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Current State of U.S. Shale Oil Companies 

Senior Economist: Kaori Seki 

 

The U.S. Department of Energy’s Energy Information Administration’s (EIA) most recent Short-Term Energy 

Outlook estimates that oil supply will increase by 1.24 million barrels per day (b/d) in 2023 from 2022, with 

the largest increase coming from the United States (+1.05 million b/d). 

The increase in crude oil accounted for more than 60% of the increase in U.S. oil, +680,000 b/d (the rest 

was in condensate, etc.). Excluding the increase in production in the Gulf of Mexico (+100,000 b/d) and the 

slight decrease in production in Alaska (-10,000 b/d), the increase in shale oil production is approximately 

590,000 b/d. According to the Drilling Productivity Report released by the EIA, the pace of increase in shale 

oil production by July is estimated at +570,000 b/d, which is not bad. 

If there is any concern, it is that the rig count, a measure of the future of shale oil production, has been 

declining since mid-May. 

Based on the Federal Reserve Bank of Dallas’ quarterly energy survey, this report outlines the current state 

of shale oil companies. 

 

Profitable Price per Well 

First, we look at the break-even price per new well shown in the March survey. This includes the cost of 

drilling wells, such as equipment (rental), drilling materials (sand, etc.), and labor for drilling. Focusing on the 

Permian and Eagle Ford regions, which drive shale oil production, the median (that is, with the exception of 

“Other U.S. (Shale)”) is $56-$66. It was $48-$54 in 2022, so it has risen nearly $10 in the past year. 

This year’s West Texas Intermediate (WTI) has continued to show heavy upside, particularly in the $67-$74 

range since May. Although it is barely above the profitable price, combined with the fact that rig count (oil) 

decreased as mentioned above during the same period, it is not enough for shale oil companies to be 

profitable. As we have previously pointed out in this report, the funding environment for shale oil companies 

has become difficult amid the decarbonization trend, and the sources of funding are demanding more profits. 

But there may be other reasons for shale oil companies to be cautious about production. The next section 

looks at the results of the June survey. 
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Figure 1: Profitable Price of New Oil Wells (March 2023) 

 

 

 

 

 

 

 

 

Note: The line graph shows the median and the bar graph shows the range of responses. 

Number of Respondents: 83 E&P executives; Response Period: March 15-23, 2023 

Source: Federal Reserve Bank of Dallas 

Shale Companies, Small E&Ps and Support Services Don’t See a Pause in Cost 

Growth 
In the preceding paragraph, we pointed out that the median profit price has increased by nearly $10 from 

one year ago due to the increase in raw material costs and labor costs required for drilling and production 

(there is also the possibility that they have begun to dig out land with low profit prices and excavate land with 

high profit prices). The June survey asked exploration and production (E&P) and support companies about 

their cost estimates. 

First, E&P companies were asked about the comparison of drilling and completion costs between the end of 

2023 and the end of 2022. For large companies, the ratio of unchanged and decreased (small, large) was 

67%.1 In other words, about 70% of large companies believe that cost increases will die out by the end of 

2023. 

In contrast, 68% of small businesses saw a rise, with about 70% of businesses believing that cost increases 

will not abate by the end of 2023. 

It has been speculated that this is due to the fact that large enterprises have stronger bargaining power with 

suppliers of raw materials and are relatively more advantageous in securing personnel. In addition, small 

enterprises were often excluded from environmental regulations, but as the recent decarbonization 

movement accelerates, small enterprises tend to be increasingly included in the regulations. This increase in 

environmental costs may also be affecting the outlook for higher costs for small businesses. 

 

 

 

 

 

 

 
1 Large scale means production of more than 10,000 barrels per day; small scale means production of less than 10,000 barrels per day. The 
number of companies is mostly small, but the production is mostly large (more than 80%). 
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Figure 2: How Do You Expect Drilling and Completion Costs at the End 

of 2023 Compared to the End of 2022? 

 

         Note: Number of Respondents: 97 E&P companies (24 large, 73 small); Time Frame: June 7-15, 2023 

Source: Federal Reserve Bank of Dallas 

On the other hand, we asked support service companies to compare input costs excluding personnel costs 

between the end of 2023 and the end of 2022. More than 70% of companies, with the slight increase at 57% 

and the significant increase at 14%, believe that the increase in input costs will not stop at the end of 2023. 

