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The Squeakiest Wheel Gets the Most Oil 

There is a small but vocal cabal that has been calling the beginning of 
the end of the oil and gas sector, a reflection in our mind, of the 
climate change lobby’s (“CCL’s”) command of the current narrative. 
Such has been that command, that it has created a situation where a 
17-year-old’s experience in favour of the “cause du jour” can be 
deemed to supersede that of scientists, whose careers often span 
decades, but whose findings question the perceived orthodoxy.  

In this digital age, it is easy to understand the role that a stable energy 
supply has in creating an environment in growth can flourish. By 
extension, having access to relatively cheap, scalable and stable energy, 
helps to provide all segments of society with the same opportunities. 
Nowhere is this better understood than in less developed nations, 
where access to relatively cheap, scalable and stable energy supplies is 
one of the key contributors to progress. This has been conveniently 
forgotten by the CCL, who rather than seeking equal opportunities for 
all, appear to want to equal results for all, which means that you have 
to level everybody down to the lowest common denominator.  

The CCL is currently making the loudest noise, and as we know, is the 
squeakiest wheel gets the most oil. It has prompted some companies, 
some usually known for their considered approaches, to “gallop 
green,” with such indecent haste, that it already threatens the future 
oil and gas supply/demand balance.  

As we move towards net zero, in an open market economy, you must 
stimulate the demand segment you want to grow, and not regulate the 
shrinkage of the part that you don’t. Ultimately, what a lot of the CCL 
seem to be forgetting is that the people have the power to decide. If 
there is too rapid a move, leading to a deterioration of peoples’ 
quality-of-life, then there will be a backlash against it, potentially setting 
back what is a laudable objective. If a government doesn’t represent 
the citizenry, then it is removed. If you deny the citizenry it’s freedom 
to dictate its own course, then it revolts, and there are very few 
peaceful revolutions. It is time to start having a balanced conversation, 
one that reflects the complexity of the issue.  
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Fingertip Figures 

Table 1 – Commodity Prices 

Item Price 
1 Week Change 

(Net) (%) 

Crude  

Brent ($/bbl) 

WTI ($/bbl) 

OPEC ($/bbl) 

WCS ($/bbl) 

 62.95 (0.90) (1.41%) 

 59.32 (2.13) (3.47%) 

 61.22 (0.55) (0.89%) 

 50.97 (2.13) (4.01%) 

Natural Gas  

Henry Hub ($/mm btu) 

NBP (p/therm) 

JKM ($/mm btu) 

Dutch-TTF (€/MWh) 

PSV (€/MWh) 

De Gas Pool (€/MWh) 

 2.72 (0.06) (2.08%) 

 47.39 0.18 0.38% 

 7.35 0.15 2.01% 

 18.94 (0.22) (1.13%) 

 19.99 (0.18) (0.88%) 

 19.30 (0.22) (1.15%) 

Currencies  

GBP ($/£) 

EUR (€/$) 

JPY (¥/$) 

NOK (N₭/$) 

RUB (₽/$) 

 1.373 (0.009) (0.66%) 

 1.189 0.013 1.10% 

 109.6 (1.010) (0.91%) 

 8.514 (0.017) (0.20%) 

 77.38 1.016 1.33% 

Source: FactSet & OGA data 

Figure 1 – Commodity Charts 
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Commentary 

Oil Markets 
There is a growing call of observers that are calling the top of 
the current crude cycle, stating that there is ample supply, 
both now and in the future, to meet global needs, especially 
with the high degree of substitution that will happen as the 
economies start to open up. 

What this fails to take into account, however, is the fact that 
although Iran is currently under sanction, Iranian crude is still 
finding a home in China, and it’s naïve to think that Iran’s 
ability to deliver crude to China doesn’t impact the global 
supply/demand balance.  

Unlike those that are gleefully ringing the bell of the start of 
the end of the oil and gas business, we are of the opposite 
opinion. We would argue that demand, although improving, 
hasn’t recovered to pre-Covid levels, and that we should 
expect above trend growth in 2021 and 2022 to allow a 
“reversion to mean.”  

If we assume that the US is most likely to be the first of the 
major world economies to return to full economic function, 
then as is amply demonstrated by the refinery utilisation, we 
are still at the low-end of the five-year utilisations (Figure 2).  

