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“Threatened by U.S. shale oil production, OPEC or Saudi Ara-
bia, in particular, could increase production to depress prices be-
low the break-even point for shale operators.”—World Oil Forecast 
and Data Executive Summary 2014.

Few forecasters like to bring up their past predictions. World 
Oil, however, is pleased to differ. Specifically, the World Oil esti-
mate for the West Texas Intermediate (WTI) price in 2014 was 
$91.50/bbl, just 1.9% lower than the actual average of $93.26/
bbl. While we did not have a crystal ball to envision the rapid 
WTI and Brent Blend price drops since mid-2014, we were pre-
scient about Saudi Arabia’s actions. Our forecast conveyed appre-
hension of an emerging industry slowdown. That is one predic-
tion we wish hadn’t come true.

Now to the forecast for 2015. If crude oil prices persist below 
$50/bbl, there will be a dampening effect on oil-directed E&P 
activity in regions of the world that are burdened with high break-
even costs. These include potential projects in the Arctic and oth-
er high-cost frontier areas, unfunded heavy oil projects in Cana-
da’s oil sands, and low-margin shale oil plays in North America. 
Offshore projects that have a long producing horizon will contin-
ue, as will activity in fields where capital costs already have been 
sunk, and operating costs are manageable. Due to relatively low 
lifting costs, oilfield activity will remain relatively robust in por-
tions of the Middle East and Africa that are not adversely affected 
by internal strife or political instability. Until oil prices trend back 
up, at least above $60/bbl, the U.S. may begin importing more oil 
from the Middle East and West Africa.

Low oil prices impact gas-directed E&P activity, as well. Since 
natural gas supply and LNG contracts in Europe and the Far East 
are often indexed to oil prices, North American LNG projects 
will have less of a price advantage over major international suppli-
ers, such as Qatar, Australia and Russia. Thus, upcoming North 
American LNG liquefaction terminals that have not signed long-
term contracts will face an uphill battle to obtain funding.

Given these fundamental economic realities, and the analysis 
of our proprietary survey of operators, and U.S. state and interna-
tional petroleum agencies, World Oil forecasts the following:

• U.S. drilling will drop 19.8% to 37,997 wells.
• U.S. footage will go down 20.9% to 315.1 MMft.
• U.S. Gulf of Mexico E&P activity, particularly focused on 

long-term deepwater activity, will continue at a lower lev-
el. If oil prices remain depressed for an extended period, 
fewer new projects will be sanctioned. Rig rates will slide, 

due to overbuilding of deepwater drillships, and there will 
be a negative impact on lease bidding.

• Canadian activity will drop 30% to 7,362 wells.
• Global drilling outside the U.S. will fall 6.8% to 52,889 

wells.
• Global offshore drilling will drop 8.8%, to 3,060 wells.

CRUDE OIL FORECAST
Until mid-2014, the global oil and gas industry had enjoyed 

nearly four years at an activity plateau. From a recent WTI peak of 
$107.20 on June 12, 2014, the price started dropping in response 
to weakening world demand. Saudi moves to protect their mar-
ket share accelerated the slide in fourth-quarter 2014. By Jan. 20, 
2015, the WTI price had dropped to $46.39/bbl, plummeting 
56% overall, with no certainty that the bottom had been reached. 
The Brent price experienced a similar drop, with the gap between 
WTI and Brent reduced to less than $3/bbl, Fig. 1.

Fig. 2. U.S. crude oil production continued its rise during 2014 from 
about 7 MMbpd in January 2013, due primarily to light oil production 
from shale plays, such as the Bakken, Eagle Ford and Permian. 
Production flattened out above 9 MMbopd in late 2014. The production 
rate may begin a downward trend during 2015. Source: U.S. EIA.
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COVER: The rapid decline in oil prices has yet to put the brakes 
on deepwater projects (Anadarko’s Lucius spar in the deepwater 
Gulf of Mexico, which achieved first oil in January 2015) or new 
rig construction (Nabors PACE-X land rigs) that are focused on 
E&P activity over the long horizon. Photos courtesy of Anadarko 
Petroleum Corporation and Nabors Drilling. 

Fig. 1. Average WTI and Brent crude oil spot prices during 2013 and 
2014, with World Oil estimates for 2015. Prices have plummeted 56% 
since the second half of 2014. Source: U.S. EIA.
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Saudi actions. The price slide accelerated in October, when 
Saudi Aramco reduced its November crude prices for Asia to five-
year lows, signaling to the oil markets that Saudi Arabia would 
prefer to defend its market share, rather than reduce production 
to push up prices. The slide was exacerbated after Nov. 27, when 
OPEC met in Vienna and decided to leave the group output tar-
get of 30 MMbopd unchanged.

Production oversupply. While the specific Saudi actions 
mentioned above precipitated the price slide, supply-demand 
fundamentals had become untenable for some time. Estima-
tions of the oversupply have ranged from 700 Mbopd (Goldman 
Sachs) to 1.8 MMbpd (IEA) and 2.2 MMbopd (OPEC).

