The Shale Gas Revolution Is A Media Myth | OilPrice.com

Welcome To The Grour
Tomorrow’'s Gold

@OILPRICE:

The No. 1 Source for Qil & Energy News

WTI Crude *0.54 Brent Crude*0-53
50.25 52.75

Natural Gas Gasoline *0.0306
2.82 1.6764

Heating Oil+0.0283
1.6692

BREAKING NEWS: Washington Could Suspend Oil Exports To Venezuela

Home / Energy / Natural Gas /

The Shale Gas Revolution Is A
Media Myth

ARTHUR By Arthur Berman - Jul 05, 2017, 6:00 PM CDT
BERMAN

Arthur E. Berman is
a petroleum .
geologist with 36 S ﬁ\ S ’ d J
years of oil and gas :
industry experience. — “g“'_ .

He is an expert on
U.S. shale plays
and...

- 1%
e ; L E \
. j . ' !

More Info
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despite popular but incorrect narratives that it is lower.
The average spot price of gas has been $3.77 since shale
gas became the sustaining factor in U.S. supply (2009-
2017). Medium-term prices should logically average about
$4/mmBtu.

A crucial consideration going forward, however, will be the
availability of capital. Credit markets have been willing to
support unprofitable shale gas drilling since the 2008
Financial Collapse. If that support continues, medium-term
prices for gas may be lower, perhaps in the $3.25/mmBtu
range. The average spot price for the last 7 months has
been $3.13.

Gas supply models over the last 50 years have been
consistently wrong. Over that period, experts all agreed
that existing conditions of abundance or scarcity would
define the foreseeable future. That led to billions of dollars
of wasted investment on LNG import facilities.

Today, most experts assume that gas abundance and low
price will define the next several decades because of
shale gas. This had led to massive investment in LNG
export facilities. Both the assumption and its investment
corollary should be carefully examined through the lens of
history.

The Lens of History

The last 40 years have been characterized by two periods
of normal gas supply, and two periods of gas-resource
scarcity. Supply was tight from 1980 through 1986, and
gas prices averaged $5.57/mmBtu (all values in this report
are in April 2017 dollars) (Figure 1). Normal supply was
restored from 1987 through 1999, and gas prices
averaged $3.24/mmBtu.
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Cost Structure of Shale Gas Plays Consistent With 40-Year Natural Gas Average
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Figure 1. Cost Structure of Shale Gas Plays Consistent
With 40-Year Natural Gas Average. Source: EIA, U.S.
Dept. of Labor Statistics and Labyrinth Consulting
Services, Inc.

Scarcity returned from 2000 through 2008, and prices
averaged $7.72/mmBtu. Shale gas production began with
the Barnett Shale in the 1990s. Development of other
shale gas plays culminating in the giant Marcellus
completed the return to normal supply. Prices since 2009
have averaged $3.77/mmBtu.

Because prices fell about 50 percent with growth of shale
gas production, many assume that shale gas is low-cost.
That is only true compared with the preceding period of
high prices that resulted from resource scarcity, but not
compared with conventional gas prices during periods of
normal supply.

The 40-year average gas price since 1976 has been
$4.70/mmBtu. Excluding periods of resource scarcity, it
has been $3.40. The average cost of conventional gas
from 1987-2000 was $3.42/mmBtu. During the period of
shale gas supply dominance (2009-2017), prices have
averaged $3.77 (Figure 2).
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Cost Structure of Shale Gas (2009-2017) Higher Than Conventional Gas 1987-2000
All Values in April 2017 Dollars
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Figure 2. Cost Structure of Shale Gas (2009-2017) Higher
Than Conventional Gas 1987-2000. Source: EIA, U.S.
Dept. of Labor Statistics and Labyrinth Consulting
Services, Inc.

Gas Supply Models Consistently Wrong and
LNG The Wrong Solution

The lesson from history is that U.S. gas supply is highly
uncertain. Normal supply characterized 60 percent of the
period since 1976, but scarcity characterized the
remaining 40 percent. During each episode of either
normal or tight supply, experts agreed that existing
conditions would define the long-term. They were
consistently wrong.

