


Investment Thesis

The global energy transition presents significant and transfor-

mational business opportunities. Exciting new prospects in 

hydrogen provide significant upside potential as the world tran-

sitions to low carbon transportation fuels and renewable energy. 

Currently, there are three avenues where transformational 

growth capital investments could be made: oil, hydrogen and 

grid security. Below are a few reasons why:

Geopolitical tensions and supply chain shortages suggest 

that high oil prices will be with us for the foreseeable 

future, which makes investments in producing oil proper-

ties timely, profitable and valuable.

Hydrogen’s time has come. The element will play a pivotal 

role in the energy transition by decarbonizing large 

sectors of the global economy. 

Costs will come down as the hydrogen economy evolves, 

new hydrogen production technologies are commerciali-

zed and natural hydrogen production becomes more 

common, which will eventually make hydrogen cost com-

petitive with fossil fuels.

Hydrogen is  needed for diversification in our energy mix. 

Moving forward we should avoid becoming too depen-

dant on a single source of energy, as we did with oil.
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Energy transition will take longer than expected and disrup-

tions will create numerous opportunities.

10% contraction in global crude oil production is recovering 

slowly while demand is already at pre-pandemic levels

ESG concerns and global push toward renewables and away 

from fossil fuels, is likely to contribute to lower supply, leading 

to a supply crunch in coming years

Shift to clean energy requires $131 trillion in energy transition 

investments by 2050

$200 billion hydrogen supply market is poised for tremen-

dous growth over next 5-years

Crude oil will continue to play a major role in the global 

energy mix for the next 15-20 years, even as the world tran-

sitions to alternative energy.

Energy market dynamics suggest it is the right time to invest 

in producing oil assets with long lived reserves, low opera-

ting costs and behind pipe potential.

Emerging technologies and geothermal development make 

existing oil and gas assets highly valuable for repurposing 

the wells at the end of their life for clean energy.



Hydrogen will complement electrification in transportation, 

home/industrial heating and elsewhere, with the potential 

to replace fossil fuels entirely in several key industrial 

sectors currently plagued with extremely high emissions.

Couple this with the major push to reduce global carbon 

emissions by focusing on renewables and away from 

fossil fuels is a new market dynamic that will have to be 

priced in for oil prices moving forward. The impact from 

the pandemic on United States shale companies, current 

political environment, the push for lowering carbon emis-

sions, and investment capital now chasing Environmental, 

Social, and Governance (ESG) investments, it is no surpri-

se E&P companies have become risk adverse and will 

likely drag on new oil supplies coming to market for some 

time. 

With global economic demand remaining pent up 

following the reopening of the global economy coupled 

with a battered United States exploration and production 

sector facing global headwinds for reducing carbon 

emissions, lack of new investment, supply chain issues for 

materials to explore and produce for new sources of 

hydrocarbons, oil price risks appear skewed to the upside 

even with global oil prices hovering over $100.

In 2020, West Texas Intermediate (WTI) crude prices 

averaged $39.16 per barrel. While demand destruction 

was swift in 2020 from the global pandemic, supply 

destruction gained momentum as exploration budgets 

were slashed as a reaction to the pandemic, which had a 

profound impact for lagging global oil supplies.

Oil Market Outlook

Global Oil Supply 
Concerns
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As electricity becomes major conduit of energy it’s also 

becomes paramount to national security concerns

Cybersecurity will become increasingly important as the 

world becomes more digitized and interconnected with the 

development and implementation of smart grid technolo-

gies and the ‘Internet-of-everything.’

Smart grid technologies will improve energy resource 

utilization and optimize integration of renewable energy 

production into the grid.

Even with global oil prices hovering above $100 per barrel 

currently, there are several secular trends and market dyna-

mics that make the case for elevated oil prices for the 

foreseeable future. The demand destruction in 2020 caused 

by the pandemic has reloaded the global economy with pent 

up demand providing a strong outlook for oil demand/reco-

very over the near-term. 

While oil’s demand destruction was quick and swift in 2020, 

the negative impact on the oil supply side was much slower 

and will continue to unfold for years to come. And let’s not 

forget the new elephant in the room, or Russia’s war on Ukrai-

ne, that has significantly elevated geopolitical risks and just 

may alter the global energy markets for decades.