In its Jan. 16 Oil Market Report, the IEA reported that global oil 
production rose 155 Mbpd month‐on‐month, in December, to 
94.2 MMbpd, with non‐OPEC and OPEC contributing roughly 
equal shares. Total supplies were a 2.1 Mbpd higher than at the 
same point a year earlier. IEA also reports that global oil demand 
averaged 92.4 MMbpd in 2014, a gain of 620 Mbpd over 2013’s 
level. As such, the IEA estimated that supply exceeds demand by 
1.8 MMbopd. If OPEC holds firm on its 30-MMbpd production 
target, then oil prices will remain anemic until the non-OPEC na-
tions reduce their collective production.

The primary sources of this glut are increased supplies from 
Iraq, Russia and the U.S. As a result of light oil output from the 
shale plays (e.g., Bakken, Eagle Ford and Permian), total U.S. 
crude oil production increased from 5.62 MMbopd in June 2011 
to 9.2 MMbopd in October 2014, Fig. 2.

Varying reactions. As the full reality of the crude oil price 
drop emerges, various sectors of the oil and gas industry are re-
acting in different ways. Saudi Arabian Oil Minister Ali Al-Naimi, 
architect of the price collapse, remained on the offensive in an in-

terview with the Middle East Economic Survey in late December 
2014. “Is it reasonable for a highly efficient producer to reduce 
output, while the producer of poor efficiency continues to pro-
duce? That is crooked logic. If I reduce, what happens to my mar-
ket share? The price will go up, and the Russians, the Brazilians, 
U.S. shale oil producers will take my share.” If Saudi Arabia gets 
its way, the world will return to the past, when the Middle East 
was the primary region for oil and gas production, and the U.S. 
imported 50% or more of its crude oil requirements.

U.S. shale operators become swing producers. With Saudi 
Arabia abandoning its traditional role of a swing producer to lift 
up prices, international oil companies and U.S. shale operators 
have taken on that role by announcing budget reductions and 
activity slowdowns. While production, at established levels, con-
tinues for the time being, a few operators, such as Shell and Qatar 
Gas, have cut back on capital investments in new projects. The 
full impact of the budget cuts, as much as 40% in some cases, will 
be realized in first-half 2015. North American shale operators 
have been quick to reduce capital expenditures and cut rig counts. 
Down the supply chain, service companies have announced lay-
offs by the thousands in their North American operations.

Floater oversupply. Before the oil price drop, consultancy 
Douglas Westwood reported that the number of active ultra-
deepwater rigs operating throughout has remained high, with 171 
units contracted vs. 175 units in January 2014. Dayrates also had 
increased slightly from an average $470,000 to $485,465. Such 
dayrates may start declining, with as many as 12 newbuild float-
ers leaving the shipyards without contracts during 2015.

Production at any price. National oil companies are politi-
cally constrained in their budgetary behavior. Many of them are 
forced to operate below break-even cost, to meet other national 

Table 1. Forecast of 2015 U.S. wells and footage to be drilled. 

 Total wells Total footage, 1,000 ft Total wells Total footage, 1,000 ft
    
 2015  2014  % 2015 2014 %  2015  2014  % 2015  2014  %
State or area forecast estimated4 diff forecast estimated4 diff State or area forecast estimated4 diff forecast estimated4 diff
Alabama1 95 142 –33.1 722.0 1,092.0 –33.9
Alaska 138 159 –13.2 814.2 894.4 –9.0
Alaska–offshore2 15 15 0.0 240.0 232.5 3.2
Arkansas 548 730 –24.9 4,658.0 6,022.5 –22.7
California 2,952 3,432 –14.0 6,760.1 8,030.9 –15.8
California–offshore2 25 34 –26.5 156.1 250.7 –37.7
Colorado 1,504 1,880 –20.0 14,889.6 18,518.0 –19.6
Gulf of Mexico2 144 241 –40.2 2,019.2 4,038.5 –50.0
Illinois 425 703 –39.5 956.3 1,546.6 –38.2
Indiana 111 148 –25.0 238.7 318.2 –25.0
Kansas 5,219 5,864 –11.0 15,865.8 17,592.0 –9.8
Kentucky 350 449 –22.0 805.0 1,032.7 –22.0
Louisiana1 902 1,102 –18.1 6,296.4 7,502.5 –16.1
    North 638 797 –19.9 3,828.0 4,638.5 –17.5

    South 264 305 –13.4 2,468.4 2,864.0 –13.8

Michigan 110 105 4.8 429.0 404.3 6.1
Mississippi1 181 251 –27.9 1,565.7 2,196.3 –28.7
Montana 155 190 –18.4 1,867.8 2,280.0 –18.1
Nebraska 172 171 0.6 756.8 752.4 0.6
New Mexico 1,320 1,459 –9.5 11,682.0 12,839.2 –9.0
New York 52 169 –69.2 90.0 292.4 –69.2
North Dakota 1,663 2,375 –30.0 28,271.0 40,375.0 –30.0
Ohio 543 836 –35.0 5,625.5 8,661.0 –35.0