Thus, 70% of small E&P and support services firms do not expect the cost increases seen last year to abate 

this year. Of course, in terms of shale oil production, 70% of large E&P companies, which account for the 

majority of production (more than 80%), expect the cost increase to abate by the end of the year, making it 

unlikely that the current pace of shale oil production increase (the EIA forecast) will be hit hard. But there is 

no doubt that a significant number of shale companies are wary as they expect costs to continue to rise. The 

pace of increase in shale oil production in the second half of 2023 should be closely monitored. 

 

Figure 3: What Do You Expect Input Costs (excluding personnel costs) to 

Be at the End of 2023 Compared to the End of 2022? 

 

         Note: Number of Respondents: 49 (oil and gas support companies); Response Period: June 7-15, 2023 

Source: Federal Reserve Bank of Dallas 
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The June survey asked about the impact of tighter credit conditions since February amid the collapse of 

some U.S. regional banks. Slightly more than half of companies said they had no impact, while only 18% 

said they had a significant impact. Asked whether tighter credit conditions towards the end of 2023 would 

affect their business plans, 38% said no, while 41% said it would have a small impact. In other words, they 

believe the impact of tighter credit conditions is “generally minimal”. The results are likely due to the fact that 

fewer shale companies are already getting credit from banks amid the decarbonization movement. 

 

Figure 4: Has the Tightening of Credit 

Conditions Since February 2023 Affected 

Your Company So Far? 

Figure 5: How Do You Expect Tighter Credit 

Conditions to Affect Business Planning for 

the Remainder of the Year? 

 

Note: Number of Respondents: 143 (oil and gas companies); 

Response Period: June 7-15, 2023 

 

Note: Number of Respondents: 145 (oil and gas companies); 

Response Period: June 7-15, 2023 

Source: Federal Reserve Bank of Dallas Source: Federal Reserve Bank of Dallas 
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Economic Outlook: 2023-2024 Forecast 

Figure 1: Forecasts for Economic Growth, Inflation, and Unemployment Rates 

 

Real GDP growth is in QoQ annualized for U.S. and Japan, QoQ for euro area and YoY for China and India. Inflation rate is in YoY%. Inflation rate is YoY, % of core index (ex. 
fresh food) for Japan, YoY % of PCE deflator for U.S., and total YoY% for the rest. 

Figure 2: Forecast for Rates 

 

Figure 3: Forecast for FX and Oil Price 

 

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Real GDP −0.6 3.2 2.6 2.0 1.5 −0.8 0.6 0.9 1.4 1.8 2.2 5.9 2.2 1.4 1.0 