Cheap, regulated natural gas was abundant in the 1950s
and 1960s, and most analysts believed that this would be
the case for decades. Abundance and low price led to
demand growth of 283 percent (45 bcf/d) between 1950
and 1972 (Figure 3).
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Figure 3. U.S. Gas Models Have Been Consistently
Wrong For 50 Years. Source: EIA, U.S. Dept. of Labor
Statistics and Labyrinth Consulting Services, Inc.

Supply could not keep pace and there were acute
shortages of gas during the winter of 1970. By 1977,
shortages had grown to crisis proportions. Few saw this
coming partly because of incorrect reserve estimates.

Experts agreed that scarcity would be the case for
decades and that imported LNG was the only solution.
Four LNG import terminals were built between 1971 and
1980. Limited gas supply led to a golden age of nuclear
and coal-fired power plants that largely re-balanced the
electricity market. Government subsidies and tax credits
provided incentives to evaluate shale gas and coal-bed
methane as alternative sources of natural gas.

The 1980s and 1990s were a period of great stability in
natural gas prices. Increased pipeline imports from
Canada gave the false impression that, once again, there
was cheap and abundant natural gas for decades to
come. All LNG plants were closed and some were used
for gas storage.

Amendments to the Clean Air Act in 1990 caused many
power plants to switch to natural gas to replace coal.
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Demand for natural gas increased 40 percent (15 bcf/d)
but production did not keep pace with demand growth
despite increased gas-directed drilling.

Canadian and U.S. gas production peaked in 2001 and by
2003, LNG import terminals were re-opened and capacity
was expanded. More than 42 additional import facilities
were proposed between 2001-2006. Seven were built.
Experts agreed that LNG import was, once again, the only
solution to the gas-supply problem.

The first long-lateral horizontal wells were drilled in the
Barnett Shale in 2003. By late 2006, shale gas production

in the Barnett, Fayetteville and other shale gas plays
exceeded 4 bcf/d and confounded not only the U.S. LNG
import market but also the global LNG industry that had
planned on the U.S. being the market of last resort.

In every supply cycle, major investments in LNG were
either undertaken or abandoned. Total installed LNG
import capacity reached 18.7 bcf/d but imports averaged
only 1.3 bcf/d from 2000-2008 and never exceeded 2.1
bcf/d. That's an average utilization of 7 percent and a
maximum of 11 percent. The original cost for the terminals
was approximately $18 billion. How could industry
analysts, company executives and investors get things so
wrong?

Now, experts agree that, because of production from
shale, gas will be abundant and cheap forever. LNG
exports began in early 2016, and the U.S. became a net
exporter of gas in April 2017. Seven previously failed
import facilities are being converted for LNG export at an
anticipated cost of approximately $48 billion. Three other
export terminals have been approved by the Department
of Energy (Figure 4) and applications for a total of 42
export terminals and capacity expansions have been
approved.
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North American LNG Import/Export Terminals
Approved

Import Terminals

us.
APPROVED - UNDER CONSTRUCTION - FERC
1. Corpus Christi, TX: 0.4 Befd (Cheniere - Corpus Christi LNG) (CP12-507)

APPROVED - NOT UNDER CONSTRUCTION - FERC
2. Salinas, PR: 0.6 Befd (Aguime Offshore GasPort, LLC) (CP13-193)

APPROVED - NOT UNDER CONSTRUCTION - MARADICoast Guard
3. Gulf of Mexico: 1.0 Bcfd (Main Pass McMoRan Exp.)
4. Gulf of Mexico: 1.4 Befd (TORP Technology-Bienville LNG)

