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The global energy map 
is being redrawn, thanks 
to the discovery of vast 
reserves of shale oil and 
natural gas in the United 
States. 
American energy 
independence may 
actually become a 
reality in the years 
ahead. The International 
Energy Agency (IEA) has 
projected that by 2020, 
the U.S. could become 
the biggest producer 
of oil, overtaking Saudi 
Arabia.
 

KEY TAKEAWAY

America’s dependence on oil is well-known. 
Beginning in the late 1950s, the U.S.’ hunger 
for energy was fueled in part by gas-guzzling 
sedans, and then SUVs. No wonder, the once 
energy-sufficient nation has become a net 
importer of oil, natural gas, and coal. 

Currently, the world’s biggest oil consumer 
gobbles up no less than 19 million barrels of 
oil a day, which translates to about a fifth of 
global energy consumption. Though China 
has overtaken America in overall energy 
consumption, per capita energy usage by 
individuals in the U.S. is much higher than that 
of their Chinese counterparts.

Due to its reliance on foreign oil from 
regions as far as the Middle East, the United 
States has often had to play the role of the 
policeman to ensure its safe passage. So, until 
recently, the lofty idea of America’s energy 
independence remained a topic of political 
rhetoric.

The idea now seems to be gathering pace, 
thanks to the humble shale rock that has 
proved to be rich in repositories of oil and 
natural gas. The International Energy Agency 
(IEA) has projected that by 2020, the U.S. 
could become the biggest producer of 
oil, overtaking Saudi Arabia. The IEA, the 
OPEC, and the U.S. Energy Information 
Administration have all forecast a sharp 
increase in domestic oil production. 

According to a Wall Street Journal report, 
U.S. oil production is estimated to reach 11.1 
million barrels a day by 2020, with natural gas 
displacing oil as the single largest fuel in the 
domestic market by 2030.  

U.S.: Oil impOrter tO energy independent?
What the shale boom means to the American economy and the world

AMERICA’S CURRENT ENERGY MIX  
Natural gas may become the most widely used fuel by 2030

Renewables 9%

Natural Gas 26%

Coal 20%

Petroleum 37%

Nuclear Power 8%

Source: U.S. Energy Information Administration 

Source: U.S. Energy Information Administration

THE U.S.’ OIL IMPORTS ARE IN A DOWNTREND 
The fall has coincided with the shale boom

U.S. OIL IMPORTS OVER THE YEARS, IN MILLION BARRELS PER DAY

2006 2008 2010 2012

10.1 9.7 9.2 8.4



312-663-8300  |  www.thomaswhite.com 

DEVELOPED MARKET INDUSTRY TREND | JUNE 2013

The shale boom in America, which has led 
to a natural gas glut in the global market, is 
likely to affect Russia and its flagship state-
run gas exporter, Gazprom, which gets 40% 
of its revenues from Europe. The practice of 
selling gas to the whole of Europe at prices 
locked in fixed long-term contracts could 
soon become a thing of the past. If oil prices 
stumble and America gets flooded with 
shale gas, Russia as well as the oil producers’ 
cartel, the Organization of Petroleum 
Exporting Countries (OPEC), should feel the 
heat as they lose the competitive edge in a 
changed global energy scene.

America’s neighbors such as Mexico, 
Canada, and Venezuela, which account 
for about 60% of the U.S. crude oil imports, 
are expected to feel the pinch more. As 
the status of America changes from oil 
importer to energy-independent, the output 
from these relatively big oil producers is 
likely to take a detour to flood the global 
energy market. Particularly hard-hit may be 
Canada’s oil sands industry, which made 
its name by digging sands for oil and then 
processing it into light crude oil ready to be 
supplied to refineries.  

The shale boom could even redefine the U.S.-
China ties as an energy-sufficient America 
need not compete with China to look for oil 
elsewhere. Moreover, oil importers such as 
India and Japan should get a boost to their 
GDP as lower oil prices will leave more cash 
with consumers for discretionary spending.