The hardest hit globally was the United States, specifically the 

shale oil and gas exploration and production (E&P) compa-

nies, which have slashed capital budgets for producing new 

oil supplies and continue to maintain minimal budgets 

moving forward. Couple this with the major push to reduce 

global carbon emissions by focusing on renewables and 

away from fossil fuels is a new market dynamic that will have 

to be priced in for oil prices moving forward. 



Baker Hughes Rig Counts
On April 22nd, Baker Hughes released their latest data on U.S. rig 

counts that showed a modest rise of just 2 new active rigs to 695 

active rigs. At 695 active rig counts, it is the first time it has 

reached this level since April of 2020 when the pandemic was 

just starting (chart below). 

Considering oil prices have been rising steadily over the last 

12-months as well as trading over $75 since the start of the 2022, 

the slower rise in rig counts reflects E&Ps and new investment 

capital hesitance to explore for new oil production. Earlier in the 

year, JP Morgan said “we see growing market recognition of 

global underinvestment in supply." In the same note, JP Morgan 

forecasts oil prices to rise as high as $125 a barrel this year and 

$150 a barrel in 2023.

The International Energy Agency (IEA) has estimated that 

global capital expenditure by exploration and production 

companies in 2020 dropped over 32% versus 2019 to $335 

billion, the lowest level for 13 years. As a result, the IEA has 

estimated a 10% contraction in global crude oil production that 

continues to recover slowly. Meanwhile global oil demand has 

already reached pre-pandemic levels.

In the United States prior to the pandemic, United States shale 

production was the swing factor for additional barrels in the 

global oil markets. Post pandemic, the United States is no 

longer the swing producer as capital expenditure budgets have 

been slashed by the major American oil and gas exploration 

and production companies. Not only have budgets been 

slashed going forward, the push for cutting carbon emissions 

and investment capital flowing into ESG has made United 

States E&Ps risk adverse to increase oil and gas exploration 

budgets. These trends can be reflected in the Baker Hughes rig 

count data that we discuss next. 

OPEC+, which consists of 13 OPEC members and 10 of the world’s 

major non-OPEC oil exporting nations including Russia, had 

additional oil production per day of approximately 5.0 million 

barrels per day prior to the Russian invasion of Ukraine. This 

cushion would have reduced the risk of a “Super Cycle” for 

global oil prices that occurred in 2008 when demand was 

outstripping supplies considerably and oil prices spiked to near 

$150 per barrel. 

Earlier in the year, prior to Russia’s invasion of Ukraine, JP Morgan said “it 

expects Organization of Petroleum Exporting Countries' spare capacity to fall 

through 2022, driving a higher risk premium to oil prices.”

However, Russia’s invasion of Ukraine could break the OPEC+ alliance as 

Russia’s aggressive military moves towards Ukraine could have a negative 

impact on the oil market cooperation between OPEC and Russian-led 

non-OPEC members. If so, the additional oil production per day of approxima-

tely 5.0 million barrels per day would shrink considerably putting the global 

energy markets further on edge and increasing the risk premium for oil prices, 

sending prices higher, as demand remains strong.

Geopolitical Risks 
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The New Elephant in the Room



The other consideration of Russia’s invasion of Ukraine is Europe’s 

short and long-term appetite for Russian energy. JP Morgan 

said, “oil prices could shoot up to a record $185 per barrel if the 

European Union acts to impose a full immediate ban on imports 

of Russian oil, which would cut 4 million barrels per day (bpd) of 

Russian supply.” 

Clearly, Europe’s ongoing discussions to impose an oil embargo 

on Russian oil imports would have an immediate near-term 

impact. Long-term, the ramifications are as daunting. Europe’s 

dependence on Russian energy and the situation in Ukraine has 

opened a can of worms for politicians in Europe. As a result, 

regardless of the outcome in Ukraine, European politicians will 

intensely try to reduce their dependence on Russian energy by 

seeking alternative energy sources that could alter the global 

energy markets for decades to come.
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Supply Chain Issues

Just like every other industry impacted by the pandemic, the oil 

and gas industry is no different. Currently, there are months long 

delays on securing steel pipe and casing needed to drill. The 

World Steel Association in its annual report from November 2021 

said “

However, while the manufacturing side has been doing well, 

supply chain shortages are still disrupting the global steel 

market and are preventing a strong recovery in 2022. Due to the 

backlogged steel orders, the demand will remain high through 

the next year. Because of the demand for the limited inventory 

available, steel prices will continue to go up in 2022. The U.S. steel 

industry is currently valued at $180 billion and began to boom 

last year thanks to the disruptions caused by COVID-19.”

