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Cautionary Statement 
The following presentation includes forward-looking statements. These statements relate to future events, such as 
anticipated revenues, earnings, business strategies, competitive position or other aspects of our operations, operating 
results or the industries or markets in which we operate or participate in general. Actual outcomes and results may differ 
materially from what is expressed or forecast in such forward-looking statements. These statements are not guarantees of 
future performance and involve certain risks, uncertainties and assumptions that may prove to be incorrect and are difficult 
to predict such as oil and gas prices; operational hazards and drilling risks; potential failure to achieve, and potential delays in 
achieving expected reserves or production levels from existing and future oil and gas development projects; unsuccessful 
exploratory activities; unexpected cost increases or technical difficulties in constructing, maintaining or modifying company 
facilities; international monetary conditions and exchange controls; potential liability for remedial actions under existing or 
future environmental regulations or from pending or future litigation; limited access to capital or significantly higher cost of 
capital related to illiquidity or uncertainty in the domestic or international financial markets; general domestic and 
international economic and political conditions, as well as changes in tax, environmental and other laws applicable to 
ConocoPhillips’ business and other economic, business, competitive and/or regulatory factors affecting ConocoPhillips’ 
business generally as set forth in ConocoPhillips’ filings with the Securities and Exchange Commission (SEC). We caution you 
not to place undue reliance on our forward-looking statements, which are only as of the date of this presentation or as 
otherwise indicated, and we expressly disclaim any responsibility for updating such information. 
 
Use of non-GAAP financial information – This presentation may include non-GAAP financial measures, which help facilitate 
comparison of company operating performance across periods and with peer companies. Any non-GAAP measures included 
herein will be accompanied by a reconciliation to the nearest corresponding GAAP measure on our website at 
www.conocophillips.com/nongaap. 
 
Cautionary Note to U.S. Investors – The SEC permits oil and gas companies, in their filings with the SEC, to disclose only 
proved, probable and possible reserves. We use the term "resource" in this presentation that the SEC’s guidelines prohibit us 
from including in filings with the SEC. U.S. investors are urged to consider closely the oil and gas disclosures in our Form 10-K 
and other reports and filings with the SEC. Copies are available from the SEC and from the ConocoPhillips website. 
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Ready, Fire, Aim! 



Bonehead Predictions 

• "[The telephone] is a great invention but who would want to use it?“ -- U.S 
President Rutherford Hayes (1872) 

• "There is no reason anyone would want a computer in their home." -- 
Founder of Digital Equipment Corporation (1977) 

• "Everyone acquainted with the subject will recognize [the light bulb] as a 
conspicuous failure." -- Chairman of the American Lighthouse Board (1880) 

• "Fooling around with alternating current is just a waste of time. Nobody will 
use it, ever." -- Thomas Edison (1889) 

• "The wireless music box has no imaginable commercial value." -- internal 
memo to the President of RCA (1921) 

• "Who the h*** wants to hear actors talk?" -- one of the Warner Brothers 
(1927) 

• "Flight by machines heavier than air is unpractical and insignificant." -- 
Canadian astronomer (1902) 

• "Television won't last because people will soon get tired of staring at a 
plywood box every night." -- Producer for 20th Century Fox (1946) 

• "We don't think we'd do well in the cell phone business." -- Steve Jobs (2003) 
• "But what is this [microchip] good for?" -- IBM Engineer (1968) 
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Mathematics 
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Some Quick Word Problems About Money 

• To find a woman you need time and money. Therefore: 
𝑊𝑜𝑚𝑎𝑛 = 𝑇𝑖𝑚𝑒 𝑡  𝑥 𝑀𝑜𝑛𝑒𝑦 

• “Time is Money”, so… 
𝑇𝑖𝑚𝑒 = 𝑀𝑜𝑛𝑒𝑦 

• Substituting 
𝑊𝑜𝑚𝑎𝑛 = 𝑀𝑜𝑛𝑒𝑦 𝑥 𝑀𝑜𝑛𝑒𝑦 

 

𝑊𝑜𝑚𝑎𝑛 = (𝑀𝑜𝑛𝑒𝑦)2 

• “Money is the Root of all problems.” (paraphrase) 
 