OIL EXPORTERS ARE FEELING THE HEAT

The shale boom in 
America has led to 
a natural gas glut in 
the global market. If 
oil prices stumble and 
America gets flooded 
with shale gas, Russia’s 
flagship state-run gas 
exporter Gazprom and 
the Organization of 
Petroleum Exporting 
Countries (OPEC) should 
feel the heat as they lose 
the competitive edge 
in a changed global 
energy scene.
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Sources: U.S. Energy Information Administration  
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SCENE OF ACTION                                           
Shale beds are spread across states 

Haynessville (LA and TX) 6.2 bcf/d

Marcellus (PA and WV) 7.81 bcf/d

Eagle Ford 2.21 (TX) bcf/d

Barnett (TX) 4.56 bcf/d

Fayettville (AR) 2.83 bcf/d

Woodford (OK)1.07 bcf/d Bakken (ND) 0.58 bcf/d

Antrim (MI, IN, and OH) 0.27 bcf/d

Others 1.37 bcf/d
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The biggest beneficiary 
of the shale oil and gas 
boom is, in fact, America 
itself, be it the millions 
of jobs created, cheap 
electricity, and defunct 
factories humming back 
to life again. Significantly, 
more jobs are created 
in sectors outside 
the mining sector, 
an indicator of the 
widespread impact of 
the economic bonanza. 

KEY TAKEAWAY

THE SHALE BOOM HAS GIVEN A BOOST 
TO MANUFACTURING, CREATED JOBS

The biggest beneficiary of the shale oil and 
gas boom is, in fact, America itself, be it 
the millions of new jobs created, cheap 
electricity, or defunct factories humming 
back to life again.

The glut of natural gas has led to a slump in 
U.S. prices — $3.40 per million British thermal 
units compared to $12 in Europe and as 
high as $20 per mBTU in Asia, as of March 
2013. Current American laws prohibit energy 
exports, which has also helped to keep gas 
prices low. Cheap gas has meant inexpensive 
electricity as power plants have started using 
natural gas to produce power instead of 
higher polluting coal.

According to The Economist, the steel--
producing region of Pittsburgh has benefited 
immensely from Marcellus shale — considered 
to be the largest gas field in the country.   
Many steel mills that had closed down in the 
1980s have started functioning again, thanks 
to the availability of cheap power. 

In short, the shale bed and supporting local 
industries have helped create about 100,000 
jobs in Pennsylvania, not to mention hundreds 
of additional employment opportunities. 
Besides steel manufacturing, a host of other 
industries such as petrochemicals that 
use ethane made from natural gas as an 
ingredient are benefiting indirectly from the 
shale gas boom.

In fact, an IHS study reported that the boom 
in shale oil and gas created about 1.7 
million jobs, contributed $62 billion to state 
coffers by way of taxes, and generated 
economic activity worth $238 billion last 
year. Alongside, the U.S. labor market has 
been showing signs of improving, with the 
February unemployment rate coming down 
to its lowest level since the end of 2008, while 
output growth in the manufacturing and 
services sectors has remained buoyant.

Cheap energy has fueled talks about a 
manufacturing renaissance in the U.S. even 
as ‘Made in China’ goods seem to have lost 
some of their luster due to pricier Chinese 
labor and a spike in ocean transportation 
costs.