Inflation 5.0 4.9 4.8 4.8 4.6 4.2 3.9 3.2 2.8 2.5 2.2 3.3 5.0 4.4 2.7 

Unemployment 3.6 3.6 3.6 3.5 3.5 3.7 4.3 4.6 4.7 4.7 4.6 5.4 3.7 3.7 4.7 

Real GDP 0.8 0.4 −0.1 −0.1 0.3 0.2 0.1 0.2 0.3 0.3 0.2 5.3 3.5 0.6 0.9 

Inflation 8.0 9.3 10.0 8.0 6.2 4.8 3.2 3.1 2.9 2.7 2.5 2.6 8.4 5.6 2.8 

Unemployment 6.7 6.7 6.7 6.6 6.6 6.6 6.7 6.8 6.8 6.9 6.9 7.7 6.7 6.6 6.9 

Real GDP 5.6 −1.5 0.4 2.7 1.7 1.0 0.9 0.9 0.8 0.8 0.7 2.3 1.1 1.0 0.9 

Inflation 2.1 2.7 3.8 3.5 3.3 2.8 2.3 2.9 2.7 2.6 2.2 −0.2 2.3 3.0 2.6 

Unemployment 2.6 2.5 2.5 2.6 2.5 2.4 2.4 2.3 2.3 2.3 2.3 2.8 2.6 2.4 2.3 

Real GDP 0.4 3.9 2.9 4.5 7.8 5.0 5.7 4.7 5.0 5.0 5.0 8.4 3.0 5.8 4.9 

Inflation 2.2 2.8 1.8 1.3 0.2 1.4 1.5 1.6 1.9 2.0 2.0 0.8 1.7 1.1 1.9 

Unemployment 5.8 5.4 5.6 5.5 5.2 5.3 5.2 5.1 5.0 5.0 5.0 5.1 5.1 5.3 5.0 

US

Euro

Area

Japan

China

2022
2023 2024

2023
2021 2022

2024

2022

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

4.25 4.75 5.00 5.25 5.25 5.00 4.75 4.50 4.25 4.25 5.25 4.25 
~   ~   ~   ~   ~   ~   ~   ~   ~   ~ ~ ~

4.50 5.00 5.25 5.50 5.50 5.25 5.00 4.75 4.50 4.50 5.50 4.50 

2yr 3.43 4.03 4.90 4.20 4.00 3.80 3.60 3.40 3.20 3.43 4.00 3.20 

10yr 3.87 3.47 3.84 3.60 3.60 3.60 3.60 3.50 3.50 3.87 3.60 3.50 

Policy rate 2.50 3.50 4.00 4.25 4.25 4.25 4.25 4.00 3.75 2.50 4.25 3.75 

Deposit rate 2.00 3.00 3.50 3.75 3.75 3.75 3.75 3.50 3.25 2.00 3.75 3.25 

2yr 2.50 2.68 3.20 3.20 3.00 2.80 2.60 2.40 2.30 2.50 3.00 2.30 

10yr 2.20 2.29 2.39 2.30 2.30 2.30 2.20 2.10 2.10 2.20 2.30 2.10 

Policy rate −0.10 −0.10 −0.10 −0.10 −0.10 −0.10 0.10 0.10 0.10 −0.10 −0.10 0.10 

2yr 0.04 −0.06 −0.07 0.10 0.15 0.20 0.30 0.30 0.30 0.04 0.15 0.30 

10yr 0.42 0.35 0.40 0.75 0.75 0.75 0.90 0.90 0.90 0.42 0.75 0.90 

Policy rate 2.75 2.75 2.65 2.55 2.55 2.55 2.55 2.55 2.55 2.75 2.55 2.55 

2yr 2.39 2.41 2.11 2.16 2.24 2.32 2.39 2.49 2.59 2.39 2.24 2.59 

10yr 2.83 2.85 2.64 2.64 2.69 2.74 2.79 2.84 2.89 2.83 2.69 2.89 

Interest rate
2023 2024

China

2024

US

Policy rate

Germany

Japan

2022 2023

2022

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

130.58 127.23 130.64 128.00 125.00 121.00 119.00 116.00 116.00 113.47 125.00 116.00
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

151.95 137.91 145.07 147.00 138.00 135.00 133.00 130.00 130.00 151.95 147.00 135.00

End of

quarter
131.12 132.86 144.31 137.00 133.00 130.00 128.00 126.00 123.00 131.12 133.00 123.00

0.9633 1.0806 1.0635 1.0300 1.0200 1.0100 1.0000 1.0100 1.0100 0.9536 1.0200 1.0000
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

1.0735 1.1033 1.1095 1.1300 1.1200 1.1100 1.1000 1.1100 1.1100 1.1495 1.1300 1.1100

End of

quarter
1.0705 1.0839 1.0909 1.0700 1.0600 1.0500 1.0500 1.0600 1.0600 1.0705 1.0600 1.0600

138.81 124.40 142.55 145.00 136.00 131.00 128.00 127.00 123.00 124.40 136.00 123.00
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

148.40 145.67 158.00 159.00 150.00 145.00 142.00 141.00 137.00 150.00 159.00 145.00

End of

quarter
140.41 144.01 157.43 146.59 140.98 136.50 134.40 133.56 130.38 140.41 140.98 130.38

Crude Oil Prices　(WTI) 82.64 75.99 73.67 75.00 80.00 80.00 75.00 77.00 78.00 98.74 76.17 77.50