𝑀𝑜𝑛𝑒𝑦 =  𝑃𝑟𝑜𝑏𝑙𝑒𝑚𝑠 

• Substituting  

𝑊𝑜𝑚𝑎𝑛 = ( 𝑃𝑟𝑜𝑏𝑙𝑒𝑚𝑠)2 

• Ergo 

𝑊𝑜𝑚𝑎𝑛 = 𝑃𝑟𝑜𝑏𝑙𝑒𝑚𝑠 
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Outline 

• Economic underpinnings of global oil price weakness 
• Weak global economic and energy demand growth 

• Global oil supply growth outpacing demand, causing present oil price 
weakness 

• Global gas 
• Weak N.A. and Europe natural gas markets 

• Ample N.A. shale supplies available below $5/MMBtu prices 

• Weak natural gas demand in Europe 

• Europe & Asia: Pipeline and LNG supply competition 

• Lower oil prices reducing LNG contract prices 

• Environmental, cost and tax pressures 

• Local Changes To Supply/Demand Equilibrium 

• What happens next…? 
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Wisdom 

•A recession is many someone’s 
lose their jobs.  

•A depression is when you lose 
your job. 

 



The Year In Review…What Was 2014 

• By 2014 the original plan was to be two years into LNG deliveries…30,000 
mt/y 

• 2014 was a hard year for portfolio management. 86% of mutual funds 
managers underperformed the S&P 500.  

• The US dollar continued to gain momentum throughout the year. 

• Four significant market drops preceded the oil decline in late November.  

• Each time we fill up, we pay less at the pump. Companies who depend upon 
transportation are enjoying a small respite from fuel costs.  

• Firms with lowering energy costs will see lower production costs soon, as 
well. 

• Much of your portfolio has been ‘rebalanced’ away from energy to preferred 
stock and transportation. As happened in 2000 and 2008, we await the 
passing of the storm.  

• These lower costs usually translate into  
• Higher share prices 

• Higher employment 

• Better tax revenues.  
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  What Happened? 

 Where We Are In The Supply/Demand Equilibrium 

  The Fundamental Factors 

 The Non-Fundamental Factors 

 Approaches To Stability: From Supply Management To Risk 
Management  

 What’s Next? 

The Basics…How We View the Riskier Parts of 
Commercial Commodity Price Management 

Volatility……………. 
A plentiful source of energy...just when we needed 
it...who'd have thought?  
With geopolitical stress increasing to extremes, it's a 
good thing the US did develop shale resources when we 
did. Just think where we'd be if we had continued down 
the path as it was in 2007.  
We'll stare at that picture, what energy demand looks like 
going forward, and where one might pay attention to 
benefit. I know where I'll be focusing my time and 
attention and we'll talk about all the hot spots in the 
world...if we have time. 



Energy Highlights 

• Energy Highlights 

• February 13, 2014 

• The trade picture continues to brighten (or grow less dim) as crude imports drop. Petroleum products 
imports fell by 11% in 2014, while exports increased by a similar 11%. This helped to narrow the trade deficit 
by nearly $39B for December. The Shale Revolution is the reason. The nation produces 89% of its energy 
needs today, up from just 48% a decade ago. 

• The Eagle Ford has grown at an amazing rate last year. Production of crude increased to 677,407 bbls/d, 
compared to just 15,149 in 2010.  

• Emerging markets have been in the news since the start of the year.  
• Their troubles remain significant, not least of which is their crude E&P challenges.  

• Outside the U S, virtually all petroleum deposits are owned by the state.  

• Results in vertical integration of exploration and production with the follow on of higher cost.  

• Petrobras , Venezuela, Russia, Nigeria, China, the entire Middle East – all have opaque accounting and regulatory guidelines. 

• Tank car safety is on everyone’s agenda today.  
• Greenbrier, the 2nd largest manufacturer of tank cars is offering to retrofit older crude tank cars at a cost of $15,000 – $80,000 per unit.  

• The industry is suggesting these modifications will take 10 years.  

• The shale gas and oil boom is encouraging to our friends in the barge business in Paducah, Kentucky. Monthly 
shipments of crude have skyrocketed to 3.8M bbls in November, a 13-fold increase since 2010.  

• Oceangoing barges are carrying crude from the Eagle Ford to Gulf Coast refineries until pipelines are adequate for the volume.  

• Refined products are moving along the ICW from the Gulf to New Jersey and beyond. 

• The Europeans have increased their use of coal and wood for electricity.  
• They continue to shut down natural gas production.  

• Nederland is closing down their largest field in Europe over the next decade.  

