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Oil Service Overview
 With WTI Near $60, We See Upside Risk To Our Lower 48 Spending And Company 

Estimates (Which Are Based On Mid-$50’s WTI), With Select Bright Spots Internationally

 Remain Positive On OFS Sector In 2018 But See Stock Picking As Extremely Challenging 

As Valuations Discount “Peakish” Environment In NAM But Longer Term Growth 

Internationally & Offshore

 In Lower 48, Enablers Of Efficiency (Via Logistics/Scale/Technology) Likely To Gain 

Share And Better Returns As E&P Focus Shifts To Returns Versus Production Growth

 We Forecast A 5% Increase In Global Drilling & Completion Spending In 2018 Driven By 

A 14% Increase In U.S. Lower 48 Spending.  

 Based On E&P Budget Announcements So Far, Our Bias Is That L48 Spending Could 

Increase Closer To 20% In 2018.

 We Forecast International Spending Down -1% In 2018 With Offshore D&C Spending 

Down -6% And International Land Spending +9%.

 Near To Medium-Term Offshore Outlook Remains Challenged But Massive Cost Deflation 

And Innovation Should Ultimately Lead To Some Recovery 2019-2020.



22

Macro Fundamentals Likely Support $55-$65 Oil Prices

Global Drilling & Completion (D&C) Spending ($Bn)

Source: Company filings, IHS, Wells Fargo Securities LLC estimates

Includes content supplied by IHS Global, ©. IHS Global Insights (2018).  All Rights Reserved.

• Following An Expected 11% Recovery In Global Spending In 2017 Led By The Lower 
48, We Expect Modest (+5%) Global Spending Growth In 2018

• Driven Primarily By A Higher 2017 Exit Rate In The Lower 48

• L48 We Expect +14% In 2018 Following +67% in 2017

• Offshore We Expect A 5-7% Decline In 2018 Following A 13-15% Decline in 2017 

• International Land We Expect +9% In 2018 Following +10% in 2017
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Well Productivity Starting To Normalize

Lower 48 Hz Completions and Rig 
Count

Lower 48  Total Spending 
and Oil Production

Source for all charts: EIA, Company Filings, IHS, RigData, Wells Fargo Securities LLC estimates

• Significantly Lower D&C Spending Likely Required For L48 Production To Exceed Prior Highs

• Higher Stage Counts & Proppant Loadings Significantly Enhance Capital Efficiency, Lowering The 
Required Oil Price To Drive Spending & Production Growth 

• Dislocation Between Expected Stages Counts (Higher vs 2014) And Rig Count (Lower)

Hz Completions and Stages
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Spending, Completion, & Rig Count Summary

Source: IHS, Company filings, RigData, Wells Fargo Securities, LLC estimates 

2014 % Chg 2015 % Chg 2016 % Chg 2017E % Chg 2018E % Chg 2019E % Chg

Drilling & Completion Spending ($ MM)

  Majors $16,842 -15% $13,741 -18% $7,947 -42% $11,443 44% $14,184 24% $15,856 12%

  Large Cap $57,949 10% $36,691 -37% $18,836 -49% $31,128 65% $33,126 6% $37,241 12%

  Mid Cap $17,343 16% $10,523 -39% $5,872 -44% $10,896 86% $13,007 19% $14,319 10%

  Private/Small Cap $41,230 20% $21,049 -49% $10,356 -51% $18,455 78% $21,732 18% $23,565 8%

U.S. Land D&C Spending ($MM) $133,364 9.7% $82,004 -38.5% $43,010 -47.6% $71,923 67.2% $82,049 14.1% $90,982 10.9%

Well Completions 2014 % Chg 2015 % Chg 2016 % Chg 2017E % Chg 2018E % Chg 2019E % Chg