EUR/JPY

Range

2024

USD/JPY

Range

EUR/USD

Range

2023
2023 2024

2022

※ Crude oil prices are averages for each period. Source: SMBC. 
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This presentation is for discussion purposes only and is not intended to be an offer to sell or the solicitation of an offer to buy 

any securities, or any commitment to underwrite, subscribe for or place any securities, is not an offer or commitment to provide 

any financing or extension of credit or service, and does not contain any tax or legal advice. This presentation has been prepared 

by SMBC Group (which may include, collectively or individually, any of the following entities in the Americas Division: Sumitomo 

Mitsui Banking Corporation (“SMBC”), SMBC Nikko Securities America, Inc. (“SMBC Nikko”), SMBC Nikko Securities Canada, 

Ltd. (“Nikko Canada”), SMBC Capital Markets, Inc. (“SMBC-CM”), SMBC Leasing and Finance, Inc., JRI America, Inc., and 

SMBC Rail Services LLC) and is being furnished by SMBC Group solely for use by the client or potential client to whom such 

materials are directly addressed and delivered. This presentation is confidential, and is the property of SMBC Group subject to 

copyright. Any reproduction of this presentation, in whole or in part, is prohibited, and you may not release these materials to 

any person, except to your advisors and professionals to assist you in evaluating these materials, provided that they are 

obligated, by law or agreement, to keep the presentation confidential. These materials do not constitute research, a 

recommendation or an offer or solicitation to any person to enter into any transaction or adopt any hedging, trading or investment 

strategy. Prior to participating in any such transaction, you should consult your own independent, competent, legal, tax, 

accounting and other professional advisors.  

In preparing this presentation, SMBC Group has relied upon information available from third parties, including public sources, 

and we have assumed, without independent verification, the accuracy and completeness of such information. Specific prices, 

indices or measures, including ranges, listed in this document were prepared at the time the document was prepared, and are 

subject to change without notice. SMBC Group makes no representations to and does not warrant this presentation’s accuracy 

or completeness. SMBC Group expressly disclaims any liability for any use of the information set forth herein, including, without 

limitation, any use of the information set forth herein in the preparation of financial statements or accounting material.  

These materials may contain forward looking statements, which may include projections, forecasts, income estimates, yield or 

return, future performance targets or similar analysis. These forward-looking statements are based upon certain assumptions. 

All forward-looking statements are based upon currently available information and SMBC Group is not obligated to provide an 

update. Actual events may differ from those assumptions. Opinions, projections, price/yield information and estimates are 

subject to change without notice. There can be no assurance that estimated returns or projections will be realized, that forward-

looking statements will materialize or that actual results will not be materially lower than those presented. Past performance is 

not necessarily indicative of future results. Any transactions or strategies addressed may not be suitable for all parties. The 

value, price or income from transactions or strategies may fall as well as rise. SMBC Group or an affiliate may have a position 

in any of the underlying instruments, assets, indices or rates mentioned in this document. You should make your own 

independent judgment or seek independent financial and tax advice with respect to any matter contained herein. 

SMBC is subject to Japanese firewall regulations and therefore absent client consent, non-public client information may not be 

shared with SMBC Nikko Securities Inc. 

SMBC Nikko is a U.S. registered broker-dealer of SMBC Group. Nikko Canada is a U.S. and Canadian registered broker-dealer 

of SMBC Group. SMBC-CM is provisionally registered as a U.S. swap dealer with the CFTC. Capital markets and other 

investment banking activities for SMBC Group are performed by a combination of SMBC Nikko, Nikko Canada, SMBC Nikko 

Securities Inc. and SMBC-CM. Lending and other commercial banking activities are performed by SMBC and its banking 

affiliates. Derivative activities may be performed by SMBC-CM or SMBC. SMBC Group deal team members may also be 

employees of any of the foregoing entities. SMBC Group does not provide tax advice. Accordingly, any discussion of U.S. tax 

matters contained herein (including any attachments) is not intended or written to be used, and cannot be used, in connection 

with the promotion, marketing or recommendation by anyone unaffiliated with SMBC Group or for the purpose of avoiding U.S. 

tax-related penalties. © 2023 SMBC Group. All rights reserved. 