Figure 2 – Refinery Utilisation 
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Source: DoE, FactSet & OGA data  

While supply is still recovering, we think the supply recovery 
is lagging too. One of the key features that we have observed 
since the opening of the US economy in the 2020, has been 
what we believe to be the increased focus by US domestic 
producers on strengthening balance sheets, with excess cash 
flow now being directed towards paying down debt, opposed 
to reinvesting in growing production. 

We believe that this is one of the primary reasons for the 
recent downward revision to US domestic production for 
2021 and beyond, as detailed in the Energy Information 
Administration’s (“EIA’s”) latest Short-Term Energy Outlook 
(“STEO”), published on 6th April.  

The corollary of this shift in focus is that the wholesale 
“opening up of the taps” expected from US domestic 

producers hasn’t happened, which has created confidence that 
the floor for the oil price is coming up to meet the current 
pricing environment.  

To some extent, this has been reflected in EIA’s April STEO, 
which upgraded the Brent average for the remainder of 2021 
and into 2022.  

The fact that the US domestic producers have not returned 
to pre-Covid production levels has also been reflected in the 
inventory’s, which although the US economy is not fully 
functioning (as measured by refinery utilisation), has also 
impacted US inventories (Figure 3). 

Figure 3 – US Inventories 
m bbl 
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In the longer term, given the lack of investment in upstream 
projects, what this means is that the “above trend demand” 
will be delivered from existing projects, which will have the 
net impact of accelerating the “end-of-life programs.” As a 
result, we see continued supply-side pressure in the medium 
to longer term, and given the fact that oil is a deep and liquid 
commodity, prices can only go one way.  

Rig Markets 
As is evident from Figure 27 (Page 6), rig utilisation rates 
continue to stage a recovery in the United States (+0.5%), but 
as is abundantly clear from Table 2 (Page 6), this recovery is 
not universal. 

In fact, Canada’s rig utilisation now appears to be as bad as it 
was in the depths of the Covid lockdown (58 rates, -15.9%), 
which continues to underline the damage that the Canadian 
government has inflicted on its domestic oil and gas business. 

While the US is at one end, Canada is at the other, globally 
there appears to be an ongoing malaise, with rig utilisation 
rates remaining flat.  

What we believe that this points towards is the hastening of 
the supply-side squeeze, potentially accelerating the start of 
the supercycle. While we have no doubt that idle rates will be 
able to be turned around in quite short order, the increased 
focus on ESG driven by overzealous politicians, could yet see 
unintended consequences globally. 
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Charts 

Oil Charts 
Figure 4 – International Benchmark Prices – Last 7 Days 
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Source: FactSet & OGA data  

Figure 5 – Brent Forwards 
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Source: FactSet & OGA data  

Figure 6 – WTI Forwards 
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Source: FactSet & OGA data  

Historic Pricing 

Figure 7 – Brent 
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Source: FactSet & OGA data  

Figure 8 – WTI 
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Source: FactSet & OGA data  

Figure 9 – OPEC 
$/bbl 
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Source: FactSet & OGA data  



 

Commodity Week 12 April 2021 
 
 

 
Oil & Gas Advisors 4 
 

Figure 10 – WCS 
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Source: FactSet & OGA data  

Figure 11 – Differentials 
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Source: FactSet & OGA data  

Gas Charts 
Figure 12 – International Benchmark Prices – Last 7 Days 
$/mm btu 
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Source: FactSet & OGA data  

Figure 13 – Henry Hub Forward 
$/mm btu 
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Source: FactSet & OGA data  

Figure 14 – NBP Forward 
p/therm 
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Source: FactSet & OGA data  

Figure 15 – Dutch-TTF Forward 
€/MWh 
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Source: FactSet & OGA data  
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Figure 16 – JKM Forward 
$/mm btu 
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Source: FactSet & OGA data  

Figure 17 – PSV Forwards 
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Source: FactSet & OGA data  

Figure 18 – German Gaspool Forward 
€/MWh 
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Source: FactSet & OGA data  

Historic Pricing 

Figure 19 – Henry Hub 
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Source: FactSet & OGA data  

Figure 20 – NBP 
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Source: FactSet & OGA data  

Figure 21 – Dutch TTF 
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Source: FactSet & OGA data  
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Figure 22 – JKM 
$/mm btu 
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Source: FactSet & OGA data  