Bakken 2,189 8% 1,515 -31% 731 -52% 1,011 38% 973 -4% 997 2%

Eagle Ford 3,724 13% 2,647 -29% 1,345 -49% 1,736 29% 1,639 -6% 1,680 2%

Utica 455 83% 440 -3% 269 -39% 251 -7% 247 -2% 249 1%

DJ Basin 1,397 53% 1,226 -12% 830 -32% 1,186 43% 1,242 5% 1,308 5%

Midland Basin 1,423 87% 1,314 -8% 1,310 0% 2,251 72% 2,928 30% 3,522 20%

Delaware Basin 1,181 52% 1,133 -4% 868 -23% 1,558 80% 2,104 35% 2,592 23%

Cana 456 33% 494 8% 510 3% 756 48% 897 19% 1,046 17%

Other Oil 3,651 6% 1,860 -49% 730 -61% 756 4% 613 -19% 593 -3%

  Unconventional Oil 14,476 22% 10,629 -27% 6,593 -38% 9,506 44% 10,643 12% 11,987 13%

Haynesville 386 15% 267 -31% 184 -31% 256 39% 253 -1% 263 4%

Marcellus 1,504 -4% 1,318 -12% 798 -39% 1,147 44% 1,211 6% 1,278 6%

Other Gas 1,487 -14% 860 -42% 342 -60% 410 20% 361 -12% 348 -4%

  Unconventional Gas 3,377 -7% 2,445 -28% 1,324 -46% 1,813 37% 1,825 1% 1,888 3%

  Unconventional Wells 17,853 15.4% 13,074 -26.8% 7,917 -39.4% 11,319 43.0% 12,467 10.1% 13,875 11.3%

Permian 4,875 -16% 2,029 -58% 529 -74% 557 5% 499 -11% 526 6%

Oil 11,417 0% 4,992 -56% 2,153 -57% 2,510 17% 2,288 -9% 2,416 6%

Gas 2,471 -11% 1,476 -40% 880 -40% 1,047 19% 982 -6% 895 -9%

  Conventional Wells 18,763 -6% 8,497 -55% 3,562 -58% 4,114 15% 3,769 -8% 3,838 2%

U.S. Land Well Completions 36,616 3.3% 21,571 -41.1% 11,479 -46.8% 15,433 34.4% 16,236 5.2% 17,713 9.1%

Cycle Time (Days)

Unconventional 30.3 5% 22.4 -26% 19.9 -11% 26.9 35% 27.0 0% 24.5 -9%

Conventional 11.6 -2% 9.5 -18% 10.9 14% 13.6 25% 14.9 10% 14.7 -2%

Average Cycle Time 20.7 7.7% 17.3 -16.2% 17.1 -1.4% 23.4 36.6% 24.2 3.7% 22.4 -7.5%

Rig Count

  Unconventional Oil/Liquids 1,087 220 566 (520) 309 (258) 588 279 660 72 666 6

  Unconventional Gas 201 10 133 (69) 67 (66) 138 71 143 6 145 1

  Conventional Oil/Liquids 412 (51) 136 (276) 65 (72) 91 26 95 5 100 4

  Conventional Gas 106 4 56 (50) 28 (29) 42 15 38 (4) 35 (4)

U.S. Land Avg Rig Count 1,806 182 891 (915) 468 (424) 859 391 937 78 945 8

Unconventional Rig Count 1,288 22% 699 -46% 375 -46% 726 93% 803 11% 811 1%

Unconventional Well Cost ($MM) $6.1 11.3% $5.4 -11% $4.9 -10% $5.7 17% $6.0 5% $6.0 0%

Frac Demand (Stages) 470,728 27.1% 362,479 -23.0% 251,779 -30.5% 408,895 62.4% 472,095 15.5% 541,532 14.7%

Frac Capacity (Stages) 599,957 13.3% 589,653 -1.7% 543,465 -7.8% 657,583 21.0% 701,994 6.8% 720,216 2.6%

PP Supply (000 HP) 17,163 5.2% 17,356 1.1% 15,216 -12.3% 38,211 151.1% 42,448 11.1% 42,752 0.7%

