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KEY POINTS

What is Enverus’ medium-term outlook for oil and natural gas?

• The surging dollar, signs of weakening U.S. and Chinese economies, and
building recession risks ex-North America have prompted a price correction
with Brent falling below $100/bbl. Demand headwinds are building but
supply remains tight with no relief on the horizon. As the downside risks
build, we expect Brent to consistently trade in the low $90s/high $80s next
year.

• We expect U.S. oil supply to grow by 0.95 MMbbl/d E/E, concentrated in the
Permian. Cost inflation and availability of crews remain significant
headwinds to this forecast.

• Rising risks to global economic growth have prompted us to downgrade our
2022 E/E forecast to 1.5 MMbbl/d from 1.65 MMbbl/d. Similarly, we have
downgraded our expectations for 2023 to 1.3 MMbbl/d Y/Y from 1.6
MMbbl/d Y/Y growth.

• Hot summer weather has kept gas demand strong and inventories low
relative to the five-year average, despite the Freeport LNG outage (2 Bcf/d). 
Limited options for fuel switching and strong industrial demand support
current prices (~$7.00/MMbtu) until spring of next year when we anticipate
supply growth will push prices lower (~$4.50/MMbtu).

• U.S. industrial demand continues to increase, up 1-1.5 Bcf/d Y/Y as the U.S.
threatens to replace uncompetitive European industrial production. This
provides a structural advantage to the U.S. industrial sector and is bullish
for natural gas demand domestically.

• Demand for U.S. oilfield goods and services continues to outpace the ability
and desire to grow supply, leading to increased pricing power for service
companies. As recession fears grow and oil prices start to come down, the
pace of rig additions in oil plays will slow.
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FIGURE 2 | Back to Basics – Supply/Demand Curves = Price Expectations

Source | Enverus Intelligence 

FIGURE 1 | Inverse Correlation Between Inventories and Price

Source | Enverus Intelligence 

Oil and Gas Price Forecast
Elevated Prices to Ease

OIL PRICE OUTLOOK

Breaking Below $100/bbl

We have downgraded our Brent oil price forecast from $100/bbl to the high $80s/low $90s by 
1Q23 due to demand headwinds and outperforming Russian supply. Rising risks to global 
economic growth, as shown by slowing U.S. and Chinese economies and the risk of a 
European recession, increase bearish sentiment towards oil demand. 

Recently, the strong backwardation in the forward curve has receded and is back to pre-war 
levels as weak economic data brings demand risks to the immediate horizon, while Russian oil 
supply appears to have defied sanctions so far and found buyers.

GAS PRICE OUTLOOK

Price Relief Expected Next Spring

We expect NYMEX Henry Hub natural gas prices to remain elevated at ~$7/MMbtu until 
spring 2023, when we forecast ~$4.50/MMbtu as U.S. supply grows. Prices are expected to be 
volatile as gas supply and demand are inelastic in the near term given takeaway constraints at 
the wellhead and limited options for fuel switching. 

Despite the Freeport LNG outage easing U.S. balances by 2 Bcf/d, storage inventories have 
failed to close the deficit to the five-year average. The natural gas injection rate has been 
declining for two months as the U.S. continues to experience hotter-than-normal temperatures 
across population centers in the south and northeast. As this trend of light injections 
continues, our expectation that U.S. storage reaches ~3.4 Tcf looks increasingly optimistic. 
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U.S. Supply Constrained, While Demand Downgrades Cloud Forward Picture