Figure 23 – PSV 
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Source: FactSet & OGA data  

Figure 24 – De Gaspool 
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Source: FactSet & OGA data  

Rig Charts 
Table 2 – Rotary Rig Data 

Item Latest 
(δ %) 

-1 Week  
(δ %) 

-6 Months 
(δ%) 

USA 

 

Canada 

 

North America 

 

Rest of the World 

 

 432 430 269 

 0.5% 59.9% - 

 58 69 80 

 (15.9%) (13.8%) - 

 490 499 349 

 (1.8%) 43.0% - 

 715 715 702 

 - 1.9% - 

Total  1,205 1,214 1,051 
 (0.7%) 15.5% - 

Source: FactSet & OGA data 

Figure 25 – Rolling 12-Month Rig US Rates 
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Source: Baker-Hughes, FactSet & OGA data  
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About Us 
Oil & Gas Advisors assists its clients in achieving their goals 
and objectives. We advise our clients on asset level acquisition 
and disposals (A&D), farmins and farmouts, corporate-level 
mergers and acquisitions (M&A), equity, debt, corporate and 
asset restructuring, and strategic matters. 

We also assist our clients in gaining access to the capital 
markets, whether it is for debt via the issuance of corporate 
bonds, Reserves Based Lending (RBL), or structured credit 
instruments such as PrePay structures, or the equity markets, 
whether the seed, IPO or secondary markets. 

OGA has worked with a wide range of oil & gas companies, 
from start-ups and independent E&P companies, to BP and 
Chevron, Gulf Oil. OGA has also worked with a range of 
specialist financiers, from boutique investment and merchant 
banks, to Bank of America Merrill Lynch, HSBC and ING 
Barings.  

OGA's extensive experience with sovereign wealth funds also, 
such as Dubai World, where OGA formed part of the 
management team with responsibility for the economic, 
financial and legal management of Dubai World's oil & gas 
business, investments and subsidiary companies.  

OGA's project and transaction value exceeds $65bn, 
experience which has been gained in all the hydrocarbon 
provinces. As a company, we understand that the areas in 
which it operates are often sensitive and key to the health and 
successful development of our clients.  

We understand that honesty and integrity are of paramount 
importance. We are committed to developing an environment 
where our clients' needs are met, and expectations exceeded, 
which is reflected in our approach, core values, people and 
affiliations. 
 



 

 
DISCLAIMER 
This publication (the "Publication") has been issued by Oil & Gas Advisors ("OGA") for information only.  

Neither the information nor the opinions expressed herein constitutes, or is to be construed as, an offer or invitation or other solicitation or recommendation to buy or sell investments. The information contained 
herein is based on sources which we believe to be reliable, but we do not represent that it is wholly accurate or complete; OGA is not responsible for any errors or omissions or for the results obtained from the use of 
such information. 

No reliance may be placed for any purpose whatsoever on the information, representations, estimates or opinions contained in this Publication, and no liability is accepted for any such information, representation, 
estimate or opinion. All opinions included in this Publication are subject to change without notice.  

In some cases, this Publication may have been sent to you by a party other than OGA, and if so, the contents may have been altered from the original, or comments may have been added, which may not be the opinions 
of OGA. In these cases, OGA is not responsible for the amendments to the Publication. 

The matters discussed in this Publication may not be suitable for all readers.  

Readers should exercise caution when reading this Publication. If the content of this Publication precipitates the reader to assess a new investment, or one which they are already party to, that they make their own 
investment decisions based upon their own financial objectives and financial resources and it should be noted that any investment involves risk.  

It should be noted that past performance is not necessarily a guide to future performance and an investor may not get back the amount originally invested. Where investment is made in currencies other than the currency 
of the investments, movements in exchange rates will have an effect on the value, either favourable or unfavourable. 

You are advised that OGA and/or its clients and employees may have already acted upon the recommendations contained herein or made use of all information on which they are based. OGA is or may be providing or 
has or may have provided within the previous 12 months, significant advice or investment services in relation to some of the investments concerned or related investments. 

Oil & Gas Advisors is a company registered in England and Wales with company number 07282125 and its registered office is 45a High Street, Dormansland, Lingfield, Surrey, England, RH7 6PU. 
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