Export Terminals

us.
APPROVED - UNDER CONSTRUCTION - FERC
5. Sabine, LA: 0.7 Befd (Cheniere/Sabine Pass LNG) (CP11-72 & CP14-12)
6. Hackberry, LA: 2.1 Befd (Sempra-Cameron LNG) (CP13-25)
7. Freeport, TX: 2.14 Befd (Freeport LNG Dev/Freeport LNG Expansion/FLNG
Liquefaction) (CP12-509) (CP15-518)
8. Cove Point, MD: 0.82 Befd (Dominion-Cove Point LNG) (CP13-113)
9. Corpus Christi, TX: 2.14 Befd (Cheniere ~ Corpus Christi LNG) (CP12-507)
10. Sabine Pass, LA: 1.40 Bcfd (Sabine Pass Liquefaction) (CP13-552) &
11. Elba Island, GA: 0.35 Bcfd (Southern LNG Company) (GP14-103)

APPROVED - NOT UNDER CONSTRUCTION - FERC
12. Lake Charles, LA: 2.2 Bcfd (Southern Union - Lake Charles LNG) (CP14-120)
13. Lake Charles, LA: 1.08 Befd (Magnolia LNG) (GP14-347)
2] 14. Hackberry, LA: 1.41 Bcfd (Sempra - Cameron LNG) (CP15-560)
15. Sabine Pass, TX: 2.1 Befd (ExxonMobil - Golden Pass) (CP14-517)

US Jurisdiction

@ Fere Canada
@ MARADIUSCG As of May 1, 2017 APPROVED - NOT UNDER CONSTRUCTION
16. Port Hawkesbury, NS: 0.5 Bcfd (Bear Head LNG)
17. Kitimat, BC: 3.23 Befd (LNG Canada)
18. Squamish, BC: 0.29 Beld (Woadfibre LNG Ltd)
19. Prince Rupert Island, BC: 2.74 Befd (Pacific Northwest LNG)

* Trains 5 & 6 with Train § under construction

(Click to enlarge)

Figure 4. North American LNG Import/Export Terminals
Approved. Source: FERC.

The total of approved export applications amounts to more
than 54 bcf/d—75 percent of U.S. dry gas production.
Daily U.S. dry gas production in 2016 was 72 bcf/d. Are
we repeating the mistakes of LNG import in reverse?

Related: Largest EV Charging Network Just
Landed A Huge Deal With GE

The Natural Gas Act (1938) states that the Department of
Energy should approve an application unless “the
proposed exportation or importation will not be consistent
with the public interest.” It is, therefore, not a question of
whether or not to regulate but rather, how to regulate in
the public interest. Approving LNG export applications for
75 percent of U.S. production does not seem to be in the
public interest from either a supply security or gas price
standpoint.

Shale Gas Marginal Cost

Shale gas producers have been making exaggerated
claims about low-cost supply for so long that markets now
believe them. Sell-side analysts routinely gush about sub-
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$3 break-even prices despite corporate income
statements and balance sheets that show otherwise.

Marcellus leaders Cabot, Range and Antero spent an
average of $1.43 for every dollar they earned in 2016;
Chesapeake had negative earnings for the year—it
couldn’t even pay for operating expenses out of revenues
before capital expenditures and other costs.

Rig count is a direct indicator of how oil and gas
producers choose to allocate capital. It is, therefore, a
simple way to judge marginal costs by how companies
“vote with their feet.” Horizontal shale gas rig counts
remained fairly flat in 2014 when gas prices fell from more
than $6/mmBtu to $4 (Figure 5). Rig counts collapsed,
however, when prices fell below $4.

Shale Gas Plays Have $4 Marginal Cost

Rig Counts Flattened
Marcellus With Failureto  **
Reach $4 Price

Flat Rig Counts When

Prices Fell From S6 to $4

Haynesville
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Figure 5. Shale Gas Plays Have $4 Marginal Cost.
Source: EIA, Baker Hughes and Labyrinth Consulting
Services, Inc.

