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In a significant shift in thinking, several economists contacted by CNBC now believe a
rise in US oil prices may not produce very much, if any, drag on U.S. growth. Some
even contend that the nation's new oil-producing prowess make a rise in prices "a
wash" for growth.
This is a complete about-face for old metrics where it was practically automatic
for economists to mark down growth when oil prices rose.
But the rise of the United States to become the world's largest second largest oil
producer has changed the calculus for how rising energy prices affect the economy.
Consumer pain at the pump is now seen as offset to an extent by increases in capital
spending by US oil companies and by gains in the growing number of regions producing energy. And what once would have been a massive surge in the oil trade deficit,
which would subtract from gross domestic product, is now offset to a large degree by
US oil exports.
"We think the effect will round to a wash,'' said Michael Feroli, chief US economist with JP Morgan Chase. "Our prior modeling would likely have produced a slightly
more adverse impact, perhaps annualizing to a quarter point off growth for two consecutive quarters."
Now Feroli sees a roughly 0.2 percent decrease from lower consumer spending
offset by a 0.2 percent gain in capital spending.
To be sure, economists contacted by CNBC said they could not be sure if the
positives would offset the negative at any oil price. A return to prices over $100 a barrel could overwhelm the consumer and exert a strong negative drag on the overall
economy.
In addition, oil has an outsized effect on the US consumer's psyche, beyond the
actual costs. A sustained period of $3 a gallon for gasoline could weigh on confidence
and spending. Finally, there could well be a mismatch in the timing of an offset to lower consumer spending from capital spending so that one quarter shows a drag while
the next one exhibits a boost.
John Ryding of RDQ Economics is not quite ready to say it's a wash, but he offered, "You're not looking at the kind of magnitude that we used to think about oil
prices hurting the US. I think that it's less than a third of the impact that it used to be."
Ryding says the biggest issue will be one of distribution. Higher oil prices amount
to a wealth transfer from consumers to shareholders, and from oil consuming regions
to oil producing regions. But this time, a lot more of the money will stay within American borders with the question of how petrodollars get divided inside the country.

WHAT’S HAPPENING

Page 7

DON’T FORGET!!


Convention is September 18—22 in Evansville Indiana.



June is D&D Appreciation Month!!! Scott Angelle, BSEE Director
will be our speaker.

JP Morgan error
The rethink of the oil price impact is borne of the recent decline in prices in
2014 and 2015 and its failure to boost the economy. JP Morgan in a research note did
what few economists do these days: they went back and looked at their errors.
It found the oil price impact on consumer spending ended up being 0.7 percent
less than what it would have expected and the drag from capital spending was 0.2
percent more. Put simply, lower oil prices added less to consumption and took away
more from investment than the old forecasting metrics would have implied.
Some Federal Reserve officials have learned the lesson. St. Louis Federal Reserve
President James Bullard told CNBC today that the negative consumer effects and the
positive investment effects "more or less washes out."
"This will also encourage US production, and compared to years past, oil prices have a
more neutral effect on the US economy,'' Bullard said. "It used to be a big oil shock
was probably bad news … but now I think it's neutral."
A key to the offset is whether and by how much companies step up to invest.
Many investors and lenders were burned in the last price run up so the sector could
have some difficulty attracting long-term capital. And, productivity continues to improve in the oil sector, meaning fewer rigs are needed to extract the same amount of
oil as even five years ago. Finally, some of that capital equipment will be imported, a
drag on the US trade deficit that will offset at least some of the surge in oil exports.
But that's at the margin of a stark change in the US energy profile. US oil production has surged from a low of 4.6 million barrels a day in 2005 to a new record
high of 10 million barrels a day. It's risen 13 percent in just the past year, following the
price of oil higher.
Importantly for US balance of payments, the result of more US production is a
sharp decline in imports, which have fallen by 42 percent in real dollars since 2005,
while exports are up 318 percent. That is, they have gone from a basically a negligible
amount to a meaningful offset to imports.

SPECIAL EVENTS
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IT’S YOUR BIRTHDAY

A Birthday is a time to reflect

May Birthdays
not pictured:

on the year gone by, but also

Melanie Fead

to set your goals for the up-

Jennifer Accardo

coming year!

Kylie Sellers

May each one of you surpass
your Goals!

Tiffany Fawvor
Delvie Hemphill

Member Spotlight
Keith Emmerson
Born & Raised in Shreveport, LA (Damn Yankee). All my work
experience is within companies that pertain
to the oilfield. I
started with Offshore Energy Services in Oil City, LA right after
graduating high school. While there, I worked in the field as a
laydown operator and in the shop as an assistant shop foreman / tong repair. After two years I was presented with an opportunity at Petroleum Co-Ordinators. In Lafayette to work offshore as a rig clerk (contractor) for Chevron.
After eight years working in an offshore environment with
many great people and working on some great rigs, I received a call from Stone Energy to become a Deepwater Operations Tech. This lined up with my goal to become
an employee of an E&P company instead of working as a contractor. Also, I could be
home every night with my wife of six years, Laura.
Shortly after moving to Lafayette, Laura became pregnant with our first child.
This was after a miscarriage and many different fertility treatments. We had been trying to have a child for about six years. There must have been something in the water.
Olivia Nicole Emerson “ONE” was born January 28, 2015 and it changed our lives. It
got even better with our second child Reid William Emerson who was born February
13, 2018 (MARDI GRAS).
Stone Energy was a great place to work until the downturn. During the first
round of layoffs I was anxious since I was the “new guy”. That’s when an opportunity
within Supply Chain opened for me. I became the Materials Coordinator. I had to
help the new Supply Chain Manager build a new organization within Stone Energy. It
has been a bumpy road from the beginning, but we managed to get the organization
back on track with corporate goals.
During this time is when I was introduced to Desk & Derrick by my co-worker
Samantha Rushlow. I brushed it off time after time until another co-worker Sherri
Bienvenue asked me to come to a meeting. To mess with Sam, I went. I found out
that the D&D Club is a great organization with great members. I look forward to
helping keep the organization moving forward through these tough times and I also
look forward to getting to know everyone.
Thanks,
Keith Emerson

DID YOU KNOW?
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RIG COUNT & THE PRICE OF OIL

61

$71.38

WORD OF THE MONTH

Lugubrious adj. (loo-Goo-bree-us)
Mournful; dismal; gloomy.
Originated early 17th century from Latinlugubris.

WHAT WILL WE LEARN THIS MONTH?
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Mr. Billy Mouton has over 40 years of experience
with LAPL, AAPL,ULL (Management 375) and has been involved
in numerous presentations on mineral law of Louisiana, including
consideration of the mineral servitude as mineral owner and
maintenance of those rights, lease forms, descriptions of lands

leased, lease maintenance, amendments to printed forms by Lessor
and Lessee. His May presentation will present the most important
provisions of the Bath 6 mineral lease. Granting clause, lease
maintenance during and after the Primary Term- delay rentals, operations, unit production, and alteration of the surface use
provisions.

COMMITTEE HIGHLIGHT
Committee: Communication/Training/Education

Chairperson: Sheri Bienvenue
Responsibilities: To promote continuous education and
training by providing at least two educational opportuni-

ties for members during the year. (speakers, seminars,
programs, etc. concerning the petroleum Industry.)
*You keep our Knowledge & Education Growing!*
SHERI—We Appreciate your Efforts.
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Can also be prepared
without the Rum!