Oil Supply and Demand Fundamentals

FIGURE 4 | Annual Global Liquids Demand Growth by Product

Source | Enverus Intelligence 

FIGURE 3 | E/E U.S. Oil Production Growth and Rig Count

Source | Enverus Intelligence 

OIL SUPPLY

Still Expecting E/E ~950 Mbbl/d of U.S. Growth in 2022

The Biden Administration’s decision to release an additional 20 MMbbls from the SPR should 
extend the SPR release by about one month to end of October based on the present release 
rate. We lowered our U.S. supply growth expectations since our last report, from 1.15 MMbbl/d 
to 0.95 MMbbl/d E/E on the back of weaker actuals, but still expect ~400 Mbbl/d of growth 
this year with 80% of that coming from the Permian. We see cost inflation as a headwind to 
this forecast amid constrained infrastructure and the struggle for operators to find rig crews. 
Supply gains have been capped globally with OPEC still under-shooting its supply ramp since 
mid-2021. The 100 Mbbl/d increase agreed upon by OPEC at the request of the U.S. and other 
major consumers emphasizes the group’s inability or unwillingness to increase production. 
The deployment of Iran’s significant shut-in capacity remains contingent on a new nuclear 
deal and we remain skeptical of that outcome despite efforts to restart talks.

OIL DEMAND

Our Bearish Expectations Are Coming to Fruition

Weakness in the global economy as well as war-driven commodity price inflation prompted us 
to downgrade our 2022 E/E oil demand growth forecast to 1.5 MMbbl/d from 1.65 MMbbl/d. 
Similarly, we adjusted our 2023 forecast from 1.6 MMbbl/d to 1.3 MMbbl/d Y/Y growth. 
Our forecast is bearish in comparison to the IEA, which is calling for growth of 1.7 MMbbl/d in 
2022 and 2.1 MMbbl/d in 2023. Even as the weakness in economies grows, we see central 
banks raising interest rates to control inflation. The U.S. Federal Reserve continues to raise 
rates aggressively. The lack of growth in the Chinese economy due to continued COVID-19 
lockdowns puts Chinese oil demand under pressure, increasing the downside risk to 
oil demand. 
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FIGURE 6 | Gas Demand Growth by Sector

Source | Enverus Intelligence 

FIGURE 5 | E/E U.S. Gas Production Growth and Rig Counts

Source | Enverus Intelligence 

Gas Supply and Demand Fundamentals
Inelastic Supply and Demand has Driven Prices Higher

GAS SUPPLY

Supply Growth Equals Pipeline Constraints

Exit-to-exit we expect L48 production growth in 2022 to be 1.9 Bcf/d and a whopping 3.6 Bcf/
d in 2023. Our forecasts for supply growth have been constrained by available pipeline 
capacity. Expectations for supply growth in 2022 are based on guidance while 2023 is based 
on Enverus Production Outlooks (economic dispatch model). Our 2023 outlook is driven by 
associated Permian gas, Haynesville and delayed 2022 growth.

GAS DEMAND

Strong Y/Y Growth

Demand for U.S. natural gas remains strong both domestically and internationally due to June 
and July ranking among the hottest months on record in the U.S. and with Europe looking to 
replace Russian volumes as they are progressively shuttered by Moscow. Hot U.S. weather led 
the July cooling load to be boosted ~2-2.5 Bcf/d. Similarly, U.S. industrial demand continues 
to increase, up 1-1.5 Bcf/d Y/Y as the U.S. replaces uncompetitive European industrial 
production. This provides a structural advantage to the U.S. industrial sector and 
is bullish for natural gas demand domestically. LNG demand is expected to account for 
an additional 5 Bcf/d of gas supply by 2027, supporting long-dated strength in the gas 
price curve.
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We hope you enjoyed our sample report. 

To access the full report, click here 
or contact us at businessdevelopment@enverus.com 

Learn more at www.enverus.com 

Additional sections on FUNDAMENTALEDGE report:

o U.S. Oil and Gas Production 
o Oil Field Services
o Permian
o Appalachia
o Haynesville
o WCSB
o Bakken
o Refining and Processing
o Natural Gas Liquids
o Ethane and Propane

mailto:businessdevelopment%40enverus.com?subject=
https://go.enverus.com/l/191022/2022-08-23/n5dylx
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ENVERUS INTELLIGENCE RESEARCH 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.

Any company whose equity securities are the subject of analysis in this report and who is or was a subscriber client of EIR in 
the preceding twelve months for research products or services is disclosed as follows: Aethon, Liberty Energy Services, 
Paloma and Shell. 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, 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.