  Effective PP utilization % 78.5% 61.5% 46.3% 62.2% 67.3% 75.2%
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Service & Well Costs To Come Into Greater Focus

Source for all charts : Company filings, Wells Fargo Securities, LLC estimates 

2018E D&C Spending Components Well Cost: 2019E vs 2017E

• Increases In Service Costs To Be Offset By Efficiencies And Pad Drilling

• We Forecast An Approximately 17% Increase In Average Horizontal Well Costs In 2017 
And A 5% Increase In 2018
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Efficiency Enablers To Gain Share In NAM

Source for all charts : IHS, Wells Fargo Securities, LLC estimates 

Bakken/Eagle Ford Efficiency (‘10- ‘14) Permian vs. Bakken/Eagle Ford Efficiency

• Expect Service Cost Inflation To Be Offset By Efficiencies – Primarily In Permian Basin

• Well Costs Correlate With Cycle Times; Efficiencies Could Save ~$1 MM/Well

• Returns-Focused E&Ps To Partner With Innovative/Efficient Services Companies
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Doing More With Less

Source: IHS, Company filings, Wells Fargo Securities, LLC estimates 

Estimated Horizontal Stage Count Vs Well Cost
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Longer Laterals Driving More Stages Per Well

Source for all charts: IHS, Company filings, Wells Fargo Securities, LLC estimates 

Avg Hz Lateral Length vs Top 10% Stages Per Well

• We Expect Lateral Lengths To Continue To Grow

• Avg Hz Laterals Could Reach 8,000’ By 2020 from 7,200’ Currently As Top 
10% Of Wells Plateau Around 10,000’ And The Average Closes The Gap

• We Expect Stage Counts Per Well To Grow In Line With Lateral Lengths

Frac Stage Demand
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Frac Supply Demand Still Constructive Despite Capacity Additions

Source for graphs: IHS, Company filings, Wells Fargo Securities, LLC estimates

Horsepower Supply & Demand

• Stage Count Forecast Suggests Continued Growth In Frac HP Demand

• Estimate About 2.3 MM HP On Order – Some Of Which Replaces Attrition

• Demand Growth On Track To Match Supply Growth (Starting From Undersupply)

Frac Fleet Demand
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Source for all charts: RigData, Company filings, Wells Fargo Securities, LLC estimates

U.S. Land Rig Count Overview 

U.S. Land Rig Count

AC Rig Utilization/% Of Active Fleet
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Efficiency Trends A Big Variable For Future Rig Demand 

Horizontal Cycle TimesSpending Growth Vs Cycle Times

Source for all charts: RigData, Company filings, Wells Fargo Securities, LLC estimates
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Source for all charts and table: RigData, Company filings, Wells Fargo Securities, LLC estimates

U.S. Land Rig Count Poised For Upside

U.S. Land Rig Count Forecast

Horizontal Rig Count By Operator
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Rig Count 1Q17 2Q17 3Q17 4Q17 2018E 2019E 2020E

Bakken 36 44 47 47 47 48 51

Eagle Ford 59 83 72 67 66 64 66

Granite Wash 15 17 16 11 10 10 10

Cana 72 84 93 88 94 94 76

DJ Basin (Niobr.) 28 32 37 34 36 37 40

Utica 21 21 23 22 21 21 22

Mississippian 5 7 5 5 5 5 5

Permian Unconv. 228 283 312 318 355 365 348

Other 24 30 33 33 29 27 27

  Unconv.Oil/Liquids 487 602 638 624 664 670 646

Barnett 1 4 3 3 3 3 3

Fayetteville 1 1 1 0 1 1 1

Woodford 7 9 10 9 8 8 8

Haynesville 40 51 54 55 53 55 57

Marcellus 34 44 44 44 46 49 53

Other 30 34 36 42 32 30 30

  Unconv.Gas 113 141 147 153 143 145 151

Unconv. Rig Count 600 743 786 777 807 815 796

Permian Conv. 28 25 24 21 21 22 23

Conv. Oil (Non-Permian) 53 67 69 70 70 73 76

Conv. Gas 40 46 44 41 40 36 33

Conv. Rig Count 121 138 137 132 131 131 132

U.S. Land Rig Count 721 880 923 909 938 946 928
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Land Rig Market Overview 