Oklahoma 2,708 3,429 –21.0 25,996.8 32,575.5 –20.2

Pennsylvania 2,255 2,230 1.1 16,574.3 16,613.5 –0.2

South Dakota 11 11 0.0 140.0 138.3 1.2

Tennessee 103 124 –16.9 190.6 226.9 –16.0

Texas1 13,911 18,156 –23.4 146,202.5 187,389.2 –22.0

    District 1 2,448 3,099 –21.0 32,130.0 40,318.0 –20.3

    District 2 1,169 1,301 –10.1 17,827.3 19,840.3 –10.1

    District 3 762 907 –16.0 7,162.8 8,344.4 –14.2

    District 4 614 646 –5.0 6,999.6 7,267.5 –3.7

    District 5 264 330 –20.0 2,996.4 3,745.5 –20.0

    District 6 401 447 –10.3 4,671.7 5,274.6 –11.4

    District 7B 519 721 –28.0 2,283.6 3,172.4 –28.0

    District 7C 1,598 2,023 –21.0 17,578.0 21,646.1 –18.8

    District 8 4,155 6,014 –30.9 38,433.8 56,230.9 –31.7

    District 8A 709 985 –28.0 4,466.7 6,205.5 –28.0

    District 9 750 938 –20.0 5,362.5 6,566.0 –18.3

    District 10 522 745 –29.9 6,290.1 8,791.0 –28.4
Utah 723 967 –25.2 5,675.6 7,591.0 –25.2

Virginia 155 141 9.9 465.0 437.1 6.4
West Virginia 622 732 –15.0 6,842.0 7,466.4 –8.4

Wyoming 858 1,135 –24.4 8,108.1 10,793.9 –24.9
Others3 27 22 22.7 162.7 73.2 123.3

Total U.S. 37,997 47,402 –19.8 315,066.8 398,177.1 –20.9
1 Excludes state and federal offshore wells, which are included in the GOM total. 2 Includes state and federal offshore wells.
3 Includes Arizona, Florida, Idaho, Missouri, Nevada, North Carolina and Oregon. 4 2014 estimates are based on well counts furnished by state and federal regulatory  
       agencies, and API.
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goals, such as preserving employment. A typical example is 
Mexican state oil company Pemex. In December 2014, Pemex 
announced its intention to save $2–3 billion through cuts to 
contractor rates, but no staff reductions. Furthermore, in coun-
tries that are heavily dependent on oil revenues such as Russia, 
Venezuela and Iraq, oil producers have no choice but to continue 
production, regardless of the crude oil price. 

U.S. crude oil imports will rise. With the expected drop in 
U.S. shale oil production, there could be an uptick in U.S. crude 
oil imports. At its peak in August 2006, the U.S. imported 14.7 
MMbopd. That rate had dropped to 8.9 MMbopd by October 
2014. The additional imports could come from OPEC countries, 
such as Saudi Arabia and Nigeria, or from Canada.

Oil price recovery. The WTI and Brent prices are based on 
future expectations of oil traders. It is the traders’ sensitivity to 
Saudi actions, and the reaction to supply-demand imbalance, that 
have resulted in the free fall of crude oil prices. Once the trad-
ers perceive a contraction of crude oil supplies and/or improved 
global demand, due to increases in industrial activity and con-
sumption in the U.S. and China, prices should start to recover.

Closing the supply-demand gap. There are differing 
opinions on how quickly the supply-demand gap will close, 

Fig. 3. According to forecast data compiled by Princeton En-
ergy Advisors (PRIENGA), the U.S. EIA, the International 
Energy Agency (IEA) and OPEC have an expectation that the 
gap will start narrowing by second-quarter 2015 but never be-
come negative (demand exceeding supply). IEA even expects 
the gap to start widening by third-quarter 2015 and reach 1 
MMbopd by fourth-quarter 2015. Only PRIENGA expects 
the gap to become negative as early as the start of second-
quarter 2015, and reach its lowest point at 2.8 MMbopd dur-
ing third-quarter 2015. PRIENGA’s Stephen Kopits bases his 
optimistic forecast on the price elasticity of demand, i.e., the 
cure for low prices is low prices (meaning low prices will spur 
demand growth).

Does history repeat itself? We can compare the current 
price collapse to other crashes in the not-so distant past. Due to 
an oversupply, the crude price dropped from $30.86/bbl (1980) 
to $9.85 (1986). It took 17 years for the price to rise past $30.86 
on its way to $97.26 (2008). The price crashed very rapidly in 
2008 to $61.67, due to the worldwide recession and the resulting 
reduction in demand. The price rebounded to $111.67 by 2011. 
So, will the recovery take 17 years or three years?

NATURAL GAS FORECAST
Global natural gas production rose 1.3% during 2014 to 122.9 

Tcf, less than the global demand, which grew to 140.5 Tcf, accord-
ing to IEA data. The difference would have been fulfilled with 
previous production held in storage.

U.S. natural gas prices had adjusted to a regional oversupply 
(due to shale gas output), since a high of $12.69/Mcf in June 
2008, to a low of $1.95/Mcf in June 2013. With the exception of a 
brief spike to $6/MMbtu, due to the Polar Vortex in first-quarter 
2014, prices have hovered in a narrow range between $2.50/Mcf 
and $3.50/Mcf, Fig. 4. A mild winter in 2014-2015 does not bode 
well for a short-term boost. In contrast, gas prices range from $9 
to $10/Mcf in Europe, and $13 to $18/Mcf in Asia, as these con-
tracts are linked to the price of crude oil. The drop in crude oil 
price, for the time being at least, is creating parity between gas 
prices throughout the world. 