• The climate change leadership has ordained that burning dead trees is better than natural gas.  
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More Energy Highlights – “Good News” 

• The US produces 89% of its energy needs today, up from just 48% a decade ago. –  

• In 2008, rail carried less than 5 million barrels; in 2013 they carried 280 million barrels. – 

• New tank car backorders are 2½ years in arrears. The fleet of 330,000 tank cars is growing; yet 1/4 of 
existing cars (92,000) need to be replaced. – 

• The annual Index of Economic Freedom has been released. For the first time in 20 years, the U.S. is not 
in the top 10 nations. –  

• Natural gas provides the nation with 27% of its electricity, while coal comes in at 39% and nuclear at 
19%. Hydroelectric stands at 8% and alternatives at 7% (a new high). – 

• Wholesale U.S. gasoline prices dropped 50% from a year ago: $1.50/gallon. Diesel prices have dropped 
almost exactly the same amount. Both have climbed back to just under $2/gallon. 

• Natural gas fuels are beginning to replace gasoline in commercial transportation. In 2014, more than a 
dozen new models hit the market. UPS is investing $50M in nine new natural gas fueling depots for its 
ever-expanding tracker trailer fleet  of natural gas vehicles. 

• The EIA announced last week that the U S has for the first time since 1995 produced more crude than 
it imported. This trend will continue. By 2022 it’s possible that we will only be importing from Canada 
and Mexico. The U.S. is now the world’s largest oil producer, now exceeding Saudi Arabia, having 
passed Russia several months ago. We are producing 12.4MM bbl/day of oil and liquids. 

• The US is now the largest hydrocarbon producer on the planet, with the 2nd largest known reserves. 

• Drilling costs have declined by 14% since 2007. Time to drill is down by 62%. Lateral lengths have 
increased by 82%. Capital recovery for a $5M well is less than a year. 

• $12B has been raised in the IPO marketplace this year for energy companies, a new record according 
to the Wall Street Journal today. 
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Price: How Did We Get to Current Levels? 
• Supply is strong – Shale gas – the ‘game changer’ - only 

concern is environmental/water – gas still the most 
‘friendly’ 

• Demand is slowly increasing from recession lows– BUT, steady 
cold weather in US this winter has not caused a big ‘run up’ in 
prices 

• Biggest Demand coming from electricity generation 

• Rig count…dropping faster than at any other time in history… 
• What does that mean? 

• Oil at $55-$65/barrel - $15/MMBtu higher than natural gas at 
current level 

• Gas forecasters are calling for an average NYMEX price for 2015 
between $2.25 and $4.50 per MMBtu 

 

 

The Present 



Global GDP Outlook 
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Source: EIA International Energy Outlook 2011 

A soft patch ahead? 
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European Debt Outlook 
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How much debt can be supported? 



Dow Jones Industrials 
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Q Ratio 

• Currently, if you sold every share of every company in the U.S. and 
used the proceeds to buy up all of the physical assets…the factories, 
machines, and inventory…you’d have some cash left over. 

• James Tobin – Yale University, Nobel Prize Laureate 

• Tobin’s Q…Equities in the U.S. are valued about 10% above their cost 
of their underlying asset replacement. 

• The current equity bull market is the second longest in 60 years. 

• By reliable measures we’re looking at a stock market that’s about 80% 
over-priced. 

• Of course, the Tobin Q would have kept you out of a market that’s 
added $17 trillion to share values. 

• Tobin Q also assumes an economy that has disconnected itself from 
relieance on manufacturing…or at least it’s not like it used to be. 
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Global Energy Needs 

• U.S = 100 Q-BTUs  
85% FF, 8% Nuclear, 7% Renewables 

• World = 500 Quads 
20% U.S., 17% China (2x), 16% Europe 

• 2030….600 Quads!!! 

 

• U.S. Oil Imports….$1,000,000/min!!! 

• For 50 years… 

     Oil and OPEC still the major market. 
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Current U.S. Rig Count Picture – WoW & Deviation From High 



Crude Oil Summary 

22 Source: Bloomberg/US Department of Energy 

NYMEX WTI Monthly Out of 1983 

Total US Crude Oil Production 

Total Global Crude Oil Production 

• With demand at 93.6 MMbpd, the oversupply drove 
prices to new five-year lows for global crude oil 
prices. 

• Declining revenues prompted CAPEX reduction by 
producers. 

