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Facts are Facts 



Tesla – The Dawn of Hydrocarbon-free 
Transportation 



Ford on Track to Sell 700,000 F-150 
Trucks in 2016 

 Ford Posts Record Q1 2016 Quarterly Profit on 
Strength of Trucks, SUVs    

 If Ford’s first-quarter 2016 financial results are any 
indication, Dearborn has a bright outlook ahead of it 
for the rest of the year. The company earned an all-
time-record pretax profit of $3.8 billion, up $2.1 billion 
from Q1 of 2015, and a net income of $2.5 billion, up 
$1.3 billion.  

 Europe, which was once a drag on the company’s 
financial performance, was a bright spot in the Q1 
results, posting a fourth-consecutive quarterly profit 
and the region’s best quarter since 2008.  

 As usual, North America was the biggest contributor to 
Ford’s profits, with a quarterly pretax profit of $3.1 
billion and a record operating margin of 12.9 percent. 
Much of the North American growth was driven by full 
availability of the F-150 and strong sales of the Transit 
and its SUV models. 



Shell Completes $50 Billion Acquisition  
of BG 

 The acquisition of UK-based BG 
will bolster Shell's already 
significant position in the fast-
growing liquefied natural gas 
market… 

  

 MarketWatch - February 15, 2016 

  



Shell Cancels FLNG Order 

 Samsung Heavy Industries has 
revealed that Shell cancelled a 
multi-billion order for three 
floating LNG (FLNG) units on 
Thursday.  

 Shell is also expected to cut 
around 2,800 jobs worldwide 
following its takeover of BG 
Group. 

 MaritimeExecutive - April 28, 2016  



January 2016 Stock Market Review: The 
Bear Awakens? 

  

First 6 weeks of 2016: 

DJIA – Falls 11% loss 

S&P 500 –  10.5% loss 
 

 The first month of 2016 is now in the books and it was just 
plain ugly for most financial markets. As many 
commentators noted this was one of the worst January’s 
in the history for US equities. 

 Despite January’s market correction, equity valuations 
remain elevated, corporate earnings are mixed at best, 
the corporate debt picture is not pretty, and from the 
technical/price structure perspective all major stock 
market indices are now in downtrends. 

 It is impossible to predict the future, but the reasonable 
conclusion from this is that the downtrend is likely to 
continue to unfold over the coming months and possibly 
longer. 

 Seeitmarket.com February 1, 2016 

  



Facts are Facts & Timing Matters  
U.S. EQUITIES - SECOND 6 WEEKS OF 2016 

 

  
 

U.S. EQUITIES – FULL Q1 2016 

 

DJIA – Flat - .5% gain 

S&P 500 – Flat - .8% gain 

  

DJIA – Rose 13%  

S&P 500 – Rose 11.2%  

  



Facts are Facts – Conclusions are the 
Tricky Part 

Implicit bias 

Selected bias 

Timing bias 

Investment in the outcome 



Navigating the Future 
 Executive Dilemma: 

  

What are the facts? 

  

How should they guide our decisions? 



Navigating the Future in Energy 
 THE FUNDAMENTALS 

Supply 
 Where 

 How much 

 

Demand 
 Where 

 How much 

 

Price 
 Short term 

 Long term 

INFORMATION SOURCE 

Many sources, massive volume of data 

Tens of millions of dollars annually to track 
and analyze  

Who in the world could and would take this 
on? 
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Supply – Peak Oil 

Energy Independence and the Myth of 
Peak Oil - Wall Street Daily, November 12, 2012  

 

Peak Oil is not a Myth - Chemistry World, 20 
February 2014 

 

Peak Oil: Theory or Myth? - Live Science, 
February 11, 2015 



Supply – Peak Oil 



Proved Oil & Gas Reserves – U.S. 



Proved Oil Reserves - Global 

Source: U.S. Energy Information Administration 



Oil Production – Top 6 Producers 



Proved Gas Reserves - Global 

Source: U.S. Energy Information Administration 



“Proved Reserves” 
 SEC disclosure requirement intended to help investors evaluate the relative value of oil and gas 
companies. 

 Proved Reserves are defined as: “those quantities of oil and gas, which, … can be estimated with 
reasonable certainty to be economically producible … from known reservoirs, and under existing 
economic conditions…” 

 The existing economic conditions for determining the economic producibility of oil and gas 
reserves include the 12-month average price, calculated as the unweighted arithmetic average 
of the first-day-of-the month price for each month within the 12-month period prior to the end 
of the reporting period. 

 Price changes therefore can have a large impact on the classification of proven reserves.  

