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Nutwood 

Oil prices: how low is too low? And how long will it last?––Perry Sioshansi’s Letter 

from America 

The plunge in oil prices is having significant implications across the global energy sector. 

When oil prices were hovering above $100/ barrel, everyone wanted to know how much higher they might go. Now 

with the recent plunge in prices and OPEC’s inability 

or unwillingness to cut back production to stabilise 

the falling price, everyone wants to know how much 

lower can it fall, and equally important, how long will 

it last? 

There is no shortage of speculation on either 

question. One expert, Fereidun Fesharaki of Facts 

Global Energy, thinks prices will hit $55 and said that 

$100/ barrel for oil will not be seen for at least a 

decade. That, if true, will not be good news for 

virtually all expensive exploration and production 

projects currently in the pipeline based on the 

promise of $100 or higher oil price. Nor are low oil 

prices good for shale gas production, renewable 

technologies or electric vehicles.   

“Some US producers can produce at $30/ barrel oil 

and some need $80. So in between we believe prices will go down to somewhere between $45 and $55/ barrel and at 

that level all the growth in US production will die and some of the declining fields will not be replaced,” Fesharaki was 

quoted in the Australian Financial Review in 

early December 2014.  

A lot, of course, hinges on how low the 

price goes and for how long it stays low. 

Lower prices will clearly have an impact on 

high cost production, whether in the US or 

overseas. The impact of the low price, if it 

persists, on US shale gas and oil production 

is also subject of much speculation.  

US oil production has increased significantly 

over the past five years as illustrated in 

graph on the right, reaching 9mn barrels/ 

day. No doubt, the growth of US 

production as well as sources outside OPEC 

coupled with the weaker than expected demand following the 2008 global financial crisis, led to the recent price plunge.  

At the current or possibly lower prices, many of the high cost marginal producers will cut back. At the same time, lower 

prices are likely to spur demand growth and––who knows––may result in economic recovery in the Eurozone and 

other global markets. Sooner or later, those counterweighting forces will result in stable and eventually rising prices. 

Fesharaki says don’t expect $100 oil for at least a decade. He may be right, or he may be wrong. Your guess is probably 

as good as his.  

Perry Sioshansi is a specialist in electricity sector restructuring. He is founder and president of Menlo 

Energy Economics and is the editor and publisher of EEnergy Informer, from which we have sourced this 

article, and which we commend.   
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Brent crude oil’s price drop in 2014, USD/ barrel 

  

US oil production: will it keep rising at prevailing prices 

Crude oil production at select formations (April 2010-April 2014) 

 

 


