
12 March 2015 

 

Disclaimer: The information contained in this publication, and in particular the description of individual securities, does not constitute either an offer to buy the products or a solicitation 
to engage in some other transaction. All the information contained in this publication has been carefully selected and originates from sources which the Investment Center of the St.Galler 
Kantonalbank Group considers in principle to be reliable. The opinions or other descriptions presented in this publication are subject to change at any time and without prior warning. 
No guarantee can be given or responsibility assumed regarding the accuracy and completeness of the information. We accept no liability for the correctness of the information. 

Analyst: Daniel Wachter, Tel.: 044 214 33 71, E-mail: daniel.wachter@sgkb.ch 

 
America's pivotal role on the oil market 
 
Ever since the first oil crisis in the 1970s, there has been 
a near-total ban on exporting crude oil from the United 
States. Since then, US crude has been destined for the 
home market. Even without exports, however, America 
plays a pivotal role on the oil market.  
 
Before the oil-shale boom, the USA was producing  
5 million barrels a day and importing 13 million. With 
output up by 80% in recent years, this dependence on 
energy imports has been reduced. Recently, domestic 
production has outstripped imports. America's former 
suppliers have been hardest hit by this trend. This oil 
from West Africa, South America and the Middle East is 
now looking for new customers around the globe. And 
those customers are being offered generous discounts. 
 
Oil-shale boom driving the expansion of US output 
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Rig count buoys up oil price 
Where trends in US oil output are concerned, a lot of 
attention is given to the Baker Hughes "rig count" re-
ports. These are the weekly figures on the number of rigs 
currently producing oil in the USA. Since peaking in 
autumn 2014, the number has fallen by over 40%. In 
fact, the present count of 922 active drilling sites is the 
lowest since 2011. A growing number of observers now 
expect the boom in US oil production to taper off. For 
the first time since the months-old downturn began, oil 
prices are stabilizing.  
  
US oil production holding up well 
The downturn in drilling activity is no guarantee, howev-
er, of an imminent fall-off in oil supplies. Despite the 
declining number of rigs, US output is proving robust. 
One factor is the growing productivity of American oil-
shale producers. Another is the tendency for production 

to focus increasingly on the productive oilfields while less 
productive wells are taken out of service. 
 
Downward trend halted (reference grades in USD per 
barrel) 
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Oil price recovery stalling 
In fundamental terms, little has changed on the interna-
tional crude oil markets since the start of the year. Oil is 
as plentiful as ever. Stockpiles are growing from week to 
week, thus holding back any recovery in the oil price. In 
the near term, any change in this trend would require an 
unexpected interruption of supplies or action by the 
Organization of the Petroleum Exporting Countries 
(OPEC). The latter at least seems unlikely: despite calls of 
help from certain members (such as Nigeria and Vene-
zuela), OPEC cannot bring itself to curtail oil production 
so as to reduce the glut. In the medium term, the an-
nounced investment cutbacks by oil-producing compa-
nies and a revival of demand in major economic regions 
around the world should start making themselves felt. 
That would prevent the prices of WTI and Brent from 
falling back to their January lows.  
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