As of February 2018

Super-Spec Rigs By Contractor & Total Upgradable RigsHz Rig Count & Market Share By Contractor

AC Rig Market Share – Idle CapacityAC Market Share - Working Rigs

Source for all charts: RigData, Company filings, Wells Fargo Securities, LLC estimates

As of February 2018
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Int’l Spend Could Surprise To The Upside With $60+ Brent Prices

International D&C Spending ($Bn)

Source for all charts: Company filings, IHS, Wells Fargo Securities LLC estimates

International D&C Spending Breakout

• We Forecast International Spending To Decline 0-2% In 2018  With Land-Based Activity 
Registering Modest Increases Offset By Further Declines Offshore
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International Land Spending To Modestly Recover In 2018

International Rig Count

Source for all charts: Baker Hughes, Wells Fargo Securities LLC estimates

Select International Land Rig Counts
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Offshore Spending Likely Set For Further Declines In 2018

Aggregate Offshore Spending Forecast

Source for all charts: Bloomberg, Wood Mackenzie, IHS, Wells Fargo Securities LLC estimates

Includes content supplied by IHS Global, ©. IHS Global Insights (2017).  All Rights Reserved.

Breakdown of Est. Int’l & Offshore D&C Spending

• We Forecast A 6% Decline In Offshore Spending In 2018 Followed By A 7% Increase In 
2019

• Re-Pricing Of Peak Contracts The Larger Driver Of Spending Reductions In 2018 Although 
Offset By Increases to Offshore Service Spending

• We Believe Jack-ups Troughed In 12/2016 And Floater Activity Will Trough In Mid-2018
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Jack-up Activity Starting To Increase

Source for all charts: IHS, Wells Fargo Securities, LLC estimates

Jack-up Supply/Demand Forecast

0%

20%

40%

60%

80%

100%

0

100

200

300

400

500

600

700

U
tiliz

a
tio

n
 (%

)

R
ig

 C
o
u
n
t

Hot/Warm Stacked Supply Cold Stacked Supply

JU Demand Total Utilization (%)

Marketed Utilization (%)
Forecast

• Global Jack-up Demand Has Continued To Increase With Stronger Tender Activity

• Global Jack-up Count Troughed In 12/2016 And We Believe Will Trend Higher Over The 
Next Few Years With Total Utilization In The 60% Range And Effective Utilization In The 
Mid-70% Range

• Potential For Continued Demand Growth In The North Sea, Asia-Pacific, And Middle East 
Markets In 2018-2019

• We Estimate That Jack-up Attrition Of ~130 Rigs Is Likely Required Through 2020
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Floater Activity To Be Challenged Through 2018

Source for all charts: IHS, Wells Fargo Securities, LLC estimates

Floater Demand vs. BrentFloater D&C Spending vs. Brent

• Floater-related D&C Spending Is Projected To Decline 10-15% In 2018 As Super Majors 
& National Oil Companies Continue To Right Size Their Budgets

• We Forecast The Contracted Global Floater Count To Trough In Mid-2018 At 144 Rigs And 
Stay Flat To Slightly Higher in 2018

• Our Base Case Assumption Is For Oil To Be In The $55-$65/bbl Range Which Should 
Drive Floater Demand Growth of 8% in 2019 and 6% in 2020
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Multi-Year Downturn In Offshore Drilling

Source: IHS, Wells Fargo Securities, LLC estimates

Global Offshore Rig Forecast

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 1Q17 2Q17 3Q17 4Q17 2017 1Q18E 2Q18E 3Q18E 4Q18E 2018E 2019E 2020E