Despite the low prices, U.S. natural gas production has in-
creased nearly 11% to 76.70 Bcfd in October 2014. Correspond-
ingly, the World Oil survey of operators in the Marcelllus suggests 

Fig. 4. After a spike during first-quarter 2014, due to the Polar Vortex, 
the natural gas spot price at the Henry Hub remained under $4/Mcf 
and ranged in the second half of the year between $2.50/Mcf and 
$3.50/Mcf. World Oil estimates the 2015 price to average $3.35/Mcf. 
Source: U.S. EIA.

0

2

4

6

8

10

12

14

Jan-15EJan-14Jan-13Jan-12Jan-11Jan-10Jan-09Jan-08

$3.35/Mcf
2015 E

$/
Mc

t

Fig. 5. Despite low prices, U.S. natural gas production has increased 
from 69.09 Bcfd in January 2013 to 76.70 Bcfd in October 2014. 
Source: U.S. EIA.
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Fig. 3. This chart shows global supply minus demand. IEA, EIA and 
OPEC expect the gap between supply and demand to grow until 
second-quarter 2015, and then narrow over the next quarter. To the 
contrary, PRIENGA expects the gap to narrow rapidly through second-
quarter 2015, become negative and reach about -2.8 MMbopd by 
third-quarter 2015. Source: Princeton Energy Associates.
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that E&P activity will continue on an even keel. Our forecast indi-
cates a slight increase, 1.1%, in wells to be drilled in Pennsylvania, 
from 2,230 in 2014 to 2,255 in 2015.

U.S. FORECAST
In 2014, the U.S. surpassed both Saudi Arabia and Russia to 

become the world’s leading producer of crude oil and NGLs. Pro-
duction averaged 11 MMbpd during the first five months of the 
year. Texas (Eagle Ford and Permian) and North Dakota (Bak-
ken) produced about 50% of U.S. oil in April 2014. The activity 
scenario changed in late November 2014, with the decline in oil 
prices. The Baker Hughes rotary rig count started its proportion-
ate decline, as well, Fig. 6. After a peak of 1,929 on Nov. 21, 2014, 
the rig count descended to 1,840 on Dec. 26, and down to 1,633 
on Jan. 23, 2015. Oil-directed drilling dropped from a peak of 
1,609 on Oct. 10 to 1,317 on Jan. 23, a reduction of about 18%. 
If the rig count tracks the price decline, another 500 oil-directed 
rigs may have to be withdrawn from service.

Taking a look at the forecast of 2015 U.S. wells and footage 
(Table 1), World Oil predicts an aggregate 19.8% reduction in 
wells to be drilled, from a recent high of 47,402 wells in 2014. 
Here are some lowlights:

Gulf of Mexico. While top-tier projects in the Gulf of Mexico 
continue to move forward, the U.S. Bureau of Safety and Energy 
Enforcement (BSEE) has informed World Oil that it expects the 
number of wells drilled in the Gulf of Mexico to drop from 241 in 
2014 to about 144 in 2015. 

Major projects that achieved first oil in 2014 include Chev-
ron’s Jack/St. Malo (170,000 bopd and 42.5 MMcfgd), Anadar-
ko’s Luicius (80,000 bopd and 450 MMcfgd), Shell’s Cardamom 
(50,000 boed) and Hess-operated Tubular Bells (50,000 boed). 
Chevron has sanctioned the Hess-operated Stampede project 
(80,000 bopd) at a cost of $6 billion and first oil in 2018. The new 
project pipeline should continue with several discoveries: Guada-
lupe and Anchor (Chevron); Leon (Repsol); Norphlet (Shell); 
and Katmai and Danzler (Noble Energy). 

U.S. shale plays. Liquids-rich shale plays are expected to bear 
the brunt of low crude oil prices because of high break-even costs. 
Many of the leading U.S. independents are making adjustments 
by either divesting non-core assets, or reducing budgets and rig 
counts. A representative sample includes Chesapeake Energy, 
which sold 414,000 acres from its southern Marcellus and eastern 
Utica shale assets to Southwestern Energy for $4.798 billion, to 
increase its liquidity position to $9 billion. Continental Resourc-
es decreased its rig count from 50 to 31 rigs. These rigs will be al-
located to SCOOP Woodford/Springer (16 rigs) North Dakota 
Bakken (11), and Northwest Cana (4). While Pioneer Natural 
Resources has hedged its production until the end of 2015, it may 
sell its EFS Midstream operations for about $3 billion.

On a state-by-state basis, Texas will experience an overall 
23.4% decrease in new well activity to 13,911 wells. Particularly 
hard-hit will be District 8, which includes the Permian (down 
-30.9% to 4,155 wells), as well as Eagle Ford District 1 (-21% to 
2,448 wells), District 7C (also -21% to 1,598 wells) and District 2 
(-10.1% to 1,169 wells). Texas led the nation in oil production at 
the rate of 3.491 MMbpd in November 2014. That figure may dip 
below 2.5 MMbpd in the latter part of 2015.

Including federal OCS output, Louisiana produced 1.427 
MMbopd in October 2014. World Oil expects the state to experi-
ence an overall 18.1% drop in the number of wells drilled to 902. 
The southern portion of the state, which is devoted primarily to 
conventional oil drilling, will hold up better during 2015, with a 
13.4% reduction.

