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Rental car picked up by PBPA’s luncheon speaker
Midland International Airport | October 24, 2018
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Source: EIA, Bloomberg, Blacklight Research.
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Source: EIA, Bloomberg, Blacklight Research.
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Follies
Political posturing, investment policy confusion, and regulatory mistakes further 
restrict hydrocarbon supply and put retirement portfolios at grave risk.
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Source: The World Bank.
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Source: MEES.
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Source: MEES.
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Source: BPSR, IEA, Blacklight Research.
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Source: Government of France.
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Source: The Guardian.
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Source: Chief Investment Officer, Blacklight Research.
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Source: WBUR.
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“While the global community works to eliminate the use 
of fossil fuels, it makes little sense – financially or 
ethically – to continue holding investments in these 
companies. There is no sane rationale for companies to 
continue to explore for new sources of hydrocarbons.
The science and intent enunciated by the Paris 
agreement cannot be more clear: far from finding 
additional sources of fossil fuels, we must keep most of 
the already discovered reserves in the ground if there is 
any hope for human and natural ecosystems to survive
and thrive in the decades ahead.”

Source: Rockefeller Family Fund, downloaded on February 20, 2017 from http://www.rffund.org/divestment
Note: webpage still online as of September 11, 2018, as confirmed by Blacklight Research.

Statement from Rockefeller Family Fund
March 24, 2016

http://www.rffund.org/divestment
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Kayaktivists protest a Kinder Morgan project, Vancouver, 28-Oct-2017 

Source: 350.org.
Note: every person in this image is wearing apparel made from hydrocarbons and is sitting in a kayak made of polyethylene.

Source: Blacklight Research. Oil & gas are burned and used. Each 
scenario results in 100% non-fuel use that still yields GHGs.



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 18



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 19

Demand fact: electric cars are fabricated
from gas-based feedstock & other hydrocarbons

Supply fact: deep lakes of liquid methane (LNG)
dot Titan’s surface

Source: NASA/JPL-Caltech/ASI/USGS.Source: Consumer Reports.
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* Others: Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, Greece, Hungary, Iceland, 
Latvia, Liechtenstein, Luxembourg, Malta, Poland, Romania, Slovak Republic, Slovenia, Switzerland, Turkey. 

Facts & Assumptions
about Electrical Vehicles
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Source: Ward’s, DoT, EPA, The New York Times, 
IEA, EIA, Blacklight Research.

2a - Conserve 2b - Grow1a - Conserve

EV enthusiasts 
often overlook 
this oil-intensive 
segment, as well 
as all off-road 
vehicles. Our analysis finds 

total vehicle count, 
conservation (e.g., 
ride sharing, fewer 
miles traveled), and 
EV penetration into 
heavy vehicles are 
likely to be more 
impactful on oil 
demand than 
passenger EV count.
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October 2017: H2 Mobility—a joint venture of Daimler, 
Shell, and Linde—opened the first hydrogen filling 
island in an existing Shell fuel station in the German city 
of Bremen (photo). The station is located just off the 
autobahn a short distance away from Daimler’s 
Mercedes-Benz plant in Bremen, one of the world’s 
largest automobile factories. Refilling a Mercedes GLC 
F-CELL vehicle with hydrogen takes just three to five 
minutes, according to marketing materials from the 
venture. The experience is designed to feel like 
refueling a conventional vehicle with gasoline or diesel.

What is the probability hydrogen fuel cells—not 
electric batteries—are the winning next-gen tech?

Source: H2 Mobility.
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Hammers
Equity, bond, and F/X valuations will likely suffer fierce corrections on hammers 
wielded by the invisible hand, the market hand, and the regulatory hand.



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 29Source: FINVIZ.

S&P 500
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S&P 500

Source: FINVIZ.



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 31

S&P 500

Source: FINVIZ.
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S&P 500

Source: FINVIZ.
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ETFs

Source: FINVIZ.



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 34

ETFs

Source: FINVIZ.
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ETFs

Source: FINVIZ.
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Bitcoin



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 37

Bitcoin
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Ban elements of the universe (2018) Ban a transcendental number (1897)

Markets see: scientific illiteracy and managerial incompetence

Source: Chicago Tribune and Bill #246, 1897 sitting of Indiana General Assembly. This bill 
passed the full House 67-0 on February 5, 1897. Referred to a Senate committee, February 11, 
1897. Indefinitely postponed on February 12, 1897 after the intercession of Professor Clarence 
A. Waldo, head of the Purdue University mathematics department.