Gas prices reached a weekly average low price of
$1.57/mmBtu in February 2016 and then, rose
consistently through the end of 2016. Shale gas rig counts
doubled on expectation of $4 gas prices but flattened
when prices failed to reach that threshold. The implication
is that the marginal cost of shale gas is approximately
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$4/mmBtu.
The Bearish Scenario

Most gas-market observers anticipate a supply glut and
gas-price collapse beginning late in 2017 because of new
pipeline take-away capacity from the Marcellus-Utica
plays. Associated gas from tight oil plays—the Permian
basin in particular—is expected to extend this bearish
view some years into the future.

Forward curves reflect this perspective. Their term
structure is inverted meaning that near-term futures prices
are higher than longer-term prices (Figure 6). Market
traders are betting that winter gas prices will peak
between $3.25 and $3.50/mmBtu and fall below $3 in
early 2018. The volume of contracts beyond May 2018
approaches zero so the picture of worsening prices is
speculative even a year into the future.

Henry Hub Forward Curves Are Currently in the $2.70-$3.30 Range

w80 | May 15, 2017

1 June 30, 2017

NYMEX Futures Price (S/
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Figure 6. Henry Hub Forward Curves Are Currently in the
$2.70 to $3.30/mmBtu Range. Source: CME and
Labyrinth Consulting Services, Inc.

The bearish scenario will be disastrous for producers
whose share prices have fallen nearly 30 percent already
in 2017 (Figure 7). Although investors have been willing to
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fund the unprofitable efforts of these companies for many
years, | suspect that their patience is wearing about as
thin as it has lately for tight oil.

Natural Gas Equity Shares Have Fallen 29% Since January 2017

ISI-Revere Natural Gas
Index (FCG)

$/share

s Source: Google Finance & Labyrinth Consulting Services, Inc.
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Figure 7. Natural Gas Equity Shares Have Fallen 29
percent Since January 2017. Source: Google Finance and
Labyrinth Consulting Services, Inc.

Some analysts incorrectly believe that shale gas
producers have already pushed costs so low through
technology and efficiency innovation that sub-$3 gas
prices will become the new normal. Although it is true that
costs have fallen substantially, than because of
deflationary pricing by the service industry and less
because of technology and innovation.

The Biggest Winner Of The Oil Price
Rebound

As oil makes a quick recovery, two billionaires have
joined forces to take advantage of the incredibly
cheap deals in the market. This is a rare opportunity
for regular investors to invest right alongside these
two tycoons in a new venture.

Click here to find out more

In fact, the technology that enables unconventional oil and
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gas production resulted in a 4-fold increase in oil and gas
drilling costs from 2003 to 2014 (Figure 8). Depressed
demand since 2014 has resulted in a 45 percent reduction
in drilling costs and this accounts for most savings.

The Cost of Drilling Oil and Gas Wells Fell 45% After The Qil-Price Collapse;
Unconventional Plays Resulted In a 4-fold Increase in Drilling Costs
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Figure 8. The Cost of Drilling Oil and Gas Wells Fell 45
percent After The Oil-Price Collapse. Unconventional
Plays Resulted in a 4-fold Increase in Drilling Costs.
Source: U.S. Federal Reserve Bank, EIA and Labyrinth
Consulting Services, Inc.

| have little doubt that there will be downward pressure on
gas prices in the near term but do not see how sub-$3
prices can become the new normal. Producers have send-
or-pay agreements with the pipelines that will carry new
supply from the Marcellus and Utica plays. Some of these
projects will probably deliver gas to Canada and LNG
export markets having limited effect on domestic supply.
Similarly, much future Permian basin gas will likely go to
Mexico. New supply from the Marcellus and Utica plays
will inevitably force gas from higher cost plays out of the
market.

New volumes that enter the domestic market must first

overcome the present supply deficit (Figure 9). Gas
production fell more than 4 bcf/d from February 2016 to
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January 2017. EIA forecasts that production will increase
4.7 bef/d in 2017 but only 1.9 bcf/d in 2018. EIA
anticipates monthly average prices above $3.00 in 2018
ending the year at $3.66/mmBtu.

EIA Forecast: Supply Deficit & Prices Rising to $3.66 By December 2018
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Figure 9. EIA Forecast: Supply Deficit & Prices Rising to
$3.66 By December 2018. Source: EIA June 2017 STEO
and Labyrinth Consulting Services, Inc.