Jack-up D emand

North America 62 59 30 37 38 39 38 31 12 7 7 10 11 13 10 13 13 13 13 13 13 13

Africa 25 25 18 19 22 25 26 24 19 10 7 8 9 11 9 11 12 12 12 12 12 14

Asia-Pacific 89 98 99 101 112 117 127 130 119 98 98 102 104 105 102 106 107 109 112 109 115 125

Europe 53 52 51 48 53 56 59 67 60 50 44 45 45 43 44 43 46 48 48 46 49 52

Latin America 45 47 46 37 39 43 53 65 54 36 33 31 32 30 32 30 30 32 33 32 34 36

M iddle East 92 101 93 94 97 108 125 138 139 129 122 122 122 122 122 124 125 127 131 127 137 141

T o tal Jack-up D emand 366 382 339 335 360 389 428 454 402 330 311 318 322 325 319 328 334 342 350 338 360 381

M idwater D emand (<3,999 f t .)

North America 12 6 4 4 3 2 2 2 3 0 0 0 0 0 0 0 0 0 0 0 0 0

Africa 10 11 8 5 4 3 3 3 1 0 0 0 0 0 0 0 0 0 0 0 0 0

Asia-Pacific 29 29 26 23 22 22 25 26 18 14 12 13 13 13 13 13 13 13 13 13 13 14

Europe 39 36 32 30 32 35 37 37 32 21 16 15 19 19 17 19 21 22 23 21 24 24

Latin America 17 25 27 27 25 24 20 14 9 6 3 3 3 1 3 1 1 1 1 1 1 1

M iddle East 3 4 3 4 4 4 4 4 4 4 4 4 5 5 4 5 5 5 5 5 5 5

T o tal M W D emand 109 111 99 92 89 91 92 86 66 46 35 35 40 39 37 38 40 41 42 40 43 44

D eepwater D emand (3,999 f t . -  7 ,499 f t .)

North America 11 12 10 7 5 6 6 5 2 2 2 2 3 3 2 3 3 3 3 3 3 3

Africa 10 10 11 8 9 8 9 8 4 1 0 0 0 0 0 0 0 0 0 0 0 0

Asia-Pacific 7 6 6 9 8 9 9 12 12 9 10 10 9 8 9 8 8 8 8 8 11 12

Europe 6 5 6 5 4 5 6 5 6 6 6 5 4 3 5 3 3 3 3 3 4 4

Latin America 17 17 19 21 24 22 22 21 16 7 4 4 4 3 4 3 2 2 2 3 2 2

M iddle East 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

T o tal D W D emand 51 50 52 50 50 51 51 50 38 23 22 21 20 18 20 17 17 17 16 17 20 22

Ultra-D eepwater D emand (7,500+ f t .)

North America 16 17 21 25 24 30 36 44 48 36 27 23 24 25 25 25 24 24 24 24 28 30

Africa 9 10 12 13 18 21 25 33 29 21 18 19 17 17 18 14 12 12 12 13 14 14

Asia-Pacific 4 4 7 13 16 18 15 16 10 7 8 10 11 12 10 13 13 14 14 14 14 15

Europe 3 4 7 8 11 12 12 11 10 9 10 10 14 12 11 14 14 14 14 14 15 15

Latin America 3 4 9 16 29 44 44 40 39 33 31 31 29 27 30 27 24 22 23 24 24 27

M iddle East 0 0 0 0 0 0 1 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0

T o tal UD W D emand 36 40 56 75 99 124 133 145 137 107 94 93 95 93 94 93 87 86 87 89 94 100