The supply chain issues are just not limited to steel for the oil and 

gas industry. Reuters reported last November that “Logistics 

snags have cut access to specialized steel, submersible pumps 

that boost well pressures, and pickups that ferry workers and 

equipment.” In addition, Reuters went on to report “Nearly 

two-thirds of Texas business executives polled by the Dallas 

Federal Reserve Bank recently disclosed difficulties getting 

needed supplies, with nearly half saying problems have become 

worse. It could take 7 to 12 months to ease, said roughly half, with 

18% expecting shortages to last more than a year.”

As a result, a shortage of materials, equipment, and even labor 

will hamper the United States response to elevated energy prices 

to explore and produce new hydrocarbon sources. And when 

these critical resources do become available, certainly there will 

be elevated costs just to obtain them, leading to higher costs to seek and 

produce oil and natural gas resources. These shortages, coupled with E&P 

companies becoming more risk adverse and reducing capital budgets, 

makes for major headwinds for new crude oil supplies coming online 

moving forward.

There is a new component to requiring higher oil prices to boost global oil 

supplies. Pre-pandemic, higher prices were needed to have oil and gas 

exploration and production capital expenditures. Post-pandemic, higher 

oil prices are needed to not only spur on oil production but also now to 

offset the costs to the commitment of significantly reducing global carbon 

emissions. 

In June 2021, David Tawil, president of Maglan Capital, told Fox Business 

that “supply from the oil supermajors could also be coming off, due to 

shareholder and environmental pressures. In the United States, the 

Environmental, Social, and Governance (ESG) concerns, as well as the U.S. 

Administration’s push toward renewables and away from fossil fuels, 

would also contribute to lower supply and lead to a supply crunch in 

coming years.”

“There is a chance for $100 oil”, Jeremy Weir, chief executive officer at 

commodity trader Trafigura, told the FT Commodities Global Summit in 

June 2021. He went on to say "you need higher prices to incentivize 

and maybe to build on the cost of carbon in the future as well. You also 

need to attract capital in the business."

ESG Headwinds and Global 
Low Carbon Emissions



Global Energy Transition

Climate change is possibly the most challenging issue of our 

time. In response, many local, state and national emissions 

reduction mandates have been announced globally. Yet the 

fossil fuels production gap of many nations remains large and 

inconsistent with achieving Paris agreement goals. Which 

means that world economies must now cut an additional 200 

billion tons of carbon, equal to 5 years of global emissions – just 

to remain within thresholds set by previous forecasts. So, we 

believe that an ‘all-hands-on-deck’ mentality is called for if the 

world is to achieve net-zero by 2050.

We also believe that the current global energy mix to achieve 

net-zero is overdependent on electrification. The move to 

‘electrify everything’ concentrates our energy risks on an aging 

electric grid that is already overtaxed. For national security 

reasons and to avoid crashing the grid, nations must diversify 

into other carbon-free sources of energy. This is where we 

believe hydrogen will play a major role.

According to Elon Musk, an all-electric vehicle fleet worldwide will 

double the global demand for electricity. But here is something 

to keep in mind. If you drive an electric vehicle today, you're 

mostly driving a coal-powered car, because most of our electri-

city still comes from coal. Whereas on the other hand, hydrogen 

has the potential to decarbonize large sectors of the global 

economy, which cannot be accomplished with electrification 

alone. 

What makes hydrogen so unique is its ability to decarbonize 

several ‘hard-to-abate’ industries like steel making, cement 

making and other processes, which require intense heat that 

electrification simply cannot produce. Hydrogen also has broad 

applications across multiple industrial sectors, including 

shipping and transportation, power generation, refining, and 

chemical production, among others.

The push to reduce global carbon emissions by focusing on 

renewables and the shift away from fossil fuels will be a new 

component for supporting higher oil prices that the markets will 

need to price in. That said, we believe the markets have not 

come close to fully pricing in this transition to renewables for the 

global oil markets and we expect this new dynamic to grow in 

importance and impact for supporting oil prices going forward.

The energy transition planning is too decentralized, overly optimistic and 

not well thought out, which leads to execution problems and longer 

delivery times to achieve targets.

