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• Our supply growth expectations have been cut slightly despite tight global oil and gas markets in 
the wake of the Ukraine war and associated sanctions on Russia. We now expect U.S. oil supply 
to rise MMbbl/d exit-to-exit in 2022 and MMbbl/d in 2023. Most of the growth will come 
from the Permian, although operators are now guiding to higher output in Eagle Ford and other 
secondary regions. Cost inflation and availability of crews are significant headwinds to these 
forecasts.

• The sharp rally in Henry Hub gas prices has exceeded nearly all price forecasts and reflects 
strong LNG demand as Europe faces up to Russian supply risks as well as limitations to gas-to-
coal switching in the U.S. power generation sector. We expect continued strength for U.S. gas 
prices until midstream infrastructure is able to meet supply growth or demand buckles under the 
weight of soaring prices.

• Countering the bullish price outlook for oil are signs that demand is already responding, 
particularly outside the U.S. in emerging markets where living standards are under pressure from 
a broader rally for basic commodities including food. We have nearly halved our early 2022 
demand growth expectation for oil to MMbbl/d Y/Y, and we see further headwinds from 
rising interest rates and a marked slowdown in the Chinese economy as the country battles a 
new COVID-19 outbreak in major industrial and population centers. Softer demand signals are 
less visible in the U.S. where liquids demand remains not far below pre-pandemic levels.

• Tight gas markets have prompted offtakers to sign a record number of SPAs for U.S. LNG since 
the Ukraine war started, with 23 mtpa signed up. LNG demand is expected to account for an 
additional Bcf/d of gas supply by 2027, supporting long-dated strength in the gas price curve.
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SUMMARY

The Ukraine war has disrupted Russian oil sales and kept global oil stocks close to historically low 
levels, supporting Brent comfortably well above $100/bbl for much of the first quarter. As formal 
sanctions on Russian oil loom, the prospect for either a redirection of those flows to Asia or 
replacement barrels for European buyers is bleak. OPEC is nearing capacity limits, little progress has 
been made in talks with Iran and Venezuela on deals that could unlock more supply, U.S. producers 
continue to grapple with limited field crews and cost inflation and the rest of the world’s producers 
have hardly responded to higher prices. All the while global oil demand continues to climb out of the 
abyss that was created by the COVID-19 pandemic, albeit at a decelerating rate as high commodity 
prices weigh on emerging markets energy demand and economic growth slows across the world. We 
estimate that OECD stocks will remain ~  MMbbl below the five-year average and support prices 
around $ /bbl for the balance of the year.

Given extraordinarily tight balances, market interventions by governments around the world are on the 
rise in an effort to combat rising oil   prices. In late  noitartsinimda s’nediB eoJ tnediserP ,hcraM   and  other IEA 
member countries agreed to an unprecedented stocks release of about MMbbl over the next two 
quarters, translating into ~ MMbbl/d of additional supply. The U.S. Strategic Petroleum Reserve 
(SPR) release will help keep a lid on rising oil prices but is just a temporary Band-Aid solution. We see 
a tangible risk that oil markets will become volatile again later this year and into 2023 when the stock 
withdrawals end. The SPR release buys time for producers in the U.S. to push harder on adding 
volumes and for Iran nuclear diplomacy to bear fruit.

FIGURE 1A | Price Outlook

Source | Enverus Intelligence, Reuters 
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SUMMARY

For North American natural gas, prices have soared well above consensus expectations for the year of 
$ MMBtu. The remainder of 2022 is trading close to $ /MMBtu on NYMEX with little sign of a 
winter premium. To explain the abnormality of current prices levels and historic fundamentals, it is 
worth looking at the injection season of 2018, when U.S. inventory levels were comparable to what we 
observe today but prices were closer to $ /MMBtu. 