This is only a forecast and certainly incorrect in its details
but EIA’'s domestic gas forecasts have been notionally
reliable over the past several years. Increased
consumption and exports should keep supplies relatively
tight, and prices reasonably strong.

Broadcast The Boom Boom Boom and Make
'Em All Dance To It

Since the early 2000s, producers and analysts have
proclaimed that shale gas is a "game-changing," end of
history-type phenomenon. From now on, natural gas will
be abundant and cheap. The United States was running
out of natural gas before 2009 but now can afford to
export to the world. We were lost but now are found.

In late March, Morgan Stanley analysts wrote that
Haynesville Shale "break-evens now sit comfortably below

http://oilprice.com/Energy/Natural-Gas/The-Shale-Gas-Revolution-1s-A-Media-Myth.html[7/31/2017 2:52:28 PM]


http://cdn.oilprice.com//images/tinymce/ab9.jpg
https://fa.morganstanley.com/hillgroup/mediahandler/media/41640/Natural%20Gas_Don%27t%20Bet%20Against%20Innovation_Sub-%243%20Is%20the%20New%20Normal.pdf

The Shale Gas Revolution Is A Media Myth | OilPrice.com

$3/MMBtu" and Marcellus-Utica "break-evens range from
$1.50 to $2.50/MMBtu." Yet, with average gas prices
above $3 for the last 7 months, none of that good news
can be found in the balance sheets and income
statements of the main producers in those plays.

Shale gas companies spent an average of $1.42 for every
dollar they earned in the first quarter of 2017 (Figure 10).
That average excludes Gulfport and Chesapeake whose
capital expenditure-to-cash flow ratio was 10.7 and 5.4,
respectively. Including those two operators, companies
spent $2.12 for every dollar they earned. It doesn't seem
like even $3 gas is working very well.

EIA Forecast: Supply Deficit & Prices Rising to $3.66 By December 2018
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Figure 10. Shale Gas Companies Spent $1.42 For Every
Dollar Earned in Q1 2017 Excluding Gulfport and
Chesapeake; $2.12 for Every Dollar Including Gulfport and
Chesapeake. Source: Google Finance and Labyrinth
Consulting Services, Inc.

Bernstein Research published a report in May ("Inventory
a plenty in Appalachia- we estimate at least 20 years of
drilling remain™) that predicted 19-37 years of Marcellus-
Utica "inventory at a steady-state production profile of 36
Bcfd"---current production is about 24 bcf/d. | know of no
other oil or gas field in the history of the world with a
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trajectory of increasing production for so long.

That's because Bernstein has made a technically
recoverable resource estimate with quite optimistic
spacing assumptions.* The report does not tell us
anything about gas volumes that are commercial to
produce at a some gas price.

To place this and other sell-side reports in context, | re-
visited the Bureau of Economic Geology's (BEG)
production forecast for the Barnett Shale published in
2013. The BEG study determined individual well reserves
and economics for 15,000 Barnett wells at $4 gas prices.

Figure 11 shows that actual Barnett production (from
Drilling Info) has fallen far short of the BEG forecast and
will probably result in much-reduced ultimate recoveries.
That is not because the BEG study was flawed but
because gas prices have been lower than the $4/mmBtu
price assumed in their forecast.

BASE-CASE PRODUCTION FORECAST 6. 5
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Figure 11. Comparison of Bureau of Economic Geology
(BEG) Barnett Shale Production Forecast and Actual
Barnett Production. Source: Bureau of Economic Geology,
Drilling Info and Labyrinth Consulting Services, Inc.
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If Barnett production varies so much from the BEG's
scrupulous analysis and forecast, how can we have
confidence in less rigorous analyst reports that call for
decades of cheap, abundant shale-gas supply?

