
Investing in Oil, Gas, and 
Other Commodities

What You Need to Know



Not Your Typical Talk

•More discouraging than encouraging.

•Motivation?
• Still empowering.
• A Challenge! Let’s duke it out!
• Avoid pitfalls.
• A case study for other industries?
• It’s just darn fascinating!

•Frameworks and Tools



Kola Superdeep Well ~ 40,230 feet deep!!!!!!!!

Typical Skydive: 
• 13,000 feet altitude
• 1 min. Freefall

This would be ~4 min free fall



6 inch diameter!

1 unit width → 80,000 units 

length

Human Hair: 17 to 181 µm
• 4.5 to 47.8 ft



Sakhalin-I: Over 7 miles horizontal displacement.





Fascinating?

• Market Complexity
• Globally integrated (except for NG)
• Political “Oil Weapon”

• Technological Feats
• Deepest well ever drilled.
• Gamma rays, MRIs, Nuclear Logs, etc.
• Directional drilling.

• Which is why we are never going to run out!!! (next slide)



Don’t speculate on PRICES (running out)

• Never, ever, ever, ever speculate on where global oil or gas prices are going.
• We will never run out:

• Only a fraction recovered from existing projects
• Oil Shale in Colorado
• Oil Sands in Canada and Venezuela
• Methane Hydrates

• Beware sweeping, global narratives
• Thomas Malthus – “The Coal Question”
• Matthew Simons – Twilight In The Desert

• Consumable, non-agriculture commodities.
• Gold – It’s never destroyed, so it doesn’t disappear at some point.
• Agriculture – We have a high level of confidence in our ability to create more.











Stanford Energy Modeling Forum (1980)















If You Insist

• Tendency to underestimate short-term disruptions.
• And how hedging can extend effects.

• Tendency to underestimate long-term equilibrium (i.e. that at some 
point the cost of supply takes over).

• Be wary of global narratives.

• Better odds predicting directional, relative, regional changes.



Quick Primer
•Upstream (aka “Exploration & Production” or “E&P”)

• Drilling, “Fracking”, etc.

•Midstream
• Interstate Pipelines (sometimes more)

•Downstream
• Refineries



Inside the Matrix!!!







Spectrum









www.geoart.com



Shale Revolution





1 - 100 nanometer pore spaces



Google: “Project Rulison”











How To Approach E&P

• Economic Moats
• Is there a reason to believe the company can make money?

• Brands

• Information Advantage
• Is there a reason to believe you can make money?



Reserve Reports
•Not intuitive

•U.S. Rules =/= Canadian Rules

•Price sensitive



E&P Management
• Lore, Mystique, Adventure
• Attracts

• Charlatans
• Ball Chasers (Wildcatters!)
• The Real Deal



Big Picture Ideas

• Basins! – All oil and gas that has been produced and that ever will be 
produced comes from sedimentary basins.
• Possible exception w/ methane hydrates.

• Pipelines

• Stacked pay



Case Studies
• SandRidge Energy

• Midstream liability

• Halcon Resources
• Great jockey, bad horse/track

• Stone Energy
• Hard truths

• Bellatrix Energy
• Stacked pay example

• Range Resources
• Blessing and Curse of Abundance









General Commodity Takeaways



Questions

don@deepdrillinginsights.com

mailto:don@deepdrillinginsights.com


Information Resources

• Energy Information Administration (www.eia.gov)

• RBN Energy Blog 
• [disclaimer: I’m a contributor]

• Interesting Note: Qualitative over Quantitative

• Always across time.
• This is an industry subject to hype and optimism. It’s a mix: Both hype and 

authentic advances.

• “Oil exists in the minds of men.”

• Think like a detective
• Triangulate / Build a case from multiple sources (e.g. promo press release)

http://www.eia.gov/


Books

• Markets
• Oil 101

• The Domino Effect

• History
• The Prize

• The Quest

• The Oil and The Glory

• E&P
• The American Shales

• Something From Nothing



Environmental
&

Safety Concerns







Well Logging



Well Logging

Resistivity
Gamma Ray
Gamma-Gamma (Gamma Absorption)
Neutron Logs
Sonic Porosity
Nuclear Magnetic Resonance (NMR)









Neutron Porosity Logs

Epithermal neutrons, Thermal 
neutrons, and Gamma rays 
released from capture.