The difference lies in reduced fuel substitution capability in U.S. power markets and increasingly tight 
global LNG markets, a combination pushing NYMEX gas futures higher (Figure 1B). This rally reflects 
Russian actions to cut gas supply to some European customers and the risk that such cutoffs 
becomes more widespread in the coming months. U.S. natural gas fundamentals are therefore 
repricing higher to account for global market tightness. Specifically, LNG cargoes destined for Asia 
are being rerouted to Europe at higher price points (Figure 1C). Neither LNG tightness nor a limited 
capacity to switch power generation from gas to coal seems likely to change quickly in the near term. 
This implies that prices are likely to remain elevated until U.S. supply infrastructure becomes able 
to accommodate supply growth sometime next year or demand buckles under the weight of 
soaring prices. 

FIGURE 1B | U.S. LNG Export Price vs. NYMEX HH

Source | Enverus Intelligence, EIA, Reuters 
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FIGURE 1C | U.S. LNG Exports by Major Region

Source | Enverus Intelligence, EIA
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FIGURE 3 | Exit-to-Exit U.S. Gas Production Growth and Rig Counts

Source | Enverus Production Outlooks 
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SUPPLY

We expect Canadian gas production will rise somewhere between  annually between 2022 and 
2027, driven by the Montney. Some of this expected production growth will supply LNG Canada's 
requirement of ~1.8 Bcf/d of feedgas by mid-decade.

FIGURE 2 | Exit-to-Exit U.S. Oil Production Growth and Rig Counts

Source | Enverus Production Outlooks
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Additional figures shown on FUNDAMENTALEDGE report: 

o Annual Global Liquids Demand Growth by Product
o Gas Demand Growth and NYMEX Henry Hub Strip 

Prices
o U.S. Generation by Fuel
o North American LNG Exports
o Global Liquids Balance
o Average Year-Over-Year Liquids Production Growth
o U.S. Oil Production
o U.S. Dry Gas Production
o Oil Hedge Volume and Price by Contract Month

(Aggregate)
o Gas Hedge Volume and Price by Contract Month

(Aggregate)
o L48 Horizontal Land Rigs
o Consumer Price Indices for Oilfield Goods and 

Services
o Oil Takeaway by market
o Gas Takeaway by Market

o Northeast Production Growth and Wells Turned-
in-Line

o Northeast Supply-Demand
o Haynesville Wells Turned-in-Line
o Haynesville Takeaway and Production Growth 

From December 2019
o Heavy Oil Production and Takeaway
o Light Oil Production and Takeaway
o Oil Production by Play
o WCSB Gas Production and Takeaway
o Gas Production by Play
o Bakken Oil Production and Takeaway
o U.S. NGL Production
o Gulf Coast Natural Gas and Ethane Prices
o Ethane Exports and Capacity
o Atlantic Basin Propane Prices
o U.S. Propane Inventories

Fundamental Edge I Oil and Gas Markets: Can the Balance Hold? 
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Disclosure Statement:

© Copyright 2022 Enverus Intelligence Research, Inc., a part of Enverus. All 
rights reserved. 

The material in this report is the property of Enverus Intelligence Research, Inc. 
(“EIR”) unless otherwise indicated. All trademarks, service marks and logos used 
in this report are proprietary to EIR or Enverus. This report is provided solely to 
clients of EIR. Furthermore, this report is proprietary, confidential and provided 
for the exclusive use of the recipient and may not be redistributed to or shared 
with any individual, company or entity outside of your organization without the 
express prior written consent of EIR. 

The material presented in this report is provided for information purposes only 
and is not to be used or considered as a recommendation to buy, hold or sell 
any securities or other financial instruments. Information contained herein has 
been compiled by EIR and prepared from various public and industry sources 
that we believe to be reliable, but no representation or warranty, expressed or 
implied is made by EIR, its affiliates or any other person as to the accuracy or 
completeness of the information. Such information is provided with the 
expectation that it will be read as part of a mosaic of analysis and should not be 
relied upon on a stand-alone basis. Past performance should not be taken as an 
indication or guarantee of future performance, and we make no representation 
or warranty regarding future performance. The opinions expressed in this report 
reflect the judgment of EIR as of the date of this report and are subject to 
change at any time as new or additional data and information is received and 
analyzed. EIR undertakes no duty to update this report, or to provide 
supplemental information to any client receiving this report.