SHALE GAS PRODUCTION IS IN AN UPTREND  
Shale gas’ share in U.S. natural gas output has jumped
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*Volume of shale gas output in Billion Cubic Feet; Source: U.S. Energy Information Administration 

NATURAL GAS PRICES1 HAVE PLUMMETED                                       
Price decline due to supply glut, slow demand growth
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1Henry Hub Natural Gas Spot Prices; Sources: The Economist, U.S. Energy Information Administration 

EMPLOYMENT HAS RECEIVED A BIG BOOST             
Several sectors have got a share of the jobs pie

Services 45%

Retail and wholesale trade 12%

Mining 10%

Manufacturing 14%

Transportation/Utilities 7%

Construction 11%

Agriculture 1%

Government 1%

Source: IHS Global Insight 
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The India Connection 
— Guar, a modest hard 
bean grown mostly in 
India, is an essential 
ingredient in the making 
of fracturing fluids, thanks 
to its ability to stiffen 
water used for drilling 
shale rocks. Talk about a 
globalized world!
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THE WORLD HAS SHRUNK — OTHER 
ECONOMIES ARE BENEFITING TOO

Add quality issues and lower power bills to 
this equation and the case for bringing work 
back to America looks like an attractive 
proposition now. General Electric, which 
partially moved its white goods production 
line from Mexico and China to Kentucky, 
and Chinese computer maker Lenovo, which 
plans to shift some of its manufacturing to 
North Carolina, could not agree more.

Guar, a bean chiefly grown in Indian states 
such as Haryana and Rajasthan, has literally 
gone places as the gum extracted from 
the seed is an essential ingredient in the 
“fracking” mixture used to drill shale rocks. 
The astronomical increase in the price of the 
commodity last year — about 139% — attests 
to the huge demand from the booming U.S. 
shale gas industry. Guar gum exports have 
changed the lives of hundreds of Indian 
farmers across its villages, which account for 
85% of the global guar production. Though 
uncertainty clouds the future of guar as U.S. 
firms look for cheaper alternatives, Indian 
farmers seem to be making the most of the 
bonanza now.

While no one can deny the fact that the 
U.S. economy has benefited immensely 
from the shale boom, the question now is 
whether the benefits outweigh the concerns 
regarding the process of “fracking,” the 
hydraulic technique for extracting natural 
gas from shale oil beds. The objections are 
manifold, from the excessive water usage 
involved in the fracking process to the release 
of methane, a greenhouse gas, during 
production. An IEA estimate says shale-gas 
production emits 3.5% more methane than 
conventional gas extraction.

Hopefully, the safety and pollution aspects 
of the issue will receive greater attention 
with the involvement of bigger and well-
established firms in shale gas exploration. And 
as a positive offshoot, the success of fracking 
has helped reduce greenhouse gas emissions 
in the U.S. to the lowest levels since 1992 as 
clean natural gas is increasingly replacing 
coal as the leading source of electricity.

BENEFITS OUTWEIGH CONCERNS?
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INDIA’S GUAR GUM EXPORTS HAVE RISEN   
Guar is an essential ingredient in the “fracking” mixture
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U.S. VS. OTHERS, IN SHALE GAS PRODUCTION 
America has the edge due to several factors 

WELL-DEVELOPED SYSTEM  
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SHALE: ADVANTAGES VS. DISADVANTAGES      
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What is remarkable 
about the shale oil 
spurt in the U.S. is that 
the exploration is being 
spearheaded by small 
and medium-sized 
domestic companies 
that have shown a 
higher appetite for risk 
taking. Not to be left 
behind, deep-pocketed 
foreign companies have 
also entered the fray as 
natural resources run dry 
elsewhere in the world.  

KEY TAKEAWAY

Sources: Reuters, The Wall Street Journal, The Financial Times

SOME DOMESTIC PLAYERS INVOLVED IN SHALE GAS EXPLORATION

COMPANY BUSINESS SHALE OPERATIONS

Chesapeake 
Energy 

Exploration and production of natural gas 
and oil

The company owns leading positions in Eagle Ford, Utica, 
and other unconventional liquids plays, as well as in the 
Marcellus and Barnett unconventional natural gas shale 
plays

Exxon Mobil The biggest U.S. oil producer 
The oil major acquired Canada’s Celtic Exploration to gain 
access to shale oil and gas properties in British Columbia 
and Alberta

