michael Plante at Michael. Plante@dal.frb.org. 
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