As the global energy transition continues to accelerate, the demand for 

key battery metals and minerals is soaring and demand is struggling to 

keep up.

The inconvenient truth of the energy transition is that the industry at the 

top of the clean energy supply chain is a very carbon-intensive one.

The global move to electrify the world’s vehicles will cause supply chain 

constraints that could undermine the alternative energy transition in the 

United States, according to a new report from Rice University’s Baker 

Institute for Public Policy. The detailed report—Need Nickel? How Electrif-

ying Transport and Chinese Investment are Playing Out in Indone-

sia—focuses on nickel as a critical mineral, but has implications for the 

broader minerals and materials supply chains needed for broad-scale 

energy transition.

But there are already strong signals that accelerating the construction 

of solar and wind power systems, battery storage and electric vehicles 

(EVs) won’t be cheap or easy. One of the greatest challenges ahead is 

this: the metals and minerals that will be needed to electrify the world  

may not be available in the huge, almost unimaginable volumes that 

will be required. And if the materials are made available, it will cost a lot 

more — maybe enough to force a scaling back of energy transition 

goals.

Energy Transition 
Will Be Messy
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There was already evidence of impending shortages and higher 

prices well before Ukraine was invaded by Russia. And the price 

inflation has worsened considerably since then, in part because 

Russia is a major supplier of many key commodities. While 

Russia holds significant leverage in influencing oil and gas 

prices, it pales in comparison to China’s position in several 

strategic industries critical to the energy transition, says report 

author Michelle Michot Foss, fellow in energy and materials at the 

Baker Institute.

Geopolitical tensions in Ukraine have had a massive impact on 

global energy supply chains and prices this year, reminding the 

world how reliant we are on fossil fuels and how far we are from 

a true shift toward clean energy. That shift will require $131 trillion 

in energy transition investments by 2050, according to the 

International Renewable Energy Agency.

Hydrogen, the most abundant element on Earth, has become a 

key component of the global energy transition to zero-carbon 

energy and provides numerous opportunities for attractive 

financial returns. Hydrogen is also gaining unprecedented 

economic and political momentum globally as an alternative 

net zero energy vector and a complement to the ‘electrify 

everything’ movement. 

Bank of America forecasts that the hydrogen industry is at a 

tipping point and headed to $11 trillion, with hydrogen production 

projected to see a 5,000% increase by 2026. Global demand for 

clean and green energy continues to increase rapidly, coupled 

with the need to optimize production, and minimize greenhouse 

gas emissions. Energy companies will increasingly need to 

embrace the concept of clean tech by focusing on both the tools 

and processes to solve such challenges.

The pandemic’s impact on global oil demand was dramatic in 2020. In 

2019, global demand for crude oil peaked at over 100 million barrels of oil 

per day, a new record. In 2020, COVID-19 pandemic put a major dent in 

global crude oil demand, specifically from the transportation sector. The 

U.S. Energy Information Administration (EIA) estimates that the world 

consumed 92.2 million barrels per day of petroleum and other liquid fuels 

in 2020, a 9% decline from the previous year and the largest decline in EIA's 

series dating back to 1980.

Fast forward to 2022, the EIA in their April 12, 2022 Short-Term Energy 

Outlook estimates that “98.3 million b/d of petroleum and liquid fuels was 

consumed globally in March 2022, an increase of 2.4 million b/d from 

March 2021. The EIA also forecasts that global consumption of petroleum 

and liquid fuels will average 99.8 million b/d for all of 2022, which is a 2.4 

million b/d increase from 2021.” 

The EIA went on to say they forecasted that “global consumption of petro-

leum and liquid fuels will rise by 1.9 million b/d in 2023 to average 101.7 

million b/d.” In less than 24 months from the pandemic trough, global 

crude oil demand is poised to break the 2019 peak of over 100 million 

barrels of oil per day in 2022 as the global economies coming roaring 

back post pandemic.

The EIA isn’t the only major thinktank forecasting strong global demand for 

oil. OPEC on February 10, 2022 said in their report, that it expected “world oil 

demand to rise by 4.15 million barrels per day (bpd) this year, unchanged 

from its forecast last month, following a steep rise of 5.7 million bpd in 

2021.” OPEC went on to say that the “upside potential to the forecast 

prevails, based on an ongoing observed strong economic recovery with 

GDP already reaching pre-pandemic levels." OPEC continued to state that 

“world consumption is expected to surpass the 100 million bpd mark in the 

third quarter of 2022, in line with last month's forecast.” Combined, these 

factors have pushed oil prices to rise above $100 per barrel, which begs 

the questions as to whether this is sustainable moving forward and which 

we discuss in our conclusion.