Photo Credit: Humdan.

𝜋𝜋 = 3.2

Bill 246, Indiana 
General Assembly
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2017

10/25/2018
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The hydrogen 
station integrates 
seamlessly on an 
island that also 
offers pumps for 
gasoline.

Unlike EV, 
refueling time
and customer 
experience are 
comparable to 
filling a gasoline-
or diesel-powered 
vehicle.

Source: GreenCars, Blacklight Research.
10/25/2018
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Canada’s first retail hydrogen filling station opens in Vancouver: June 2018
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Source: Quartz.
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Source: BPSR, Blacklight Research. 
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Source: BPSR, Blacklight Research. 
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Source: BPSR, Blacklight Research. 
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Source: EPA. Note: this survey is a subset of total industry and of total consumption (e.g., excludes airlines, transportation companies, etc).
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Source: EIA estimates. To convert to carbon equivalents, multiply by 12/44. Coefficients may vary slightly with estimation method and over time. 

Non-Fuel uses produce more CO2 per unit of volume or mass than do fuel uses
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Public opinion is likely to get even more focused on the 
extensive waste in single-use plastics.

10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer
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Oil and Gas Boom in the Year of 
Folly and the Hammer
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How many people 
would watch the 
Food Channel or dine 
at Mesa Grill if Bobby 
Flay had to cook on 
an electric stove 
rather than over 
natural gas burners?

Photo Credit: Roman Pelesh

Can’t have this…or gas-fired heat…in 
the ban hydrocarbons world
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Source: BPSR, Blacklight Research. 
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Source: BPSR, Blacklight Research. 
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Source: BPSR, Blacklight Research. 



10/25/2018
Oil and Gas Boom in the Year of Folly and the Hammer

66
Source: BPSR, Blacklight Research. 



Source: US Senate.
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Source: US Senate.



Source: The New York Times.
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Source: The New York Times.
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Source: The New York Times.
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Source: The New York Times.
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Source: The New York Times.
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Sue Biniaz: “They [Trump Administration] have
not specified anything that’s actually,
specifically wrong with the Paris Agreement.”

Source: NY Daily News, Washington Examiner, The Hill, Politico, Bloomberg, Friends of the Earth, Reuters, FranceInter Twitter feed, Washington Post, Blacklight Research. 

Source: The White House. 

Bonn
Nov. 2017

Paris
Dec. 2017

Songdo
July 2018

Paris
Aug. 2018

Bangkok
Sep. 2018

Washington D.C.
June 2017

The Immediate Response
June 2017

Later…
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CONTEXT OF SUPPLY
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Fourth quartile D&A now exceeds capex in all market segments. 
Total 4th quartile D&A exceeds total capex by 2.42 to 1.

Source: Company reports, Bloomberg, Blacklight Research LLC. Capex, D&A, and marketcap data in millions USD, as of 3Q17.

Capex and D&A for 1,063 oil & gas firms worldwide
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Capex-to-D&A Ratio by market segment

Quartile 1 Quartile 2 Quartile 3 Quartile 4 Total

Long-run normal for oil & gas

Average for S&P 500
in 2016/2017

The shortfall in upstream investment in
global oil & gas is wide and deep

Source: Company reports, Bloomberg, NYU, Goldman Sachs, Blacklight Research LLC. N=1,063 public oil & gas firms, with total marketcap of US$4.3 trillion, as of 3Q17. 
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Results for Alternative Energy, Batteries, and Power 
Conversion (n=254, $113Bn marketcap)

Source: Company reports, Bloomberg, Blacklight Research LLC. Capex, D&A, and marketcap data in millions USD, as of 3Q17.
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Source: Federal Reserve, Blacklight Research.
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Source: EIA, Blacklight Research. Note: included regions are Anadarko, Appalachia, Bakken, Eagle Ford, Haynesville, Niobrara, Permian.

The strong pace of drilling 
for light tight oil has also 
yielded substantial output 
of associated gas.
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Source: EIA, Blacklight Research. Note: included regions are Anadarko, Appalachia, Bakken, Eagle Ford, Haynesville, Niobrara, Permian.
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Source: EIA, Blacklight Research. Note: included regions are Anadarko, Appalachia, Bakken, Eagle Ford, Haynesville, Niobrara, Permian.



Source: OPEC, Blacklight Research.