T o tal F lo ater D emand

North America 39 36 35 37 31 38 44 51 53 38 29 25 27 28 27 28 27 27 27 27 31 33

Africa 29 31 31 25 31 32 37 44 34 22 18 19 17 17 18 14 12 12 12 13 14 14

Asia-Pacific 40 39 39 45 46 49 50 53 39 30 30 33 34 34 33 34 35 36 35 35 38 42

Europe 48 46 45 43 47 52 54 53 48 36 32 31 37 34 33 36 38 39 39 38 42 43

Latin America 37 46 55 64 78 90 86 74 64 46 38 38 36 32 36 32 28 26 27 28 27 30

M iddle East 3 4 3 4 4 4 5 5 4 4 4 4 5 5 4 5 5 5 5 5 5 5

T o tal F lo ater D emand 196 201 208 217 237 266 276 281 241 176 151 150 154 150 151 149 144 144 145 145 157 166

Wo rldwide Supply

Jack-ups 404 426 447 463 475 472 491 522 540 536 537 536 540 539 538 540 541 543 545 542 556 584

M idwater 117 120 117 109 109 111 110 110 91 81 72 71 68 64 69 63 62 62 63 62 63 64

Deepwater 51 51 54 55 57 58 60 61 56 49 43 41 38 34 39 33 33 33 35 33 36 37

Ultra-Deepwater 36 40 57 75 99 124 134 151 164 166 168 168 167 165 167 166 167 169 170 168 176 186

T o tal Supply 608 637 675 702 740 764 795 844 851 831 819 817 814 803 813 801 803 807 812 806 831 871

Wo rldwide Ut ilizat io n

Jack-ups 91% 90% 76% 72% 76% 82% 87% 87% 74% 62% 58% 59% 60% 60% 59% 61% 62% 63% 64% 62% 65% 65%

M idwater 93% 92% 85% 85% 82% 82% 83% 78% 72% 56% 49% 50% 58% 60% 54% 61% 65% 66% 66% 64% 68% 69%

Deepwater 99% 99% 97% 90% 88% 88% 86% 82% 68% 48% 52% 52% 52% 52% 52% 53% 51% 51% 47% 50% 55% 59%

Ultra-Deepwater 100% 100% 99% 99% 99% 100% 99% 96% 84% 65% 56% 56% 57% 56% 56% 56% 52% 51% 51% 53% 54% 54%

T o tal Ut ilizat io n 92% 92% 81% 79% 81% 86% 89% 87% 76% 61% 56% 57% 58% 59% 58% 59% 60% 60% 61% 60% 62% 63%
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Offshore Spending Estimated to Settle Around 55-60% of Prior Highs

2019 Offshore Activity Forecast vs. 2012-2014 Averages

Source for all charts: IHS, Wood Mackenzie, Upstream Online, Wells Fargo Securities LLC estimates
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Project FIDs and Cost Deflation On The Rise

Source for all charts: Wood Mackenzie, Wells Fargo Securities, LLC estimates

2015-2017 Total Project FIDs 

2015-2017 Project Capex vs. Ratio of Small & Major Project 
FID Capex / FIDs

2015-2017 Total Project Capex vs. Ratio of Total Project FID 
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SS Tree & FPF Award Expectations Increasing As Orders Begin To Normalize

Source for all charts: Wood Mackenzie, Wells Fargo Securities, LLC estimates

New vs. Prior Subsea Tree Award Forecast

FPF Award Forecast by FPF Type

Annual Tree Awards by Top 8 Operators

New vs. Prior FPF Award Forecast
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Floater Count Suggests Upside To Tree Orders

Source for all charts: Wood Mackenzie, IHS, Wells Fargo Securities, LLC estimates

SS Tree Awards vs. Ratio of Tree Awards/Contracted Floaters

SS Tree Awards vs. Working Development Floaters

SS Tree Awards vs. Ratio of Tree Awards/Working 
Development Floaters

Working Exploration & Development Floaters vs. % 
Development 
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Upside To Forecast Likely To Come From Small Awards

Source for all charts: Wood Mackenzie, Wells Fargo Securities, LLC estimates
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