Does the oil and gas industry remain a good investment? That’s a question any
smart investor should ask.
After all, alternative energy seems to dominate the headlines. Traditional energy giants are expanding into wind and solar. A
perception seems to be emerging that oil and gas has had its day.
But the data tells a very different story. Here are six common oil and gas myths – and the facts that lay those myths to rest:

MYTH: U.S. OIL AND GAS OUTPUT IS IN DECLINE.

FACTS: AMERICA’S PETROLEUM PRODUCTION, EXPORTS AND PRICES HAVE RARELY,
IF EVER, BEEN HIGHER.
U.S. crude oil production was 11.6 million barrels per day (b/d) in February 2022 – slightly below the peak of 13 million b/d in February
2020 but higher than at any point before October 2018. The country exported 8.63 million b/d of petroleum and imported 8.47
million b/d in 2021, making it a net annual exporter for only the second year since 1949. In April 2022 the United States tallied the
highest weekly exports in its history as countries across the globe replaced Russian supplies.
Likewise, Brent crude prices surpassed $116 per barrel in May 2022 – below the peak of nearly $140 in June 2008 but higher than in
just a handful of months over the past 50 years. Producing oil at $116/bbl is a lot more profitable than producing it at $25/bbl, as we
were 20 years ago, or $98/bbl, as we were 10 years ago.
True, the recent production, export and price spikes are part of short-term market developments. But they also reflect long-term
overall growth trends that stretch back years. What’s more, the U.S. oil and gas industry operates some 135 refineries and more than
320 petrochemical facilities that create 3.5 million jobs across all 50 states. That job-sustaining activity adds billions of dollars to the
U.S. economy every year.

MYTH: OIL AND GAS PLAY AN INCREASINGLY SMALLER ROLE IN THE U.S. AND WORLD ECONOMIES.

FACTS: PETROLEUM PRODUCTS ARE AN INTEGRAL PART OF OUR LIVES AND WELLBEING.

We all know how central oil and gas is to transportation, housing and other fundamental drivers of both the economy and our daily
lives. But many Americans are surprised to learn just where petroleum products show up throughout their day. From lawn fertilizer
to laundry detergent, from yoga pants to stretch jeans, from smartphones to fitness trackers, from heart valves to hip implants – the
innovations that enable the lifestyles and healthcare Americans rely on are all built on petrochemicals.
As long as Americans continue to eat, wear clothing, use transportation, heat and cool their homes, and consume healthcare, oil and
gas will remain a powerful economic driver. Other investment opportunities will come and go, but the oil and gas industry will remain
a solid, long-term bet, just as it has been for many years.

MYTH: ALL THE INVESTMENT DOLLARS ARE FLOWING INTO BUILDING OUT ALTERNATIVE-ENERGY INFRASTRUCTURE.

FACTS: THE ENTIRE ENERGY INDUSTRY – AND MOST NATIONAL ECONOMIES – IS
BUILT AROUND THE STABLE, FAR-REACHING OIL AND GAS INFRASTRUCTURE THAT
ALREADY EXISTS TODAY.
Politicians appealing to specific constituencies and mass media that doesn’t necessarily understand the details of the energy industry
might create the impression that America is in a transition phase away from fossil fuels. But the facts paint a different picture.
There are five key energy sectors: power generation, residential, commercial, industrial, and transportation – including road, rail, air
and marine. Oil and gas will remain the bedrock of all these sectors for decades to come.

MYTH: ELECTRIC VEHICLES (EVS) WILL SOON REPLACE GASOLINE-POWERED CARS AND TRUCKS.

FACTS: SHIFTS IN ENERGY SOURCES FOR TRANSPORTATION WILL OCCUR
OVER A GENERATION.
The average age of cars on U.S. roads was 12.1 years in 2021, reports IHS Markit. Although EVs in operation are approaching 1 million,
that’s a small fraction of the total 279 million vehicles currently in operation, according to the same report.
And while U.S. drivers bought 14 million new cars in 2020, they purchased 39.3 million used vehicles. In other words, 74% of car sales
are used vehicles – the vast majority of which are powered by gasoline engines. That means gasoline will be fueling our cars and
trucks for a long time to come.
Likewise, there are more than 145,000 gas stations in the United States, while there are only 46,000 public EV charging stations. But
those numbers alone don’t tell the whole story. Each station provides multiple pumps or ports – and there are far more gas pumps
than charging ports. What’s more, those charging ports are mostly concentrated in just a few states, such as California. In other
words, the gasoline infrastructure is entrenched, and that won’t change anytime soon.

MYTH: ALTERNATIVE ENERGY WILL SOON REPLACE OIL AND NATURAL GAS FOR POWER GENERATION.

FACTS: UTILITIES AND OTHER POWER GENERATORS INVEST IN POWER PLANTS
OVER PERIODS OF DECADES, NOT YEARS.
There are more than 11,000 utility-scale power plants in the United States. About 3,400 are powered by fossil fuels such as oil or
natural gas. The average lifespan of a gas-fired power plant is 38 years. And over the next three years, 27.3 gigawatts of new gas-fired
capacity is scheduled to come online in the United States, a 6% increase. With the average size of a new gas-fired power plant around
820 MW, that’s about 33 new plants – most of which will still be operating in 2060.
Of course, some utilities operate power plants fired by multiple energy sources – such as coal, natural gas and nuclear – and shift
among them to balance peak loads or as prices for various energy sources rise and fall. But even in regions that are beginning to use
more alternative energy such as wind and solar, gas-fired generation will remain fundamental – especially when the wind isn’t blowing
or the sun isn’t shining.

MYTH: THE SAFE MONEY IS IN PRIMARY OIL PRODUCTION BY TRADITIONAL ENERGY GIANTS.

FACTS: SECONDARY OIL RECOVERY OFFERS A HIGHLY ATTRACTIVE RISK-TO-REWARD RATIO.
The oil giants invest huge sums in exploration, identifying geologic formations where they believe oil is likely to be found. They then
invest similar sums building out the infrastructure to produce those fields. Those undertakings involve tremendous risk that the fields
won’t produce the expected oil.
Then, because of their scale and operating models, these primary producers leave vast amounts of oil in the ground – in many
reservoirs, as much as three barrels for every one barrel produced. That’s where secondary producers step in. Secondary recovery
involves much lower risk, because production is achieved where oil is already known to exist and infrastructure is already in place,
using methodologies that have proved effective over decades.
Dispelling the myths and recognizing the facts, the oil and gas industry remains a highly attractive investment. Based on current
market conditions, supply and demand, government regulations and policies, and tax advantages, we believe risk should remain low
and prices should remain high for the foreseeable future. Smart investors will certainly want to consider secondary domestic oil
production as part of their investment portfolio.
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