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 A supply-and-demand model of Tudor, Pickering, Holt & Co. 
predicts $80 a barrel of oil by year-end 2017 based on an 
outlook that global demand will grow 1 million B/D over the 
next 12 months, OPEC sustains its record levels of production 
and U.S. production continues to fall. 
 The model predicts that next year, WTI crude will average 
$75 a barrel and thereafter will remain flat at $80.  “This is at the 
extreme end of bullishness,” said Brandon Blossman, managing 
director at TP&H.  “We understand that we are at the far end of 
the spectrum and wear that proudly.”

 Blossman’s 1 million B/D of demand growth is lower than the 
International Energy Agency’s 1.2 million B/D forecast.
 Blossman made his remarks at the Ryder Scott reserves con-
ference in September.  His bullish predictions seemed attainable 
in October.  Oil gained $6 a barrel by Oct. 6, passing the $50 
mark after an announcement by OPEC in late September that it 
would remove 700,000 B/D from the market. 
 Oil production in North America continues to plunge.  “U.S. 
supply is falling like a rock,” he said. “We are down almost a 
million barrels a day from peak production, a more than 10 
percent reduction in a short time — a big decline.”  The TP&H 
model predicts that by December, U.S. onshore production will 
be falling to 1.5 million B/D below peak.
 On the flip side, organic global demand growth of H1 2016 
has been almost 1.5 million B/D.  “We have had very extraordi-

TP&H model predicts $80 oil by YE 2017 Quality acreage bringing in “pre-crash” selling prices, says BMO
 Price increases and less volatility 
this year have generated interest 
in acquisitions in the Eagle Ford, 
Haynesville, Permian and SCOOP/
STACK plays, said Geoff Roberts, 
managing director and head of U.S. 
A&D at BMO Capital Markets.  
 The problem now may be too 
much money chasing after too 
few deals.  “In the market, there is 
a shortage of high-quality assets 
with scale,” said Roberts. 
 Just how much private capital 
is on the sidelines and available?  
“Private equity providers have 
about $150 billion in ‘dry powder’ 

to invest in U.S. drilling and production,” said Roberts.  “Dry 
powder” refers to cash reserves or liquid assets available to 
deploy when needed.
 Roberts said, “A significant number of management teams 
have received large commitments and have yet to make their 
first acquisitions.  Some teams with no deals over last 18 

markets while demand grew at half that pace, 1.5 million B/D.   
 “That’s scary.  That’s a tremendous amount of excess oil,” 
said Blossman.
 Non-OPEC production also grew last year at 1.3 million 
B/D despite oil prices that were cut in half, indicating that 
U.S. supply is somewhat resilient.  “The industry is resilient at 

narily strong growth over last year 
and a half,” said Blossman.  
 OPEC supply is flat now at best, 
he said, while Saudi Arabia, by its 
own admission, has little excess 
production capacity relative to 
historical norms.  The bullish 
outlook “makes us feel warm and 
fuzzy,” remarked Blossman.

 He also presented the bear 
argument to support a low-
er-for-longer side, showing 
that since the Q4 2014, Saudi 
Arabia, Iran and Iraq have 
supplied almost 3 million B/D 
more crude products to global 
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$50 a barrel by cutting costs to get barrels to market at a much 
lower price tag,” said Blossman.  
 Technology has cut costs by optimizing rig efficiencies 
and fracing practices.  “Whether through an increase in lateral 
lengths or frac stages, technology rules the day,” remarked 
Blossman.
 Neither bulls nor bears get it right much of the time, he 
conceded.  “The experts don’t always get it right.  Often they 
are wrong,” said Blossman, who cautioned against putting too 
much stead in the analysis of broadcasting personalities. 
 “Talking heads” on TV put forth their own agenda and 
backfill with data points to support the notion that demand is 
slowing despite 30 years of global demand growth, said 
Blossman.  “This is the opposite of scanning data set to come 
up with a conclusion.”
 His message was that in the short term, market sentiment 
rules prices, not fundamentals, while individual data points don’t 
matter in the long term.  “Use common sense, think through the 
data and consider what you know historically,” said Blossman.
 He showed charts and graphs, including various price cycles 
since 1998 that provide a window into the predicted 2017 price 
recovery.  His presentation and others from the conference are 
posted at www.ryderscott.com/presentations/.

months are being shut down,” he 
remarked.
 See graph, “Quarterly Deal 
Activity,” which shows the num-
bers and values of corporate and 
asset transactions falling off 
rapidly in Q1 2015 and then 
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OPEC will need to produce at record levels as the market 
tightens in 2H16 and 2017 with less visible excess capacity.

partially rebounding this year to make up some lost ground.
 “Quality energy assets are seeing meaningful interest and 
selling for pre-crash prices,”  said Roberts.
 Even though commodity prices remained mired in $45 per 
barrel oil and $3 Mcf of gas, he said that U.S. breakeven prices 
per barrel for acquisitions have fallen significantly since 2014, 
with several at $41 a barrel.  Areas with BEPs at or below $41 a 
barrel include reservoirs in the Bone Spring, Eagle Ford, 
Niobrara, Stack and Wolfcamp plays.  
 The breakevens have fallen because service companies 
have had to cut day rates.   
 “Reduced prices from service companies are the only way 
for E&Ps to keep drilling,” said Roberts. “We expect A&D 
offerings and activity to increase if prices stabilize in the fourth 
quarter.  We also expect more horizontal drilling in convention-
al plays.”
 BMO is a diversified financial services provider offering 
investment banking in the oil and gas sector.   The company 
posts A&D Market Monitor newsletter, which offers metrics 
and analysis of the U.S. oil and gas deal market, at http://
datarooms.ca.bmo.com/_layouts/petris/loginpageBMOCAN.
aspx?ClientId=26.  