North Dakota, which produced 1.217 MMbopd in Novem-
ber 2014, will suffer a severe cut, due to reduced activity in the 
oil-rich Bakken shale play. World Oil expects the number of wells 
to be drilled in 2015 to drop 30% to 1,663. In late January 2015, 
leading operator Continental Resources improved its liquidity 
position for E&P activity by selling off its midstream pipeline and 
gas processing assets to Kinder Morgan for $3 billion.

Oklahoma, which encompasses both conventional oil, and 
shale oil and gas production, is expected to suffer a 21% reduc-
tion in the number of wells drilled to 2,708. The state produced 
365 Mbopd and 6.54 MMcfd in October 2014.

One of the few bright spots in the U.S. is Pennsylvania, which 
is the core of the giant, gas-rich, Marcellus shale play. World Oil es-
timates that gas-directed drilling in the state will actually increase 
1.1% in Pennsylvania to 2,255 wells. Leading operator Range Re-
sources cut its 2015 budget from $1.3 billion to $870 million, and 
plans to focus 95% of the funds on Marcellus activity.

Alaska onshore. Field production onshore Alaska has de-
clined from 1.974 MMbopd in February 1988 to 500 Mbopd in 
2013. The prospect for future production growth was squashed 
on Jan, 25, 2015, when President Obama called for a restriction 
on oil and gas exploration in the 12 million acres of the Arctic 
National Wildlife Refuge (ANWR). While the suggestion is un-
likely to be implemented, it does create another point of dispute 
between Obama and the Republican majority in the U.S. Con-
gress, as does potential approval of the Keystone XL pipeline, to 
increase the flow of Canadian oil sands crude to U.S. refineries.

Alaska offshore. World Oil expects drilling offshore Alaska 
to remain unchanged from 2014’s level at 15 wells. Noteworthy 
news from the region came from President Obama, who desig-
nated Bristol Bay as off-limits for oil and gas leasing. The North 
Aleutian Basin Planning Area that includes Bristol Bay consists of 
approximately 32.5 million acres. A portion of the North Aleu-
tian Basin Planning area was leased in the mid-1980s, but never 
developed, due to litigation. 

Fig. 6. The Baker Hughes rotary rig count crossed 1,800 in March 2014. 
After about five months above 1,900, it descended to 1,317 on Jan. 23.
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INTERNATIONAL FORECAST
With the U.S. contributing 9.2 MMbopd to the global produc-

tion, and including worldwide LNG output, the rest of the world 
produced about 84 MMbopd in 2014. According to World Oil 
estimates, this production was achieved by drilling 56,708 wells 
(Table 2). In 2015, we expect drilling to drop to 52,889 wells, a 
reduction of 6.8% as a consequence of the crude oil price decline 
Our forecast for offshore drilling worldwide (Table 3) indicates 
a decline from 3,356 wells in 2014 to 3,060 in 2015. Operators 
will be hard-pressed to gauge the viability of long-term offshore 
projects that will achieve first oil six to seven years from now.

Here are selected regional highlights of E&P activity in 2015 
and plans for the rest of 2015.

Canada. Rich in natural resources, Canada is a net exporter of 
conventional crude oil from Alberta’s foothills and offshore East 
Coast, heavy oil from oil sands, and both shale gas and liquids. 
Heavy West Canadian Select crude dropped 8.1%, to $42.19/
bbl on Dec. 10, the lowest since April 2009. This decline has trig-
gered a scale-back of oil sands investments by operators, such 
as Calgary-based Canadian Natural Resources. Even before the 
price decline, Apache Corp. withdrew its participation from the 
Kitimat LNG export terminal, which is now entirely in Chevron’s 
hands. While Statoil also abandoned its oil sands participation in 

Alberta, the company has decided to move forward with plans to 
re-allocate $2 billion, to drill appraisal wells in deepwater Bay du 
North offshore East Coast Canada with partner Husky Energy. 
We and the Canadian Association of Petroleum Producers expect 
drilling to fall 30%, to 7,362 wells.

Mexico. In response to declining production, Mexico re-
formed its legislation to end Pemex’s seven-decade monopoly 
and facilitate foreign investment. The country’s initial bidding 
round is expected to remain competitive, despite low oil prices, 
delays and a number of uncertainties, according to research and 
consulting firm GlobalData. For deepwater areas later in the 
round, the government is expected to offer royalty and tax licens-
es, reflecting the high costs and risks associated with this type of 
exploration and development.

Brazil. Despite news of corruption scandals and upheavals at 
state operator Petrobras, oil production in fields that it operates, 
in both the Santos and the Campos basins pre-salt, reached the 
historical 700-Mbpd mark in December. In January, the company 
reported that its pre-salt activities were still economically viable. 

