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Third quarter energy survey results revealed that Tenth District energy activity grew solidly, while expectations for future
activity eased somewhat.

Summary of Quarterly Indicators

The pace of growth in Tenth District energy activity declined slightly in the third quarter of 2022, as indicated by firms

contacted between September 15th, 2022, and September 30th, 2022 (Tables 1 & 2). The drilling and business activity index

decreased from 57 to 44 (Chart 1). Still, this marked one of the highest readings in survey history. All other indexes declined

but remained positive, except the supplier delivery time index that eased from 10 to -3. On the other hand, the quarterly

indexes for number of employees and wages and benefits rose to new survey record highs.

Year-over-year indexes remained mixed. The year-over �year drilling and business activity index rose from 77 to 78. Indexes

for capital expenditures and profits-maintained record-level highs (since 2014). However, total revenues, supplier delivery

time, and employee hours indexes decreased slightly. Expectations for future activity decreased moderately in Q3 2022 but

remained positive. The future drilling and business activity index decreased from 50 to 25, while expectations for future total

profits and capital spending remained steady. Price expectations for oil increased after dropping the two previous quarters,

while expectations for natural gas prices fell somewhat from a quarter ago, following a large price increase in Q3.

Summary of Special Questions

Firms were asked what oil and natural gas prices were needed on average for drilling to be profitable across the fields in which

they are active. The average oil price needed was $61 per barrel, while the average natural gas price needed was $4.42 per million

Btu (Chart 2). Firms were also asked what prices were needed for a substantial increase in drilling to occur across the fields in

which they are active. The average oil price needed was $102 per barrel, and the average natural gas price needed was $7.65 per

million Btu, (Chart 3).
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Firms were also asked what they expected oil and natural gas prices to be in six months, one year, two years, and five years. Oil

price expectations again surpassed survey records, and natural gas expectations increased compared to expectations in Q2

2022. The average expected WTI prices were $88, $89, $90, and $93 per barrel, respectively. The average expected Henry Hub

natural gas prices were $7.46, $6.48, $6.16, and $6.51 per million Btu, respectively. Energy firms were also asked about the

change in the number of job openings at their firm over the last quarter (Chart 4). More than 64% of firms reported an increase

in job openings, 7% reported a decrease, and 29% reported no change.

In addition, firms were asked if they expected a significant tightening of the oil market by the end of 2024, given current

underinvestment in exploration (Chart 5). Around 79% of firms reported “yes”, and of those firms 97% expected some or many

financial investors will return to the oil and gas sector.
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Selected Energy Comments

"Supply will be constrained by under spending, depletion, and OPEC’s willingness to defend a price < $80+. Demand will remain

high enough because energy transition will be slower than promised in the real world.”

"There is downward pressure due to a slowing economy and inflation pressure is reducing demand. The overhang of an Iranian

oil supply increase and continued SPR oil release into the market are additional headwinds.”

“[Factors driving our expectations are] near term excess supply and limited export infrastructure. Long term access to

expanded export capability will push gas prices in line with global prices.”

“In the USA high gasoline prices have curbed demand. Likewise in Europe. We believe oil prices will moderate, but natural gas

prices will not. The industrial users of natural gas in Europe will be almost nonexistent.”

“US supply growth cannot meet world demand growth given shareholder pressures to not grow quickly and dramatically

reduced access to drilling on federal lands.” “The acreage in many plays has been high-graded and consolidation will lead to

fewer players drilling."

“We see demand continuing to increase without adequate supply in crude products. The backwardation in the market could

move forward at higher prices than the market has built in its structure.”

“Commodity pricing curves are very steep and do not support long-term investment projects at this time. We expect continued

spending restraint by public companies with focus on returns to shareholders. Spending will be tightly controlled until the

demand structure is better defined. Currently more downsides exist due to restrictive government policy on developing oil and

gas reserves and inflationary pressure on supplies and services than upside from demand growth.”

Additional Resources

Current Release

Download Historical Data
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