
Oil Price and the Oil & Gas industry:  

A Victim Of Its Own Success  

A look into the Geopolitics of the oil price 

collapse, how did it happen, and what the 

future oil price may be. 

Photo: Getty Images 



Structure of Talk 

First talk on subject in Edmond SCAUG 

meeting last February (When oil was at 

its lowest price in recent history). 

This talk shorter, put my BIO, Info on 

CLR (the company I work for), Info on 

GIS at CLR and in the oil and gas 

industry at end of talk.  Will probably not 

have time to go over it. 

I am the unofficial CLR ambassador to 

the GIS community, since none of my 

GIS co-workers are willing to attend any 

GIS event outside of work. 





Oil Price last 15 years 



Importance of Oklahoma in 

determining Oil Price 
 

WTI price vs. Brent  

Cushing Hub 

Worldôs Largest Oil Storage Facility (up to almost 50M BBL) 

Pipeline Crossroads of the World 

Pricing hub for West Texas Intermediate Crude on NYMEX 
exchange 

Delivery point for light sweet crude 

 



US and Canada Oil Pipelines 



Petroleum Administration for Defense Districts 



Oil Storage Trade 

The oil-storage trade, also referred to 

as contango, a market strategy in 

which large oil companies purchase oil 

for immediate delivery and storageð

when the price of oil is lowð and hold it 

in storage until the price of oil 

increases.[Wikipedia]  

https://en.wikipedia.org/wiki/Oil-storage_trade#cite_note-Reuters_2015-1


Oil Storage Trade 

Investors bet on the future of oil prices 

through a financial instrument, oil 

futures.  Crude oil is stored in salt 

mines, tanks and oil tankers.[Wikipedia] 

https://en.wikipedia.org/wiki/Financial_instrument
https://en.wikipedia.org/wiki/Oil_futures
https://en.wikipedia.org/wiki/Oil_futures
https://en.wikipedia.org/wiki/Oil-storage_trade#cite_note-Reuters_2015-1


Futures, Contango vs. Backwardation 



Contango Now, Backwardation before 



Financialization of Crude Futures 



Paper Market 30x larger than actual 



Oil Storage Trade 

Investors can choose to take profits or 

losses prior to the oil-delivery date 

arrives. Or they can leave the contract 

in place and physical oil is "delivered on 

the set date" to an "officially designated 

delivery point", in the United States, that 

is usually Cushing, Oklahoma.[Wikipedia] 

https://en.wikipedia.org/wiki/Cushing,_Oklahoma
https://en.wikipedia.org/wiki/Oil-storage_trade#cite_note-Reuters_2015-1


 

Cushing running out of space 

Crude oil storage tanks are seen from above at the Cushing oil hub, appearing to run out of 

space to contain a historic supply glut that has hammered prices, in Cushing, Oklahoma, March 

24, 2016. REUTERS/Nick Oxford 



Drowning in Oil 
 

Cushing reaching or has reached capacity, 
causing bottlenecks and an oil glut 

Facilities full around the country 

Oil Tankers full with no where to deliver it 

Most Refineries in U.S. set up to process heavy 
crude, not light crude, no where for oil to go 

How did this happen? 

 

http://oilpro.com/gallery/154/2242


North American increased 

production and Oil Export Ban 

Nixonian Era Oil Export Ban 

Light Sweet Crude could not get to refineries around the 

world to process it.  U.S. refineries mostly refine heavy oil. 

Local operators had to sell oil at a discount to world market 

prices.  

Ban lifted in December 

Took 2.5 years of lobbying in Washington. 

Harold Hamm, CLR CEO, spearheaded effort. 

Argument:  Iranôs export ban is being lifted, how about letting 

U.S. export oil also. 



Oil Export Ban Lifted 



How did North America increase 

production so rapidly? 

Horizontal Drilling & 

Hydraulic Fracturing 

Led to Oil industry  

ñRenaissance Periodò 



US Production Ramp Up 

Price Fell From Oversupply 

https://staticseekingalpha.a.ssl.fastly.net/uploads/2015/12/8731391_14501293943140_rId8.jpg