• Signposts for next steps? 
• How low will prices go? 
• How long will they stay there? 
• Is this a U, V, W, or L shaped recovery? 
• Factors that effect the above… 

95.66 MMbpd 

9.531 MMbpd 

185 MMbbls 

55 MMbbls 
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Slope in 2015 
47.7 

Slope in 2008 
29.6 

 Rig Count has fallen due to drop in 
CAPEX. Supply/Demand balance 
eventually will respond. 

 To start to “look into the future”, use a 
10% Global Decline Rate 
 Global Production 94 MMbpd 
 That’s 9 MMbpd 
 In Less Than A Year…85 

MMbpd…unchecked? 
 It’s doubtful, but dynamic, at least. 

 
Source: Baker Hughes 

Prior to the start of 2015 price declines, 
shale and horizontal drilling overtook 
conventional production methodology. 



Crude Inventories Are Still High 



Global Oil Supply and Demand Balance Through 2016 

• Non-OPEC supply outpacing 
global oil demand growth 
through 2015. 

• Improved economic growth 
and slower non-OPEC 
production growth restore the 
balance in 2016. 

• If OPEC fails to cut production 
in the face of reduced crude 
demand, oil prices will likely 
remain weak through 2015. 

• The large inventory build in 
2015 could extend the period 
of price weakness into 2016. 
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Bearish indicators for oil prices persist through 2015. 

Source: IEA 12/14 Monthly & Medium Term, U.S. includes NGLs 



OPEC Spare Capacity Available 

27

29

31

33

35

37

39

41

 -  0.5  1.0  1.5  2.0  2.5  3.0

W
e
ig

h
te

d
 A

v
e
ra

g
e
 A

P
I 

Weighted Average Sulfur Content (%) 

Current Output and Spare Capacity 

Sweet Sour 

Heavy 

Light 

OPEC has enough spare capacity to meet the loss of most other 

Middle East producers, though with relatively sour barrels 

Saudi Arabia: Production 9,100 mb/d, 

spare capacity 3,400 mb/d  

Kuwait: Production 2,430 mb/d, 

spare capacity 200 mb/d 

Qatar: Production 820 mb/d, spare 

capacity 150 mb/d  

UAE: Production 2,500 mb/d, spare 

capacity 230 mb/d  

Algeria: Production 1,460 mb/d, 

spare capacity 0 mb/d  

Libya: Lost 

production 

1,350 mb/d 

Yemen: Production 220 mb/d, spare 
capacity 0 mb/d  

Oman: Production 800 
mb/d, spare capacity 0 

mb/d  Iran: Production 3,690 mb/d, spare 
capacity 0 mb/d  

Syria: Production 340 mb/d, spare 
capacity 0 mb/d  

Solid bubbles = Available spare capacity   

Circles = Production 

Source: PFC Energy 



Railroads Haul Most Bakken Oil Shipments, Yet Share Is Shrinking 
 Crude-By-Rail Shipments From PADD 4 Dropped in March 

Crude-By-Rail Shipments From 
PADD 2 Sees Smaller Dip 



Current and Planned Refinery Outages 





Airspeed, altitude, and brains. 

 Two of these are always necessary to successfully complete the 

mission… 

F-18 Hornet Carrier Take-off 



Shale Gas will Continue to Lead North American Production Growth 
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Source: Wood Mackenzie Fall 2014  Marcellus shale growth dominates supply  

Potential Change In Production From Rig 
Velocity Will Drive Future Price Moves 

Source: Wood Mackenzie/ US Department of Energy 

Demand Growing Due To Industrial 
Growth and Power Generation 

Pipeline Capacity out of Northeast 
and US Market Growth 



North American Production and Storage 
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Looking For A Production 
Trend-Change 

Source: Wood Mackenzie/ US Department of Energy/Baker Hughes 

4,100 Bcf 

1,461 Bcf 

…despite fewer rigs. 

3,611 Bcf 



North American Natural Gas Outlook 
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Sharper drop in 2015 prices due to warm December weather 
Longer term drop due to robust Marcellus/Utica and Haynesville production growth 

Source: Wood Mackenzie 



Future Natural Gas Price Volatility Dependent Upon Winter 

34 Source: NWS/EIA 

December, 2014 – March, 2015 November, 2014 – March, 2015 
Just the Raw Departures from Normal, in °F January, 2015 – March, 2015…The High HDD Months 

Standardized Four-Sigma Temperature Departure Reference 
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Electromagnetic Dampening Could Suggest Colder Winter Pattern 

• In the midst of weakest electromagnetic maxima 
since Solar Cycle #14 (1902-1913) 

 

Source: NOAA/National Weather Service Long-Range Forecast 





Average Temperature 
Anomaly CONUS 

May - July 



  



This Month  

  Last Month 

 

 



Summer 2014 Full 
Season Temperature 

Departures 

My Temperature Departures for Summer 2015 



Summer Outlook and Signposts - Potentially The Biggest "SURPRISES"… 
  
Uncanny & Historic early heat.....primarily for the Mid-Atlantic and Northeast. 
  