10/25/2018
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Source: OPEC, CDU-TEK, Blacklight Research.



Source: OPEC, EIA, Blacklight Research.10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 87



Source: OPEC, EIA, Blacklight Research.10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 88



Source: OPEC, Blacklight Research.
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Source: Banco Central de Venezuela. Source: Banco Central de Venezuela.
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Source: NIOC, OPEC, Blacklight Research.
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Source: BLS, Blacklight Research.
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Source: BLS, Blacklight Research.
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Source: Chief Investment Officer.
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CONTEXT OF DEMAND
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Source: Institute for Supply Management, Blacklight Research LLC. Source: IEA, Blacklight Research LLC.
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September 27, 2018: GAC announces 
 “The General Administration of Customs (GAC) announced new 

measures on Sept 27 to expedite cargo clearance and cut 
administrative charges as part of the efforts to facilitate foreign 
trade. Clearance documents subject to verification at ports will 
be reduced from 86 to 48 by Nov 1, Zhang Guangzhi, a senior 
GAC official, told a press briefing.”

September 26, 2018: GAC announces, effective November 1, 2018 
 Applies to about 1,585 items.
 Electromechanical equipment reduced to 8.8% from 12.2%.
 Textiles & construction materials lowered to 8.4% from 11.5%.
 Paper will be lowered to 5.4% from 6.6%.
 China’s overall tariff level lowered to 7.5% from 9.8% in 2017. 

May 30, 2018: GAC announces reduction of average import tariff 
rates, effective July 1, 2018
 “Clothing, shoes, hats, kitchens and sports and fitness products 

will be reduced from 15.9% to 7.1%.
 Household appliances such as washing machines and 

refrigerators will be reduced from 20.5% to 8.0%.
 Processed foods such as farmed, caught aquatic products and 

mineral water decreased from 15.2% to 6.9%.
 Detergents and skin care, hairdressing and other cosmetics and 

some medical and health products was 8.4% dropped to 2.9%.”

Source: Xinhua, Economist, Blacklight. 
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Source: Bloomberg, Federal Reserve, Blacklight Research.
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Source: Bloomberg, Federal Reserve, Blacklight Research.
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Source: Bloomberg, Federal Reserve, Blacklight Research.
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Source: Conference Board, Univ. of Michigan, US Census Bureau, Redbook. 



Source: EIA, IEA, BP, Blacklight Research.
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Source: EIA, Blacklight Research.
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Source: Bloomberg, EIA, Blacklight Research. 
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Source: Blacklight Research, LLC. Source: Blacklight Research, LLC.
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12-Oct-18
70.0%

24-Aug-18
100.0%

19-Oct-18
74.1%

Source: EIA.
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Source: Ursa Space Systems, Blacklight Research.

Total net change 
is +17 mb.
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OUTLOOK FOR PRICE AND RISK
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Source: Rigzone. Source: Rigzone.



10/25/2018 Oil and Gas Boom in the Year of Folly and the Hammer 113

Source: Bureau of Land Management, Blacklight Research LLC.
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Source: Bloomberg.



Household Cleaners Beverages

Baby Healthcare and Wellness

Source: GasBuddy, 11-June-2018.

Average price for regular unleaded gasoline

Which liquid is more bubbly?
Gasoline prices or consumer prices from AmazonPrime

for the San Francisco Bay Area on June 11, 2018.
All prices are in $ per gallon.

$83.20

$105.54

$446.72

Pantry

$45.57 $40.45

$23.92

$27.18

$18.31

$16.37

$15.94

$28.69$31.83

$31.22

Earth’s Best
‘First Bananas’ 
priced $5.12/gal 
above ‘First Carrots’

$36.61

$39.01

‘Cherry Pomegranate’
Disinfectant Spray

$70.27

‘Anna Sparkle Berry’
Kids Detangler Spray $74.85

$109.76

‘100% Juice—Pomegranate’
$19.96

$16.17

$15.56

$14.88

$14.32

$12.53

$12.51

$12.45

$12.27

$46.85Johnson’s Baby Gentle 
Shampoo with Calming 

Lavender…
priced $10.24/gal below 
Johnson’s Bedtime Baby 
Bath

$65.85

$255.36

$383.36

365 Everyday 
Value Honey 

$58.56

365 Everyday 
Value 100% 
Italian Extra 

Virgin Olive Oil 
$45.37

$48.64

$49.19

$216.42

Chicken Noodle 
Soup 
$15.97

$8.66 $7.57

$6.75

$29.96

$57.49

$15.95

$51.95

$1,123.84

$227.07

$10.64
Lemon Seltzer

$1,086.06
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Source: Bloomberg, NYM, Blacklight Research.
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NYM WTI crude oil

