
PLANO Meeting

Effects of the Trump presidency on the US Oil Patch

Eric N. Smith

Associate Director

Tulane Energy Institute

2-23-17



Policy Changes
• After 8 years, the advent of a hydrocarbon friendly administration

• US petrochemical production, investment and exports are increasing and 
will continue to increase due to cost advantaged NGLs.

• With plentiful supplies, the US is becoming a formidable exporter of light 
sweet crude, medium sour crude, LNG, refined products, NGLs/Olefins and 
bulk plastics.

• Cheap domestic energy and feed stocks should translate into more plentiful 
downstream domestic manufacturing jobs.

• Additional infrastructure spending is bi-partisan and can accelerate the 
process, providing near term employment. (River dredging and IHNC)

• Expect more pipelines connecting population centers to shale based energy 
centers.

• Expect more CCGT power generation.

• Trade policy: globalization will wane as protectionism waxes. Back to Bi-
lateral trade agreements.

• Tax policy will probably be disappointing because of inertia as well as 
known and unknown ripple effects.



Exploration and Production 



Baker Hughes Rig Count 2-17-17

• US Rig Count = 751 rigs, an increase of 10 in the last week. A year ago 
514 rigs were working. Total 2017 US wells  should jump 26.8% to 
18,552 from 14,631 in 2016.

• GOM Offshore Rig count was 17 down 8 from the same week of 2016 
or down 33 from the same week of 2015. The last time La. was this 
low was in August, 2010.

• La. Lost 3 rigs, but should see a 31% increase with the state overall 
increasing 12.8% to 123 from 109 in 2016. 





We’re not looking and we’re not discovering!

• The world added 190 bn BOE in the last 10 years

• But, only 174 discoveries in 2016 vs. 400-500/year until 2013

• Low discovery level => less conventional and more shale drilling and production.

• Deepwater offshore wells cost $150 mm whereas onshore shale oil wells cost $4-
10 mm. There’s no discovery risk and easier access to infrastructure. As for 
execution risk, practice makes perfect!

• World wide, exploration expenditures dropped from $100 bn in 2014 to $40 bn in 
2016.

• Discoveries hit a six  decade low in 2015 and then dropped again in 2016 to ~8.2 
billion bbl. 

• The world’s two largest discoveries in 2016 were both in the US, Smith Bay (up to 
4 bn bbl) and the Willow discovery (300 mm bbl) , both in Alaska. Other 
discoveries included Senegal and Angola. Zohr, offshore Egypt, was in 2015.
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Natural Gas Pipelines



Existing North American 
Crude Oil Pipelines



There are approximately 95,000 miles nationwide of refined products pipelines. These refined product pipelines vary in size from 

relatively small 8 to 12 inch diameter lines up to 42 inches in diameter. The major pipelines for the Atlantic Seaboard are the 

Plantation Pipeline, which ends south of Washington, DC and the Colonial Pipeline which supplies product to the entire 

seaboard, ending in Linden, NJ. 





Pipeline IssuesPipeline IssuesPipeline IssuesPipeline Issues

• Canadian Heavy Crude Imports to Gulf Coast via Keystone 
XL doesn’t solve Louisiana’s Venezuelan problem

• Domestic Shale Oil “Imports” to Louisiana for use and 
export wia Dakota Access and Bayou Bridge pipelines

• Gas pipelines face stasis at FERC until commission quorum 
re-established

• Liquids pipelines have no federal access to eminent 
domain

• “Buy American” impact unknown



Refining and Petrochemicals
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U.S. Refinery Capacity and Complexity varies by Region

57.8% of US Coking capacity

21.5% of US Coking capacity



Imports and Exports
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Refinery Exports
• US domestic refinery shipments peaked in 2005 with ~1 mm bbl./day of exports.

• 2014 US export shipments (2.8 mm bbl./day) to Western Hemisphere clients 
were at 25% or requirements vs 10% in 2005, an increase of almost 2 mm 
bbl/day. Argentina, Brazil, Canada, Chile, Columbia, Costa Rica, the Dominican 
Republic, Ecuador, Guatemala, Honduras, Mexico, Panama, Peru and Venezuela 
all received record or near record shipments from the US in 2014.

• Brazil imports quadrupled to 215,000 bbl./day since 2009, Canada more than 
doubled to 478,000 bbl/day and Mexico was up 70% to 555,000 bbl./day.

• Total international shipments are now at ~4 mm bbl./day vs. 1 mm bbl./day in 
2005. Other recipients include France, Nigeria, China, South Korea, Australia and 
Lebanon

• The last time refined exports soared this high was in 1945, at the end of WWII.









Overall, Crude Oil Imports have Declined 



Light, Sweet Crude Oil Imports have Declined Significantly 



Heavy Crude Oil Imports Have Increased



=> Heavy Sour Crude for Complex Refineries





Petrochemicals









For all of 2015, propane exports averaged 616,000 barrels a day, up 46 percent 

from the record set in 2014 and more than five times the 2010 level. U.S. LPG 

exports, which are mostly butane and propane, move all over the globe. Mexico 

was the top consumer in December, bringing in 21 percent of total shipments. 