Southeast and South-Central will follow-on once June rains cease. 
  
Spiraling once-a-century drought for many parts of West/Southwest....will lead to the "perfect storm" of issues: 
  
Agricultural production shortfall – Inland California 
Forest/Brush Wild Fires 
Drought inspired heat & Santa Ana events 
Potential power crisis if LA Basin enters feedback loop with warm offshore air 
Water rationing 
  
According to my climate scientists at Columbia University, it would take three seasons to move the “boulder” out of the atmospheric stream flow. 
That’s three seasons as in summer, autumn, and winter…if we started now…which isn’t happening. Hints that we’ll see a massive impact from El 
Niño and the associated Pineapple Express bringing rain to California is very unlikely, but we’ll see it in the forecasts. (See CWG…they seem to be the 
most influenced.) 
  
Most of the anomalous potential is set to start showing up in June.  
  
Anecdotal 
  
Boston and New York’s first day above 70° was a month late, based on historic data, and the temperature that first day went to 85°. The Northeast 
spring transition is nonexistent.  
  
  
FYI - The recent rain in Texas lakes estimates from the National Weather Service indicate the first four months of this year have been the 5th wettest 
since 1895 and the wettest since 1997. So far this year the state has gotten 11.5” of precipitation…as I write, or about 160% of the normal 7.1”. March 
and April each provided 200% of the state's normal rainfall.  Lake Travis & Lake Buchanan, near Austin, TX, even after all the recent rain, are still down 
47.5 ft. The rain did show, though, because the 30-day change in level near Austin is +4.6 ft.  



Loop 
Current 

Sargasso Sea  
  
Loop Current 

Sargasso 
Sea 



Northwest CONUS…DRY! 



Demand 

44 Source: National Weather Service/US EIA 



Electric Generation – Additions/Retirements 
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“International Shale Gas Resource is Vast” 

EIA: World Shale Gas Resources  

Source: EIA 

Over 6.5 times U.S. reserves in countries that are  
either LNG importers or could become exporters 



CNG Vehicles (Back to the Future?) 
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Electric Capacity Changes in 2015 

48 

• In 2015, electric generating companies expect to add more than 20 gigawatts (GW) of utility-
scale generating capacity to the power grid.  

• Dominated by wind (9.8 GW), natural gas (6.3 GW), and solar (2.2 GW), which combine to make 
up 91% of total additions. 

• Natural gas combined-cycle generators having utilization factors three to five times those of 
wind and solar generators, capacity measures alone do not directly show how much generation 
is actually provided by new capacity of each type.  

• Nearly 16 GW of generating capacity is expected to retire in 2015, 81% of which (12.9 GW) is 
coal-fired generation. 

Source: US EIA 



Hydraulic Fracturing 

“Hearing was ‘ban 
fracking now! Vs. ‘drill, 
baby, drill!’” 

Big U.S. oil companies 
face growing concern on 
fracking. 

UK Panel:  No water risk 
from fracking. 

O’Malley’s [MD governor] 
executive order that halts 
fracking seen as political 
maneuver. 

Fracking poses environmental 
and public health challenges for 
Texas. 

Disclose chemicals used in 
fracking. 

U.S. panel to report on natgas 
drilling safety by mid-August. 

States aren’t backing fracking.  
Morgantown passes fracking 
ban. 
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Potential for Fuel-Switching from Coal to Natural Gas* In Existing U.S. Power Plants** 

42% 
util. 

(2007) 

85% 
util. 

Power Generation 
(Million MWh) 

75% 
util. 

(2014) 

51% 
util. 

* Combined cycle only 

**Maximum potential - limited by transmission grid, gas pipeline & storage capacity, flexibility of power system operators, proximity of gas to coal plants, etc. 