To the full extent provided by law, neither EIR nor any of its affiliates, nor any 
other person accepts any liability whatsoever for any direct or consequential 
loss arising from any use of this report or the information contained herein. The 
recipient assumes all risks and liability with regard to any use or application of 
the data included herein. 

EIR provides custom research to its clients which are distributed on different 
frequency schedules. Custom research reports may provide different depths of 
analysis and more frequent updates based on levels of service and fees 
selected by clients. 

No EIR directors, officers or employees are on the Board of Directors of a 
subject company and no one at a subject company is on the Board of Directors 
of EIR. EIR does not invest in any securities or manage any securities portfolios. 
Therefore, it would have no investment relationship with a subject company. 
Furthermore all employees are subject to restrictions on trading in energy 
company securities. The views expressed in this report accurately reflect the 
research analyst’s personal views about the subject securities. EIR analysts are 
compensated from overall firm revenue only and are not compensated to 
express any view about an issuer or from proceeds derived from any particular 
transaction between EIR or any of its affiliates and an issuer. 

Enverus and its affiliated companies, including EIR, serve over 6,000 customers 
globally and is reasonably likely to have received compensation for products or 
services in the preceding twelve months from any company mentioned in this 
report.

These disclosures apply to any and all supporting materials provided with this 
report/map/presentation, including but not limited to NAV or other models.

Equity owners of Enverus include affiliated entities of Hellman & Friedman and 
Genstar Capital, each of whom separately sponsor and manage private 
investment funds and may make investments in, or otherwise seek to do 
business with, a company or companies covered by this report. EIR has adopted 
and implemented policies and procedures reasonably designed to maintain the 
independence of its research coverage in an attempt to mitigate any potential 
conflict of interest related to such activities.

Valuation and Methodology

EIR valuations are based primarily on calculations of net asset value (NAV), 
which are derived using discounted cash flow (DCF) models. The NAV model 
begins with an evaluation of a company’s proved developed reserves using 
industry-standard decline analysis. EIR then assesses the company’s land 
holdings using a variety of technical data sources (geology, completion, 
historical production, etc.) to estimate the viability of the acreage for future 
drilling. Each well has an associated capital and operating cost structure that is 
incorporated into EIR’s model, which also accounts for hedges, debt, taxes, 
general and administrative costs, and other corporate-level financial inputs. EIR 
typically runs a number of sensitivities around key variables, such as well cost, 
reserves and commodity prices, to show the range of possible outcomes.   

Note to U.K. Persons

EIR is not an authorized person as defined in the U.K.’s Financial Services and 
Markets Act 2000 (“FSMA“) and the content of this report has not been approved 
by such an authorized person. You will accordingly not be able to rely upon most 
of the rules made under FSMA for the protection of clients of financial services 
businesses, and you will not have the benefit of the U.K.’s Financial Services 
Compensation Scheme. This document is only directed at (a) persons who have 
professional experience in matters relating to investments (being ‘investment 
professionals’ within the meaning of Article 19(5) of the Financial Services and 
Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO“)), and (b) High 
net worth companies, trusts etc of a type described in Article 49(2) of the FPO 
(all such persons being “relevant persons“). EIR’s services are available only to 
relevant persons and will be engaged in only with relevant persons. This report 
must not be acted or relied upon by persons who are not relevant persons. 
Persons of a type described in Article 49(2) of the FPO comprise (a) any body 
corporate which has, or which is a member of the same group as an 
undertaking which has, a called up share capital or net assets of not less than (i) 
in the case of a body corporate which has more than 20 members or is a 
subsidiary undertaking of an undertaking which has more than 20 members, 
£500,000 and (ii) in any other case, £5 million, (b) any unincorporated 
association or partnership which has net assets of not less than £5 million, (c) 
the trustee of a high value trust within the meaning of Article 49(6) of the FPO 
and (d) any person (‘A’) whilst acting in the capacity of director, officer or 
employee of a person (‘B’) falling within any of (a), (b) or (c) above where A’s 
responsibilities, when acting in that capacity, involve him in B’s engaging in 
investment activity.
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