The Barnett and Fayetteville shale plays are dead at
current prices because their core areas have been fully
developed. Rig counts reflect this unavoidable reality
(Figure 12). Considerable resources remain but not at
sub-$4 gas prices. The Marcellus and Utica will inevitably
meet the same fate--all fields do. Higher marginal cost of
production outside the core will result in more supply but
will also require higher gas prices to develop and produce.

Barnett & Fayetteville Have Much Higher Marginal Costs Than Marcellus, Utica or Haynesville
Barnett-Fayetteville core areas are fully developed
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Figure 12. Barnett & Fayetteville Have Much Higher
Marginal Costs Than Marcellus, Utica or Haynesuville:
Barnett-Fayetteville Core Areas Are Fully Developed.
Source: EIA, Baker Hughes and Labyrinth Consulting
Services, Inc.

Few analysts seem to consider the economics of shale
gas as a limiting factor to output and, therefore, to supply.
Perhaps they actually believe the phony economics that
lead to supposed break-even prices for the Marcellus and
Utica in the $1.50 to $2.00 range.

But price matters and production growth lags price change
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by approximately 10 months. Gas prices fell below $4 in
late 2014, and about 10 months later, production growth
slowed from almost 7 percent to 1 percent (Figure 13).
Gas supply is fairly tight today because year-over-year
production growth has been negative for 14 consecutive
months.

Production Response Lags Price Change by ~10 months
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Figure 13. Production Response Lags Price Change by
~10 months. Source: EIA, U.S. Dept. of Labor Statistics
and Labyrinth Consulting Services, Inc.

Gas production has increased since January, and the EIA
forecasts that this will continue through 2018. Yet, EIA
data also indicates continuing tight supply. That is
because demand is increasing while pipeline and LNG
exports are increasing.

Related: Corpus Christi Set To Become The
Next Oil Export Hotspot

Most analysts believe that gas prices will collapse in early
2018 as new Marcellus and Utica pipelines bring new
supply to market. That may be for the short term but
evidence suggests that gas prices will recover and remain
fairly strong over the medium term. After one of the
mildest winters in history, gas prices remain in the
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$3.00/mmBtu range and comparative inventories have
fallen for 3 consecutive weeks.

Production growth, rig count data and company balance
sheets all indicate that the marginal cost of shale gas
production is about $4/mmBtu. Yet, most analysts say it
isn't so. Gas supply and price models have been
consistently wrong for 5 decades. Yet, this time it will be
different. LNG import terminals were investment fiascos
but LNG export will be a great success.

All ruling theories falter and are replaced by new
paradigms. It is unlikely that shale gas will be an
exception.

There are wildcards that might prolong the shale gas
phenomenon. Increased associated gas from tight oil
plays particularly in the Permian basin might provide a few
more years of proxy shale gas supply. Today, much of
that gas is flared to avoid tie-in and processing expenses.
Almost 40 percent of current Permian gas goes to Mexico,
and it is reasonable that more future Permian gas will be
exported than face gas-on-gas competition in other
regions of the U.S. In addition, optimistic forecasts for
Permian gas assume $60/barrel oil prices that now seem
increasingly unlikely.

Credit markets are another wildcard. Investors have been
willing to look pas t evidence that shale gas is
unprofitable. This is based largely on the expectation that
negative cash flow is normal during field development and
that profits will come later. The problem with this is that
shale gas decline rates average about 30 percent and
capital expenditures never end.

The lens of history places shale gas in its proper
perspective. The plays are not lower-cost than
conventional gas plays. They are only low-cost compared
with higher prices that resulted from depletion of
conventional gas plays in the early 2000s.

Shale gas is not a revolution but it bought the U.S. a
decade or so of normal supply before facing another
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period of gas scarcity.

The plays are large but finite, and price matters. The
industry has abandoned the early shale gas plays---the
Barnett and Fayetteville---because their core areas are
fully developed, and the cost to develop marginal
resources is higher than itis in the core areas of the
Marcellus and Utica plays.

Those newer plays will follow the same pattern of growth,
peak and slow decline as the Barnett and Fayetteville, as
all plays have in the long history of the oil and gas
industry. The idea that shale plays are somehow different
defies the well-established laws of earth physics and
depletion.

