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Ensuring adequate financing to sustain oil and gas developments
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The Past
Energy equities underperformed in 8 of the 9 years prior to 2022

Sources: S&P, Wellington Management
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The Past
Consistent equity market underperformance drove the energy sector weight to 
the lowest levels in fifty years

Source: S&P, Goldman Sachs
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The Past
The Free Cash Flow yield of the energy industry lagged the broad market
for more than a decade before improving since 2021… but ESG is working

Source: Mizuho
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The Present
The industry has reduced its debt to a more manageable level
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The Present
Improved Free Cash Flows have allowed the energy to reduce their debt and for 
credit rates to converge with the rest of the market

Sources: Bloomberg, Wellington Management, Credit Suisse
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The Present
The equity market is not giving the industry credit for improved returns 
or does not believe in the sustainability of these cash flows

Source: Wellington Management
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Source: Federal Reserve Bank of Dallas

The Present
Cost Inflation and the Economic Outlook are top of mind for producers
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Source: Federal Reserve Bank of Dallas

The Present
High levels of cyclical and structural cost inflation pressure producer margins
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The Present
At the same time, cost inflation is reducing the capital efficiency of this spending

Source: Wellington Management
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The Future
Futures markets continue to discount a lower equilibrium price
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The Future
Investors are confused with which long-term demand forecast to believe
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The Future
Market participants assign a negative value to future energy assets

Sources: Wellington Management, Holt Research

Percent of Market Capitalization Explained by Future Assets