Source: U.S. Congressional Research Service, “Displacing Coal with Generation from Existing Natural Gas-Fired Power Plants,” January, 2014 

32% 

253.6 

635.7 

CO2 Emissions  
(MM MT) 

Coal-to-gas fuel-switching in existing power plants can reduce CO2 emissions 
relatively quickly 
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Cost of CO2 Avoided From Switching Away from Existing Coal-Fired Power 
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Chart represents the cost of CO2 avoided by switching from existing coal power to selected source 

Source: DOE Cost estimates AEO 2014 

Natural gas is the least expensive fuel source for reducing emissions  
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Will Renewable Power Lower CO2  Emissions? 
Impact of Intermittency 

Heat rates:  Existing coal – 11,000 btu/kwh; SCNG – 10,930 btu/kwh; CCNG – 7,100 btu/kwh 

Source: COP 

 

Capex 
($2010 / KW) 

CO2 Emissions 
(Pounds / MWh) 

Wind 

Wind backed up by coal or single cycle gas could have higher CO2 

emissions than running a combined cycle gas plant by itself 
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An Eagle, Two Birdies, and a Duck… 
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Future Economic Development 
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Pipeline Capacity out of Northeast 
and US Market Growth 

Source: Wood Mackenzie/EIA 

Drivers Of Future Price Volatility 
 
• Reduced Associated Gas Growth 
• Reduced Rich-Gas Volumes 
• Delays in Gas-Intensive Projects 
• Slower Long-Term LNG Builds 
• Faster Northeast Production 

Growth 
• Delays in Pipeline Expansions 

and New-Builds 

Drivers Of Future Price Volatility 
• Currently, regional production of natural gas, 

outside of the Northeast, are below previous 
peaks. 

• Justification of pipeline expansion, by basis 
spreads, is lacking…outside the Northeast. 

• Production growth for natural gas favored only in 
Northeast through 2018. 



Oil & Gas Has Spurred Growth in the Broader U.S. Economy 
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• Energy production prevented U.S. downturn from worsening, 
and spurred recovery from 2010. 

• Recent response to price could shift employment to private 
sector. 

• Future return to pre-2015 employment in energy will depend 
upon ROI of resource recovery plays. 

Source: U.S. Bureau of Labor Statistics (Total Private Sector Jobs, NAICS 211000 and 213112).  

Source: U.S. Bureau of Labor Statistics.  

• US Economy grew 3.9% quarter-on-
quarter, but faced headwinds starting 
2015. 

• The resource boom was an integral part 
of the US growth story.  

• The top ten resource-rich states 
contributed 40% to the gain in national 
GDP since the financial crisis. 

2014: US Gross State Product Gain/Loss Relative to 2007 

Source: Wood Mackenzie 



Global Economic Growth:  Headwind To Energy Demand Growth  

• Economic recoveries remain in 3-
speed mode 

• U.S. increasingly solid 

• Europe and Japan stagnation is 
new normal 

• China and other EM expanding 
albeit some at slower rates 

• Downside risks outnumber 
upside, but more cyclical than 
structural. 

• International policy coordination 
will significantly impact 
outcomes. 

• Carbon prices support gas prices 
between 2019 and 2025. 

 

56 Source: Oxford Economics 
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Last Summer 
 2014 

This Summer 
2015 

Summer Scorecard 

WEATHER 

ECONOMY 

DEMAND 

SUPPLY 

STORAGE 

Price Pressure 

Winter Season 

DOWNWARD 
Ref: Various Sources 

DOWNWARD 



ConocoPhillips Profile 
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• World’s largest independent E&P 
company in the U.S. based upon 
production and proved reserves.  

• Headquartered in Houston, Texas. 

• Operations and activities in 27 countries. 

• $53 billion in annual revenue. 

• $117 billion in total assets. 

• 19,100 employees (December 31, 2014) 

• 1.532 MBOED in 2014 

• Proved reserves 8.9 billion BOE as of 
December 31, 2014. 

• For more information, please go to 
www.conocophillips.com. 

• Also, for more information about issues 
facing the energy markets, please visit 
www.powerincooperation.com. 

 
 

 

http://www.conocophillips.com/
http://www.powerincooperation.com/


Customers Served 

• ConocoPhillips touches every point in the natural gas value chain … 
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Producers 
Mid-Stream 

Processors 
Transporters 

Storage 

Operators 
Consumers 

 Every type of natural gas consumer … 

 Auto manufacturing  Fertilizers  Oil Refining 

 Chemicals  Food processing  Pulp & paper processing 

 Commercial business  Glass manufacturing  Power generation 

 Dairy processing  Grain processing  Steel manufacturing 

 Education Centers  Local Distribution companies  Utilities 

 Ethanol manufacturing  Mining  



Power in Cooperation Campaign 

Spotlighting the benefits of natural gas as an important source of energy for 
the future. 