Global Oil Demand 
Continues to Rebound
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About Hydrogen



In conclusion, $100 oil prices are now becoming more accepted 

by energy analysts and market participants in today’s global oil 

markets environment. With vaccines reopening lockdowns and 

the world’s major economies coming back online at a rapid 

pace led by the United States, global demand for oil has recove-

red swiftly. Global oil supplies’ path to recovery has a slower 

narrative as the United States shale producers continue to balk 

at upping capital expenditures for new oil production. And, with 

the current political environment, U.S. shale producers are less 

incentivized to take on new risks as the call for lowering global 

carbon emissions continues to pick up steam.

As a result, calls for $100 oil prices are now making today’s news 

cycles. On March 19, 2022, Morgan Stanley’s commodities chief, 

Martijn Rats said, “Oil will surge to $120 and stay high for more 

than a year as Russian supply dwindles,” and he went on to say 

that “prices could go even higher, if Europe bans imports and the 

Iran nuclear deal falls through.” Morgan Stanley isn’t the only 

bank raising their oil price forecasts. 

On March 8, 2022, Reuters reported that Goldman Sachs hiked its 

price forecasts for Brent oil saying “the world could be facing one 

of the largest energy supply shocks ever because of the Ukraine 

crisis,” while Barclays said that “oil prices, in a worst-case scena-

rio could top $200 a barrel.”

There are clearly numerous headwinds and geopolitical risks for 

maintaining and growing global energy supplies, specifically for 

crude oil over the near-term. There are also possible structural 

changes underway as a result of Russia’s invasion of Ukraine, 

with Europe moving swiftly to change their dependence on 

Russian energy for many years to come. This leaves a rather 

cloudy outlook for global energy supplies at best. 

On the flip side, global oil demand continues to recover swiftly 

and has now surpassed pre-pandemic daily demand levels. 

Pent up demand following the pandemic has unlocked the 

global economy and with it, strong demand for global crude oil. 

Unlike the supply side, there is much more clarity and less risk to 

global oil demand that provides a heightened level of clarity 

relatively speaking. Given this, $100 plus oil becoming the new 

norm appears more likely, at least over the near-term but 

perhaps for longer.

The lack of investment in oil and gas production creates opportunities for 

independent oil and gas producers to exploit. Supply chain complexities 

and constraints in critical minerals and metals will also cause the global 

energy transition to take longer than anticipated. 

Meanwhile, oil and natural gas will continue to play a larger role in global 

energy markets than most are willing to accept. The move to ‘electrify 

everything’ also creates a number of unintended consequences, least of 

which is making society overly dependent on an aging electric grid, which 

is already over taxed and still predominantly coal-based. More impor-

tantly, the scarce minerals and metals that will be needed to make the 

solar panels and EV batteries powering the alternative energy transition 

may not be available in the massive volumes that will be required and if 

so, the costs for these materials are likely to rise as demand outstrips 

supply, which will slow down the pace of transition.

While Russia holds significant leverage in influencing global oil and gas 

prices, it pales in comparison to China’s position in several strategic 

industries critical to the energy transition. Over the last decade, China has 

positioned itself as a crucial gatekeeper to several key technologies, 

including battery energy storage to support electric vehicles, and specifi-

cally battery electric vehicles along with stationary storage for power 

grids. China also dominates in other energy transition technologies 

including wind and solar components, controls, sensors and communica-

tions – a range of industrial equipment, including much that is pertinent 

for national defense. 

The fact that China has cornered the market on these critical energy 

transition resources and technologies understandably creates national 

security concerns. Moreover, recent cybersecurity breaches from Russian 

and Chinese state-sponsored hackers have also called attention to the 

need for greater overall grid security.

$100 Oil Becoming 
the New Norm

Opportunities
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Summary

The global pandemic gave birth to several evolving trends and energy market dynamics, which have created a number of unique opportu-

nities for smart investors and companies to exploit. We believe that the market is right for making incisive strategic investments in several 

key initiatives that will drive tremendous stakeholder value to willing investors and companies that have vision and resolve during this 

transitional point in energy.  
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