Argentina. The country’s shale prospects face an uncertain 
future, despite Chevron’s E&P commitment and Exxon Mobil’s 
second shale oil discovery in Neuquén province. During 60 
days, the well produced 31,400 boe. This latest discovery is 12.4 
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Table 2. Forecast of 2015 drilling outside the U.S.* 

Region or Wells forecast Wells drilled   Region or Wells forecast Wells drilled 
country 2015 2014 % diff. country 2015 2014 % diff.
North America 7,974 11,034 –27.7 
  Canada 7,362 10,513 –30.0 
  Cuba 12 15 –20.0 
  Mexico 593 498 19.1 
  Others 7 8 –12.5 

South America 3,551 3,595 –1.2 
  Argentina 1,350 1,470 –8.2 
  Bolivia 23 25 –8.0 
  Brazil 622 434 43.3 
  Chile 30 33 –9.1 
  Colombia 85 114 –25.4 
  Ecuador 301 313 –3.8 
  Peru 185 113 63.7 
  Trinidad & Tobago 72 74 –2.7 
  Venezuela 750 883 –15.1 
  Others 133 136 –2.2  

Western Europe 480 544 –11.8 
  Austria 15 16 -6.3 
  Denmark 14 12 16.7 
  France 12 14 –14.3 
  Germany 31 26 19.2 
  Italy 26 28 –7.1 
  Netherlands 45 50 –10.0 
  Norway 187 218 –14.2 
  United Kingdom 140 175 –20.0 
  Others 10 5 100.0 

Eastern Europe/FSU 8,281 8,512 –2.7 
  Albania 154 145 6.2 
  Croatia 10 12 –16.7 
  Czech Republic 12 16 –25.0 
  Former Soviet Union 7,851 8,055 –2.5 
    Russian Federation 6,867 7,008 –2.0 
    Others 984 1,047 –6.0 
  Hungary 14 19 –26.3 
  Poland 28 29 –3.4 
  Romania 189 210 –10.0 
  Others** 23 26 –11.5 

Africa 1,408 1,577 –10.7 
  Algeria 392 395 –0.8 
  Angola 218 225 –3.1 
  Congo 54 70 –22.9 
  Egypt 441 501 –12.0 

  Gabon 50 57 –12.3 
  Libya 57 125 –54.4 
  Nigeria 125 128 –2.3 
  South Sudan n.a. n.a. –
  Sudan n.a. n.a. –
  Tunisia 18 15 20.0 
  Others 53 61 –13.1 

Middle East 3,053 3,439 –11.2 
  Iran n.a. n.a. –
  Iraq  135 201 –32.8 
  Kuwait 583 630 –7.5 
  Neutral Zone 110 80 –28.6 
  Oman 917 1,146 –20.0 
  Qatar 92 99 –7.1 
  Saudi Arabia 573 581 –1.4 
  Syria n.a. n.a. –
  Turkey 210 190 10.5 
  UAE - Abu Dhabi 250 262 –4.6 
  UAE - Dubai 5 5 0.0 
  Yemen 60 94 –36.2 
  Others   118 151 –21.9 

South Asia 602 650 –7.4 
  Afghanistan 2 2 0.0
  India 521 561 –7.1 
  Pakistan 79 87 –9.2 

Far East 27,255 27,061 0.7 
  Brunei 29 32 –9.4 
  China 25,450 25,200 1.0 
  Indonesia 994 1,014 –2.0 
 Japan 2 2 0.0 
  Malaysia 84 87 –3.4 
  Myanmar 47 53 –11.3 
  Philippines 11 2 450.0 
  Thailand 588 619 –5.0 
  Vietnam 37 35 5.7 
  Others  13 17 –23.5 

South Pacific 285 313 –8.9 
  Australia1 240 267 –10.1 
  East Timor 5 5 0.0 
  New Zealand 30 29 3.4 
  Papua New Guinea 10 12 –16.7 

World Total 52,889   56,725   –6.8  

*Some countries are estimated.  **Includes Bulgaria, Slovakia, Slovenia and Serbia. n.a.: Not available. 1Does not include a large number of shallow CBM wells.
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mi from Exxon’s oil discovery on the Bajo del Choique Block, 
which was announced in May.

North Sea. The premier hunting ground during the 1970s, 
the North Sea has fallen on hard times. While the Norwegian 
Petroleum Directorate (NPD) reports that 2014 activity includes 
four new fields and 56 exploration wells, resulting in 22 new dis-
coveries, only four discoveries were commercial. 

UKCS E&A activity continued to fall in 2014, with the num-
ber of exploration wells decreasing 18% to 23 wells, according to 
Wood MacKenzie. In November, the UK held its 28th seaward 
licensing round. A total of 134 licenses covered 252 blocks. 

Russia. In January 2015, Russian oil production rose to a 
post-Soviet record of 10.6 MMbopd, indicating that the coun-
try had yet to feel the effects of sanctions imposed by the U.S., 
EU and Japan after Russia’s annexation of Crimea in September. 
The sanctions will affect Russia’s efforts to reverse declining pro-
duction from its brownfields, as well as development of Arctic 
resources. Nevertheless, Exxon Mobil has begun production 
from the Sakhalin-1 project’s Arkutun-Dagi field, increasing total 
Sakhalin production to 200 Mbopd.

Kazakhstan. In November, Total suggested that production 
from the $48-billion Kashagan oil project in the Caspian Sea may 
resume in 2016-2017. Output from Kashagan was halted in Oc-
tober 2013, a month after production started.

Eastern Mediterranean. Lack of new discoveries and regula-
tory difficulties have stymied Noble Energy’s efforts to commer-
cialize giant Leviathan field, offshore Israel. In March 2014, No-

ble Energy, its partners, and Israel’s Anti-trust Authority reached 
an agreement that included the divestiture of Tanin and Karish 
gas fields. 