60 
www.powerincooperation.com 

http://youtu.be/_S9Ie4nER5Y


Thanks! 

61 



Suggestions that somehow the total GDP can cover the government’s deficit, debt and 
obligations problems are nonsense.  With decades of practice and fine-tuning, the U.S. 
government has reached the practical limits of the net cash it can siphon out of the income-
producing private sector.  The system has reached that delicate balance, where the 
government’s raising taxes actually reduces the government’s cash receipts, where higher 
taxes reduce economic activity enough to reduce tax revenues. 

Economics of Debt 



To Add  

• Floating Storage vs. Current Crude Demand 

• Deep-water rigs may start to decline due to shale 

• Economics 
• Decoupling Productivity and Employment 

• Comments about FDR and his policies…similar to Obama 

• Update sunspot data 

• PPI vs CRB 
• http://www.investmentu.com/article/detail/5963/the-crb-index#.VWyd82fbLcs 

• http://finance.yahoo.com/news/pemex-blackrock-sign-
memorandum-understanding-150600882.html 

• Mexican Exports – Impacting Florida Zone 1 
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• Rationality and entropic forces  
• An anonymous commenter hit upon what may be a key point in a unifying picture of human behavior 

and market forces. Entropic forces would be indistinguishable from some plausible set of human 
decisions. You could say that atoms experience an entropic force to diffuse into a volume or you could 
say that the atoms want to diffuse into the volume (they derive utility from expanding into the 
volume, but it is a diminishing marginal utility that reaches equilibrium when the atoms are uniformly 
distributed across it). 
 

• For atoms, that seems silly. For humans, it doesn't. It gives us a sense of agency when we are being led 
(individually) by forces beyond our control, at least in the information theory picture. 
 

• Scott Sumner says that people underestimate rationality of economic agents: 
Economists and non-economists also underestimate just how rational people really are, at least in 
aggregate. How much they understand about the world. And how efficiently markets aggregate 
information. And they do so because people don't seem very smart, or very rational. As always in 
economics, appearances can be deceiving. However, we can interpret this as people's irrationality 
being irrelevant (the core common sense is right -- people don't seem hyper-rational), and their 
apparent rationality with respect to economic theory as being the result of information-theoretic 
entropic forces beyond their control. 
 

• We appear rational in economic theory only because we are adrift and carried along by the rational 
invisible hand. 
 
 

• http://informationtransfereconomics.blogspot.com/2015/05/the-economic-allocation-problem.html 
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• Karl Marx said the problem with capitalism is that it makes 
“everything solid melt into air.” 

• The replicator may actually be possible. 

 

• “The Economist” – The thinking business man’s favorite sleeping pill. 
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• http://newsletters.briefs.blpprofessional.com/document/ZM-
VcJEf1jCbvXRZ8VaHHg--_44z19ufv0ydzmxxc21 
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• Update Title Seven 
• More information faster means more for regulators to see and react to. 
• More powers, more regulations, means more care in what we say and do 

 
• Last three years CFTC have doubled the previous three years in actions. 
• 2013 - $1.9 billion in fines – business threatening 
• FERC not shirking, either 

• In 2010 – Next to no actions 
• In 2012 - $200 million 
• In 2013 - $900 million 

• Energized Regulators 
• CFTC & FERC – Memorandum of understanding 
• CFTC brought about in 1974 – exclusive regulation of commodity derivatives in Commodity Exchanges 

Act of 1974 
• FERC was around, but in 2005 they were given enforcement powers by the Energy Policy Act of 2005, 

primarily due to ENRON 
• The Wall Street Reform Act, or Dodd-Frank, added and reinforced both group’s powers. 
• To date – CFTC has launched 90% of their futures investigations in parallel with Department of Justice, 

60% with the Securities and Exchange Commission, and 33% with the North American Securities 
Administration Association…the regional regulator.  

• FERC has increased with their letter of understanding they’ve executed with the CFTC it commits them 
to agreed to aggressively cooperate. 