Anadarko 
Petroleum

Independent oil exploration and production 
company

The Eagle Ford formation in South Texas is its main 
exploration area. The firm acquired rights for six shale wells 
in Utica in October 2011

Apache Corp. Exploration and production of natural gas, 
crude oil, and natural gas liquids 

The company’s main exploration areas are the Liard Basin 
Gas Shale in British Columbia and the Vaca Muerta (Dead 
Cow) Shale in Argentina

Hess Corp.
Energy company which operates in 
exploration and production as well as 
marketing and refining segments

The company acquired Marquetta Exploration LLC for $750 
million and also signed a 50% JV with CONSOL Energy to 
develop its shale assets in Utica

SOME FOREIGN PLAYERS INVOLVED IN SHALE GAS EXPLORATION

COMPANY BUSINESS COUNTRY OF LISTING SHALE OPERATIONS

BHP Billiton Iron ore mining Australia

The global mining company acquired Texas independent 
shale company PetroHawk Energy in 2011. The Eagle 
Ford shale formation and frontier Permian Basin are the 
company’s main operations

Petronas Oil explorer and 
producer Malaysia This Malaysian firm acquired Progress Energy of Canada to 

gain access to vast reserves of shale oil and natural gas

Indian Oil Corp., 
Oil India Ltd.

Oil refining and 
marketing India

These state-run Indian firms jointly bought a 30% stake in 
Houston-based Carrizo Oil & Gas’s Niobrara shale asset in 
Colorado in October 2012

Reliance 
Industries Ltd.

Petrochemicals, oil 
and gas refining India India’s largest listed company has stakes in three shale gas 

joint ventures in America

Total S.A.
Exploration and 
production  of oil & 
gas and LNG

France The French company is in a joint venture with Chesapeake 
Energy and EnerVest to invest in Ohio’s Utica shale

Sinopec Oil refiner China The Chinese oil firm has struck a deal with Devon Energy to 
invest in five shale fields in the U.S.
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Thomas White International manages in excess of $2.1 billion in assets across multiple global, 
international and domestic equity mandates. The diverse client base spans public, corporate, 
endowment, Taft-Hartley, and separately managed account platforms.

Research is the heart of our company. At Thomas White, we believe that original research is the 
surest path to superior portfolio performance. That is why our disciplined investment process is 
supported solely by our in-house research.

Our investment process differs from the crowd. Our labor-intensive approach to valuing common 
stocks combines the patient collection of data, and the execution of thorough historical studies, 
with the application of fundamental securities analysis. These guidelines provide an investment 
framework, which is used in the process of determining a company’s current business worth. Valuing 
global stocks in nearly 50 countries, this industry-based stock selection process employs tailor-made 
valuation frameworks refined and tested over the 40-year history of the Thomas White organization 
and its predecessors.

Our veteran analysts, most with PhDs, on average have more than sixteen years of experience 
working together as a team. Our proprietary research is generated by our professionals, both in 
Chicago and in our Asia office in Bangalore, India, who have spent their entire careers at  
Thomas White.

Our investment approach seeks to benefit from buying undervalued stocks and selling them when 
they return to fair value. Our analysts find that investors tend to overvalue a company against its 
industry peers when the intermediate business environment is favorable, producing strong earnings 
growth and then undervalue a company when the environment depresses its business outlook. This 
pattern is a reflection of human behavior - it occurs in every industry and country around the world. 
It is this phenomenon that explains a stock’s wide price swings above and below its intrinsic value  
as a business.
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“ Our strategy is to 
seek smoother, more 
consistent returns by 
stressing excellent 
local stock selection as 
opposed to betting on 
major country and  
sector moves.  
 
To succeed in this 
approach, we have 
built an exceptional 
global research team 
that uses our proprietary 
techniques to identify 
the most attractive 
stocks in each of the 
major regions of the 
world. This in effect is 
our trump card.” 

   —  Thomas S. White, Jr., 
Portfolio Manager
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