Saudi Arabia. While holding the world’s largest, proved, 
crude oil reserves, Saudi Arabia slipped in the rankings of the 
world’s largest petroleum liquids producer to the U.S., and the 
world’s largest crude oil producer to Russia. In November 2014, 
Saudi Arabia produced 9.51 MMbopd. Interestingly, Saudi Ara-
bia is feeling the effects of low oil prices. State oil company Saudi 
Aramco is asking for a discount of as much as 20% from its service 
companies and suppliers to mitigate reduced revenues.

Saudi Aramco deployed 210 oil and gas rigs in 2014. Toward 
the end of 2014, Aramco was planning to achieve plateau produc-
tion from its Manifa field of 900 Mbopd, 90 MMscfd, and 65 
Mbpd of condensate. 

Iraq. After years of sanctions and war, Iraq’s oil production 
rose to 3.5 MMbopd in November 2014, surpassing Iran, and the 
highest in three decades. Three-fourths of the country’s produc-
tion comes from Iraq’s southern fields, but total production is ex-
pected to increase even further after an agreement with the Kurd-
ish regional government. Production is also coming onstream 
from the efforts of international oil companies. 

Iran. To cope with the effects of sanctions and the crude oil 
collapse, Iran reduced the oil price for its annual budget to $40/
bbl. In 2014, the budget was priced at $100/bbl. Iran produced 
2.77 MMbopd in December, down from an average of 3.58 
MMbopd in 2011, according to data compiled by Bloomberg. 

Table 3. Forecast of 2015 offshore drilling worldwide* 

Region or Wells forecast Wells drilled   Region or Wells forecast Wells drilled 
country 2015 2014 % diff. country 2015 2014 % diff.
North America 252  355  –29.0 
  Canada 12  13  –7.7 
  Cuba 0 0 –
  Mexico 55 51 7.8 
  U.S. - Alaska 15 15 0.0 
  U.S. - California 25 34 –26.5 
  U.S. - Gulf of Mexico 144 241 –40.2 
  Others 1 1 –

South America 152  133  14.3 
  Argentina 0  0  –
  Brazil 106  93  14.0 
  Chile 3  2  50.0 
  Colombia 2  1  100.0 
  Ecuador 1  3  –66.7 
  Peru 25  23  8.7 
  Trinidad & Tobago 9  8  12.5 
  Venezuela 2  2  0.0 
  Others 4  1  300.0 

Western Europe 384 430 –10.7 
  Denmark 13 12 8.3 
  France 0 0 –
  Germany 2 4 –50.0 
  Italy 19 18 5.6 
  Netherlands 25 20 25.0 
  Norway 187 218 –14.2 
  United Kingdom 130 155 –16.1 
  Others 8 3 166.7 

Eastern Europe/FSU 97  103  –5.8 
 Croatia 4 5 –20.0 
  Former Soviet Union 87 90 -3.3 
    Russian Federation n.a. n.a. – 
    Others  87 90 –3.3 
  Poland 2  2  0.0 
  Romania 3  5  –40.0 
  Others 1 1 0.0 

Africa 422 453 –6.8 
  Angola 215 223 –3.6 

  Congo 48 62 –22.6 
  Egypt 34 36 –5.6 
  Gabon 23 26 –11.5 
  Libya 6 4 50.0 
  Nigeria 52 53 –1.9 
  South Africa 3 3 0.0 
  Tunisia 1 2 –50.0 
  Others 40 44 –9.1 

Middle East 277 290 –4.5 
  Iran n.a. n.a. –
  Neutral Zone 7 10 –30.0 
  Oman 1 1 0.0 
  Qatar 76 81 –6.2 
  Saudi Arabia 78 86 –9.3 
  Turkey 10 3 0.0 
  UAE - Abu Dhabi 90 95 –5.3 
  UAE - Dubai 4 5 –20.0 
  Others 11 9 22.2 

Far East 1,399  1,509  –7.3 
  Brunei 23  26  –11.5 
  China 472  498  –5.2 
  India 94 109 –13.8 
  Indonesia 242 247 –2.0 
 Japan 1 0 –
  Malaysia 83 84 –1.2 
  Myanmar 1 2 –50.0 
  Pakistan 0 0 –
  Philippines 6 1 500.0 
  Thailand 434 500 –13.2 
  Vietnam 37 35 5.7 
  Others 6 7 –14.3 

South Pacific 77 83 –7.2 
  Australia 63 68 –7.4 
  East Timor 5 5 0.0 
  New Zealand 8 10 –20.0 
  Papua New Guinea 1 0 …

World Total 3,060  3,356  –8.8 

 *Some countries are estimated. n.a.—not available.
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Nigeria. Africa’s largest economy (surpassing South Africa 
in 2013), Nigeria has been experiencing a decline in crude pro-
duction since the second half of 2013, falling by an estimated 
80 Mbpd from 2013 to the end of 2014. To add further pain to 
a grim situation, Nigerian officials reported that rampant theft 
from its oil pipelines was costing the country 300 Mbopd. Ni-
geria also has abundant natural gas reserves, but a serious lack 
of gathering infrastructure, meaning that as much as $3 billion 
in potential gas revenues is being flared. 

Angola. In spite of an ambitious goal of 2 MMbpd of pro-
duction in 2015, Angola’s crude output has barely budged from 
2013 levels. Although several new projects have started coming 
to fruition, the combined increase has not been sufficient to 
match the decline in existing older fields. Total, which operates 
fields in Block 17 offshore Angola, started up its CLOV devel-
opment (Cravo, Lirio, Orquidea, Vileta) in June 2014, with a 
production capacity of 160,000 bpd, bringing the block’s total 
crude output to over 700,000 bpd. 