• All over the world agencies are seeking to reach understanding agreements with each 
other to make their actions have more impact. FCA in UK 

• Competition Law – Federal Trade Commission is more at a higher level. 
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• SEC always had two prong manipulation rule 
• Fraudulent Conduct Prong 

• Seeks to control or manipulate market 

• Omissions Prong 

• Omission of information to accomplish same thing 

• “Trading Places” could not happen 
• Deep within Dodd-Frank – Eddie Murphy rule…it is illegal to use misappropriated 

US Government Information 

• Dodd-Frank – 848 pages of high level regulations that we haven’t seen all of it 

• Huge ambitions of content still to come 

• They don’t have to prove intentional manipulation…it can be reckless. 
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Shale Locations 
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Eagle Ford 

Bakken 

Marcellus 
Utica 

Permian 

Haynesville 

Barnett 

Source: US Department of Energy 



European Oil Producers Push on Climate Policy  
 

 
• The heads of Europe’s largest oil and gas companies have joined together for the first time to call for 

governments to agree to carbon pricing at a UN-led summit on climate change at the end of the year. 
 

• “Climate change is a critical challenge for our world,” the chief executive officers of six energy 
companies wrote to the top UN official in charge of climate talks. “We need governments across the 
world to provide us with clear, stable, long-term ambitious policy frameworks.” 
 

• The banding together on climate-change policy by BP Plc, Eni SpA, Royal Dutch Shell Plc, Total SA and 
BG Group Plc is unprecedented and follows comments by some of their CEOs in recent months calling 
for the industry to be part of the debate on a deal limiting greenhouse gases. It also opens a trans-
Atlantic schism as the top American companies, Exxon Mobil Corp. and Chevron Corp., decided to stay 
out of the European initiative. 
 

• Exxon Mobil CEO Rex Tillerson last week said he doesn’t intend to “fake it” on climate change, while 
Chevron CEO John Watson said the company would not join the European initiative. “We think we can 
make our statements, and our statements speak for themselves,” he told shareholders last week. 
 

• The split resembles another industry schism in 1997-98 when BP and Shell broke ranks with their 
American oil counterparts leaving the Global Climate Coalition, at that point the U.S. industry’s 
foremost lobbying group in fighting efforts to limit the use of fossil fuels. 
 

• The letter to Christiana Figueres, the executive secretary of the UN climate change body, and Laurent 
Fabius, the French foreign minister, promotes natural gas as the least-polluting of fossil fuels, in 
opposition to coal, and coincides with the start of the World Gas Conference in Paris this week.  



 
 

• Oil Speak 
 

• Market calls 
 

• Canadian crude output in May could slump to its lowest level in two years, according to analysts at 
Barclays. Maintenance to upgrade facilities and wildfires in Alberta are expected to bring output 
temporarily below 4 million barrels a day, Barclays analysts including Michael Cohen said in an e-
mailed report dated June 1. Assuming fires don’t damage any facilities, production is projected to 
rebound above 4.5 million barrels a day by year-end as new projects start, the analysts said. Over the 
long-term, Canada’s production growth is forecast to average 200,000 barrels a day to 2020, rather 
than the almost 300,000 barrels a day at the beginning of the year. 
 

• There's "some risk" that OPEC may increase its output target, analysts at Morgan Stanley said in an e-
mailed research note on June 1. Given OPEC is already producing more than 31 million barrels a day, 
there's some risk that output quota is moved higher, Morgan Stanley analysts including Adam Longson 
said. OPEC maintained its collective target at 30 million barrels a day at the November meeting and 
meets next on June 5 in Vienna. Any cut to its target would likely be driven by the need to build 
support for military efforts in Yemen and Iraq. 
 

• Iraq is in “breakout mode” with oil exports approaching “a whopping" 3.6 million barrels a day, Edward 
Meir, an analyst at INTLFCStone, said in a May 31 report. WTI oil is seen trading between $56-$62 a 
barrel in June, while the Brent range is seen at $61 to $68 a barrel, according to Meir.  



 
 

• What to Read 
 
 
 

• The spillover of volatility from one petroleum market to another has 
diminished since 2008, according to a research paper by Jozef Barunik, Evzen 
Kocenda and Lukas Vacha. The authors consider the 1987-2014 period and 
"document considerable volatility spillovers among petroleum commodities 
that substantially change their character after 2008: an increase in the 
magnitude of spillovers but a decline in their asymmetries." They find these 
spillovers correlate with the financialization of commodities and that 2008 is 
fundamentally important because of the growth of tight oil production. In 
terms of asymmetries the authors show that price declines cause bigger 
volatility spillovers than those due to positive returns.  
 

• http://newsletters.briefs.blpprofessional.com/document/ZM-
VcJEf1jCbvXRZ8VaHHg--_34z19uloex5zcrv93/spot-prices 
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