 Not used by companies for acquisitions, divestments or planning. (2P - proved & probable; and 
3P – proved, probable and possible) 



BP – 2015 Annual Report 



Reduction in Proved Reserves 
 On April 13, 2016, Stone was notified that the 
borrowing base under its bank credit agreement 
has been redetermined from $500 million to 
$300 million.  Stone had outstanding borrowings 
of $457 million and letters of credit of $18.3 
million under its credit agreement as of April 13, 
2016, resulting in a borrowing base deficiency of 
$175.3 million. 

 On April 19, 2016, the Independent Directors of 
Stone's Board of Directors named current board 
member David T. Lawrence as a Special Liaison of 
the Independent Directors to work together with 
the management of Stone to help with assessing 
strategic alternatives and restructuring 
alternatives for Stone. 



Demand 
INDUSTRY TRANSPORTATION 



The future of oil 
Yesterday’s fuel 

The world’s thirst for oil could be nearing a peak. That is bad news for producers, excellent for everyone else 
Aug 3rd 2013  

 

http://www.economist.com/


Peak Oil Demand 

RENEWABLE ENERGY ENERGY EFFICIENCY 





ExxonMobil – Outlook for Energy 



ExxonMobil – Outlook for Energy 



Source: U.S. Energy Information Administration 



Price 



The Price of Oil - History 



The Price of Oil - Short Term Outlook 



The perils of forecasting 

Source: Financial Times 14th December 2014 

http://blogs.ft.com/gavyndavies/files/2014/12/ftblog7382.png
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The perils of forecasting 
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Works Both Ways 
  



Works Both Ways 
 EIA Revises Crude Oil Price Forecast Up $6/Barrel 

 By Charles Kennedy 

 May 10, 2016 

 The US Energy Information Administration (EIA) has revised its 
earlier crude oil price forecast, originally issued in April, but now 
expected to be around $40.52 per barrel, up $6 from its April 
estimates of only $34.73 per barrel for the average price of crude in 
2016. 
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WHY SCENARIOS?   
Decision-making in the face of uncertainties 

Current 
Realities 

(mental models) 

Multiple 
Paths 

Alternative 
Future Images 

SCENARIOS 

The Present  The Path       The Future 

FORECAST 



Shell Scenarios - 2060 
  

Mountains - imagines a world where 
government policy significantly 
influences society and largely shapes 
energy and environmental pathways. 
Cleaner-burning natural gas becomes 
the backbone of the energy system, 
mostly replacing coal for power 
generation and seeing wider use in 
transport. 



Shell Scenarios - 2060 
  

Oceans-  envisions a landscape shaped 
by market forces and civil society. Public 
resistance and the slow adoption of 
policies and technology limits the 
development of nuclear power and 
restricts the growth on natural gas. Coal 
remains widely used in power 
generation until mid-century. 
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MOUNTAINS 
TOTAL PRIMARY ENERGY BY SOURCE 
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OCEANS 
TOTAL PRIMARY ENERGY BY SOURCE 
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A REGIONAL CONTRAST: 
TOTAL PRIMARY ENERGY IN OCEANS 
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ExxonMobil – Outlook for Energy 



International Energy Outlook 2016 
 

For 

Center for Strategic and International Studies 

May 11, 2016  |  Washington, DC 

By 

Adam Sieminski, Administrator 



Key findings in the IEO2016 Reference case 

• World energy consumption increases from 549 quadrillion Btu in 
2012 to 629 quadrillion Btu in 2020 and then to 815 quadrillion Btu in 
2040, a 48% increase (1.4%/year). Non-OECD Asia (including China 
and India) account for more than half of the increase. 

• The industrial sector continues to account for the largest share of 
delivered energy consumption; the world industrial sector still 
consumes over half of global delivered energy in 2040. 

• Renewable energy is the world’s fastest-growing energy source, 
increasing by 2.6%/year; nuclear energy grows by 2.3%/year, from 
4% of the global total in 2012 to 6% in 2040. 



Key findings in the IEO2016 Reference case 

• Fossil fuels continue to supply more than three-fourths of world 
energy use in 2040. 

• Among the fossil fuels, natural gas grows the fastest. Coal use 
plateaus in the mid-term as China shifts from energy-intensive 
industries to services and worldwide policies to limit coal use 
intensify. By 2030, natural gas surpasses coal as the world’s second 
largest energy source. 

• In 2012, coal provided 40% of the world’s total net electricity 

generation.  By 2040, coal, natural gas, and renewable energy 

sources provide roughly equal shares (28-29%) of world generation. 
 

 



Navigating the Future in Energy 
 NEAR TERM 

Capex 
 Reduced Investment 

 Increased Divestment Activity 

 

Opex 
 Staff Reductions 

 Contract Management 

 

Cash 
 Dividends 

 Debt 

LONG TERM 

Strategic Capital Investments 

Portfolio Management 

Preserve High Return Human Capital 

Restructuring Industry Cost  

Corporate Finance - Opportunity and Risk 

Management 

 

 