ICE Brent crude oil

NYM RBOB gasoline

ICE gasoil

Heatmap of petroleum timespreads
(weekly averages, 10/18/2013 through 10/19/2018)

Fronts-to-fronts

Fronts-to-fronts

Fronts-to-fronts

Fronts-to-fronts

Fronts-to-backs

Fronts-to-backs

Fronts-to-backs

Fronts-to-backs

Green = bullish term structure
Red = bearish term structure
White = no data
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Source: Bloomberg, Blacklight Research.
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Source: Blacklight Research. Note: calculations by Blacklight using NYM options prices.

10/25/2018

Expected Price
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Source: Blacklight Research. Note: calculations by Blacklight using NYM options prices.

10/25/2018

Expected Price
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Folly Hammer (actual and potential)

World Bank ban on financing of upstream oil & gas Spot oil prices advance 80% in year from June 2017

UK relaxes fiduciary standard: politics over returns Class action suits against negligence of asset managers

Large public pension funds divest from hydrocarbons Class action suits against negligence of political leaders

Max exposure to oil consumers, none to oil producers Reactionary moves by central banks

CA & NY govt. lawsuits blame oil majors for climate Courts and consumers come to defense of suppliers

Rich nations promise $100Bn/yr in climate finance Reputational damage to policymakers & apologists

Dogma: electric vehicles’ triumph is 100% ‘secured’ Toyota, fuel cells, and NGVs eat Tesla’s lunch

Resistance to any strategy for geoengineering Private equity shifts from renewables to carbon capture

Failure to see hydrocarbons are both burned & used Public relations backlash against bias and histrionics

Bullish bitcoin at $19,000 and SPX at 30+ multiple Reactionary moves by banks, investors, & policymakers



Blacklight is Clarity

For subscription information or a 
trial of our online portal, email:

audrey@blacklightgo.com
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This material has been compiled and presented as general information, without specific regard to the particular circumstances or risks of 
any company, institution, or individual. It is not intended as, nor should it be construed to be, investment advice. Readers are solely 
responsible for their own investment and trading decisions and actions. This material is not an offer or solicitation for the purchase or sale 
of any security or futures contract. Blacklight Research, LLC (“Blacklight”) is not liable for any loss or damage caused by reliance on 
information contained in this material or in any other research products published by Blacklight. The information and opinions presented 
herein are based on third-party sources we deem to be reliable; however, Blacklight makes no warranty, assurance, or guarantee, express 
or implied, about the completeness, reliability, suitability, or accuracy of this content. The views expressed herein are our interpretations as 
of the date of publication and are subject to change without notice or update. All pricing is as of the latest closing date prior to publication, 
unless otherwise stated. Blacklight has no obligation to update the information or views in this material or to notify any particular reader if 
such an update occurs. Past performance is not necessarily indicative of future performance. Our research products are distributed to 
subscribers electronically by email and through website portals: delivery time may vary due to factors beyond our control. This material is 
for your personal use and may not be redistributed in whole or in part without the prior written consent of Blacklight. No part of the 
compensation of any Blacklight analyst is determined by the specific views expressed in an analyst’s research products or public or private 
meetings with clients. Blacklight and its Managing Partner may trade long and short positions in equities, indices, commodities, currencies, 
and other financial products for their own accounts. As these situations may create potential conflicts of interest, Blacklight has 
implemented policies, including a Code of Ethics, relating to personal investment transactions (including private equity) and insider trading 
which are designed to identify and prevent or mitigate actual conflicts of interest. A copy of Blacklight’s Code of Ethics is available for 
Subscribers on request. Blacklight’s Managing Partner is co-chair of the Advisory Council at the J.P. Morgan Center for Commodities at the 
University of Colorado at Denver. Blacklight is an adviser to Ursa Space Systems (“Ursa”), a provider of satellite-based oil inventory 
estimates and other market data that Blacklight uses on a non-exclusive basis in its research products. Blacklight’s Managing Partner holds a 
minority financial interest in Ursa (<5%) but has no executive or management role within Ursa. Cover art, charts, and photos represent fair 
use of public images, licensed content, and/or Blacklight’s intellectual property.
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