The shale gas story claims success based on resource
size but not reserves. It emphasizes production volumes
but not the cost of that production. Its champions focus on
the technology that makes the plays possible but not the
cost of that technology. Break-even prices are discussed
rather than profits because the plays are not profitable. No
smart investor puts his money in break-even projects
anyway. When economics are addressed, analysts and
industry exclude important expenses that we are told are
sunk and can, therefore, be ignored.

The shale gas story is accepted because it paints a picture
that fulfills aspirations of American energy independence,
re-emerging political strength, and economic growth.

If the story is repeated enough, maybe it will become true.

Broadcast the boom, boom, boom and make 'em all
dance to it.*

*Bernstein considers 100-acre spacing conservative.
Assumed average-well EUR of 17 bcf suggests a much
larger drainage area to me and, therefore, full
development at a much lower well density than 100-acres
per well.

*Lorde, "At The Louvre."
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l Bob on July 05 2017 said:

Berman remains our most important gadfly in the energy business, a necessary, smart skeptic, always
capable of puncturing the optimists predictions of endless supplies and higher prices. The folks who try to
make sense out of the constant hype owe Berman a lot.

x Bill Simpson on July 06 2017 said:

And the heads of Exxon, Shell & Total just met with the Qatar leader, urging him to vastly increase their
production of LNG, which they have the resources to easily do.
How can that much gas and NGL get trapped in one spot? Amazing.

l Amveton July 06 2017 said:

Thank you Mr Berman.
Please do an analysis of the European NG situation. | suspect it is no more factual than the US situation.

Regards.
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Bud on July 06 2017 said:

The Marcellus and Utica make these long winded comparisons somewhat obsolete. You are correct, of
course, in the relationship between price and resource development and availability, but you don't really
discuss differentials. Why? Innovation, technology, infrastructure and learning curve, as well as capital
should favor the Utica at some point. 18 months ago, M2 spot was down as low as 50 cents, but if
differentials equalize around 3 bucks due to adequate infrastructure it will be hard to ignore acreage that can
produce wells with initial ips of 50-150 million cubic feet per day. Will those wells cost 6 million or 12 in
production, what will happen to spot, will exports hold spot up, and the big question: will we allow foreigners
to roll up the companies and contracts...

John Doyle on July 06 2017 said:

All this argy bargy over pricing energy supplies is going to require government subsidising the whole
industry eventually. If oil etc are so expensive the public cannot afford it, OR if the supplies are so cheap
the industry is facing bankruptcy, then it can't continue without help.

The energy supply is so fundamental to a functioning economy that only a derelict government would let it
run down. While it's not much required now, beyond the existing subsidies, the future will be different.

A Monetary Sovereign government can quite easily buy the oil and gas and distribute it at a viable price for
the economy. Just like the Fed bailed out the GFC banks with no compunction [to the tune of $28,
TRILLION] they just mark up reserve accounts in the fed with the numbers representing the subsidy.

It is bound to happen. Our future cannot just be like today, as we live in a finite world.

Dan on July 07 2017 said:

Would we not all agree that for the past 8 or 9 years the government has been controlling gas prices to
make the depression not so noticable? If we get low on storage, just fudge the numbers and import more
from Canada. Remember the report on zerohedge the globalist only wanted one energy company for the
U.S.. The one in their portfolio.

Pete on July 11 2017 said:
Much to say but true. To boil it all down....

$4 finding cost, even that is optimistic, and $3.00 price at the wellhead not counting compression and
transport fees. All with no upside, just down side in this topsie turbie logic. But to hell with price because our

http://oilprice.com/Energy/Natural-Gas/The-Shale-Gas-Revolution-1s-A-Media-Myth.html[7/31/2017 2:52:28 PM]



The Shale Gas Revolution Is A Media Myth | OilPrice.com

country needs cheap natural gas and the suckers all line up to invest in the myth of profitability.
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