China and Japan combined to take 25 percent.











Shell cracker plant in Beaver County, PA  to provide 600 jobs 



Formosa Plastics Group is seeking permission from the state of Louisiana to invest 

$9.4 billion to build petrochemical plants. The Taiwanese chemicals producer is 

waiting for the U.S. state’s authorization for construction of the facilities in St. 

James, according to Lin Keh-Yen, executive vice president of Formosa 

Petrochemical Corp. 

The group also plans another $5 billion investment to expand production lines in 

Texas, Formosa Plastics Corp. Chairman Jason Lin said by phone. “Seeking a 

permit solidifies that Formosa wants to do the project,” said Tony Potter, a vice 

president at IHS in Singapore. “Ethane prices will remain relatively low. Because of 

the lower cost, you have a situation where the U.S. ethane based production will 

be able to deliver polymer products into places like China cheaper than they can 

be made from naphtha in China and the surrounding countries like Taiwan, Japan, 

Korea, Thailand, Singapore.”
Bloomberg 2-20-17





In Houston, the 

Enterprise Products 

terminal will be 

able to export 

200,000 bbl/d of 

ethane. Asked why 

the project makes 

sense, one 

commentator says: 

“One word: shale.” 







The contest will be between the ability of U.S. Downstream processors to handle 

all of the raw ethane and propane being produced. 

Even if all of the new steam crackers are built, that merely moves the chokepoint 

down stream to the polymerization level.

1) Ethane will be sourced along the Gulf Coast and in the Marcellus and Utica 

shale plays. The bulk of existing steam crackers (~31) and polymerization 

capacity is along the Gulf Coast.

2) Therefore, we expect the bulk of new cracker capacity to be installed there. 

New capacity will also be seen in the northeast. Perhaps one of the three 

proposed Northeast crackers will be built which will double the census.

3) Beyond domestic consumption, ethane, ethylene, propane and propylene, and 

bulk polymer chips will all be exported from the US.



LNG Exports







LNG





Power



CCGT Generation





Nuclear



Different Regions of the Country Use Different Fuel Mixes 
for power generation
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The latest casualty - Diablo Canyon in California



Entergy Corp. plans to shut down the Palisades nuclear power plant in Michigan in 2018. Marvin Fertel, president 

and CEO at the Nuclear Energy Institute, touted Palisades' role in providing "emissions-free" power and jobs while 

helping to stabilize the grid and acting as a hedge against fuel supply interruptions. But the market does not value 

the plant for providing any of those benefits," Fertel said in a statement. "Nuclear plants are operated by 

corporations, with an eye on the bottom line. What is not paid for does not endure."

Photo courtesy of Entergy.



Vermont Yankee Nuclear Power Plant

On August 28, 2013, Entergy announced that due to economic factors, 

notably the lower cost of electricity provided by competing natural gas-

fired power plants, it would cease operations and schedule the plant's 

decommissioning in the fourth quarter of 2014. Vermont Yankee was 



Vermont Yankee 
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Pros/Cons:  Nuclear
Pros:

• Domestically abundant fuel

• Relatively low fuel cost

• Zero CO2 emissions

• SMRs (units of <300 mw) provide for lower capex

• Avoids the addition of new CCGT plants with increased CO2 emissions

Cons:

• Very high capital cost

• Currently can’t compete with natural gas fueled units

• Spent fuel disposal/storage issues

• Non-standardized fleet

• Burdensome Regulations

• Base load only; not economically dispatchable

• Eminent need for subsidies to avoid premature shutdown
72



High Voltage  transmission
A network of cable transporting electrical energy from generating units 

to distribution stations and transmission customers.  



Transmission grid is a massive  interconnected network



Transmission: From Point A to B

Transmission allows delivery of electricity, often 
generated hundreds of miles from generation stations 
to end users.

Significant rivalry amongst, State Utility Commissions, 
Independent System Operators and FERC in regulating 
Interstate power transmission.

Increasing intermittent sources (wind and solar) has 
complicated things.
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Taxes



Tax Policy
• Beware of ripple effects! Existing tax code has been flawed and inefficient 

for a very long time, because it is difficult to modify. People have optimized 
around it.

• A century ago lawmakers focused on taxing profits regardless of where 
earned. They still want to ignore location. They should have focused on 
taxing revenue and expenses where they occur, but they didn’t.

• Welcome to the BAT or the Border Adjustment Tax, a proposed import 
tariff similar to the one that caused the advent of OPEC in 1960.

• Obvious side effects include changes in currency values, making exports 
more difficult, not only for the US, but also increasing the international cost 
of raw materials denominated in dollars, like oil.

• Protective tariffs also allow for opportunistic increases in the cost of locally 
manufactured products paid for by US consumers, like gasoline, diesel, and 
jet fuel. That was a major cause of the depression, not to mention the US 
Civil War.

• Also, let’s not forget the impact on non-energy products, like tourism and 
education, two large US service “exports”.
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