Algeria is Africa’s third largest oil and gas producer, and has 
experienced similar annual production declines. By the end of 
2014, Algerian crude production was averaging 1.12 MMbpd, 
representing a 16% decline from the 2005-2010 average. Col-
lapsing crude prices have been particularly hard on the north-
western African nation, because the government depends on 
petroleum for 97% of its export revenues. 

Libya. An ongoing military conflict in Libya has continued 
to stifle development in what was once a gem of African oil, 
with the continent’s largest reserves. The petroleum industry 
collapsed after the fall of the Libyan dictatorship three years 
ago. Production recovered modestly in the next two years, only 
to disintegrate again in the wake of a civil war, bottoming out in 
the spring of 2014 to an estimated low of 215,000 bopd. 

Egypt. Struggling with political unrest, Egypt has gone from 
being a net energy exporter to a net importer in recent years. 
High subsidies, paid to support the fuel costs of its large and 
growing population, have left the government with a deepening 
debt, and highly motivated to develop its petroleum resources. 
In early January 2015, the Egyptian Petroleum Ministry signed 
agreements worth $270 million with Shell, BP, Eni and others 
to explore in the Gulf of Suez and the Western Desert.

India is the world’s fourth-largest net importer of crude oil 
and petroleum products. The gap between India’s oil demand 
and internal production is widening, as demand reached nearly 
3.7 MMbpd against 1 MMbpd of total liquids production. India 
is offering 46 exploration blocks under a new licensing round, 
including 17 onshore, 15 shallow-water, and 14 deepwater 
blocks. The round was scheduled to officially open in February 
2014, although the government is in the process of determining 
the structure of the production contract. State operator Oil and 
Natural Gas Company (ONGC) is planning to start production 
from its KG-D5 discovery on India’s east coast in mid-2018, at 
the rate of 70-90 Mbopd. 

China. In 2014, China surpassed the U.S. as the world’s 
largest net oil importer. China’s oil imports have crossed 6.2 
MMbopd, as the U.S. is reducing imports, due to rising shale 
oil production. China is even looking to develop oil and gas ac-
tivity in the disputed South China Sea, despite objections from 

the Philippines and Vietnam. Last May, CNOOC positioned 
a rig near the disputed Paracel Islands, off the coast of Vietnam, 
which led to confrontations between Vietnamese and Chinese 
boats. Meanwhile, Eni signed a PSC for the exploration of one 
block offshore Hainan Island, in the South China Sea. 

Indonesia. Once a member of OPEC, Indonesia gave up 
on its 1.0-MMbpd target of restoring output, even as opera-
tions begin at the Cepu Bock in central Java. Banyu Urip field 
on the Cepu Block is expected to have peak production of 165 
Mbpd from 49 wells by April, but even that may not be able 
to reach peak output, according to SKK Migas, the country’s 
upstream regulator. Chevron delayed developing the second 
phase of the deepwater natural gas project, Gendalo-Gehem, 
off Indonesia’s Borneo Island, which was due to start in 2019. 
Chevron said it needed more time to revise development 
plans, as it found additional reserves.

Australia. With the U.S. less of a threat as an LNG supplier 
to the Asia-Pacific region, Australia is on track to take over from 
Qatar the mantle of becoming the world’s leading LNG produc-
er. The country continues to struggle with rising project costs 
and high labor rates. In late December, BG Group loaded the 
first LNG cargo from its Queensland Curtis LNG (QCLNG) 
facility. Chevron has signed a five-year contract with South Ko-
rea for production from its Gorgon LNG project and revealed 
that the Wheatstone project is progressing on schedule. 

New Zealand. The island nation opened 405,000 km2 cov-
ering eight blocks for exploration, three onshore and five off-
shore, through its 2014 Block Offer. The onshore areas pro-
posed are within the Taranaki, East Coast (North Island) and 
West Coast (South Island) regions. The offshore areas span 
the Reinga-Northland, New Caledonia, Taranaki, Pegasus-East 
Coast and Great South-Canterbury basins. 

PNG. In May 2014, Exxon Mobil shipped the first cargo of 
LNG from the $19-billion PNG LNG project. The project is 
expected to produce more than 9 Tcf of gas over its estimated 
30 years of operations. 

2015 WILDCARDS
Forecasting is a fine science of reasonable projections, based 

on existing circumstances and ongoing trends. World Oil’s take-
away for the 2015 forecast is that we’ve experienced the worst 
of the price drop. 

Our outlook for 2015 could be impacted by any number of 
wildcards:

• Shale activity in the U.S. could be undermined by aggres-
sive clean air and clear water mandates from the EPA, 
and increasingly strident anti-fracing movements.

• The U.S. Gulf coast has had a break from major hurri-
canes for several years: Katrina (2005) and Ike (2008). 
A Category 5 storm could cause severe disruption of 
drilling and production.

• A violent disruption in the Middle East could send 
Brent and WTI prices shooting up. On the other hand, 
if the major oil producing countries throttle up the 
production taps without restraint, there could be con-
tinued oversupply, and consequently, a continuation of 
low oil prices.  
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