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The shale oil and gas industry
faced anuncertain future long be-
fore oilmarkets crashed thisweek
as burgeoning supplies, lacklus-
ter prices, dwindling capital and
increasing competition from re-
newable energy squeezed profits,
cut employment and pushed
some companies into bankrupt-
cy.

The dramatic plunge of crude
to around $30 a barrel — half the
price at the beginning of year — is
likely to accelerate those trends,
forcing more layoffs and bank-
ruptcies and delivering another
blow to the Houston economy. As
with the last oil bust, which
stretched from 2014 to 2016, only
the strongest, best financed and
most efficient companies will sur-

vive if prices remain depressed
over a long period, analysts said,
again reshaping the industry into
one that is smaller, leanerandem-
ploying far fewer workers.

“We will see a lot of defaults
and Chapter 11 bankruptcies. That
will be inevitable at $30 a barrel,”
said Alexandre Ramos-Peon, a se-
nior shale analystwithNorwegian
research firm Rystad Energy. “It’s
going to be tough times.”

The cause of these tough times
is a price war between Russia and
Saudi Arabia that threatens to
flood the global market with
cheap crude, just as demand is
weakening amid a economic
slowdowncausedby the novel co-
ronavirus. Oil prices on Monday
suffered their biggest one-day

Shale continues on A10

Would
shale
survive
a bust?
Without oil recovery,
Houston area could
lose up to 20K jobs
By Paul Takahashi
STAFF WRITER

While many shale
companies can turn a
profit with oil between $50
and $60 per barrel, few
can survive at $30 without
drastic cuts to production
and staff.

conservation efforts pulled the
whooping crane back from the
brink. The whooping crane has
since become an international
draw between November and
March, when the bird winters in
Texas. In addition to a festival that
draws nearly 1,000 people each
year, there are independent bird-
ers who travel from thousands of
miles away to set eyes upon this

ARANSASCOUNTY—Leeryof a
small crowd of observers, a
whooping crane extends her
wings, then her mate does the

same. The effect at 30 yards
swarms the senses: 7 feet of bright
whitewingspanunfurls like abed-
sheet blowing from a clothesline
— times two. The birds take flight
with a visceral whoosh.

These are quintessential rara
avis, rare birds, two in a flock of
around 500. Eighty years ago,
these very vocal birds nearly
whispered their way to extinc-
tion, numbering about 15 before

Godofredo A.
Vásquez / Staff
photographer

A pair of
whooping
cranes wade
through a salt
marsh while
on the
lookout for a
meal of crabs
near the St.
Charles Bay
in Rockport.

Whooping cranes set to soar home
Birds, nature tourism
are key to South Texas
2½ years after Harvey

By Andrew Dansby
STAFF WRITER

Cranes continues on A19

With last week’s new certain-
ty that the novel coronavirus is
loose and being transmitted in
Houston, the region’s medical
providers are bracing for the
current handful of known cases
to blaze into an outbreak like
nothing in modern memory.

“We had been saying, ‘It’s
not amatter of if, it’s amatter of
when,’ ” said Umair Shah, exec-
utive director of Harris County
Public Health. “That’s not the
case anymore. It’s now.”

By shutting down events and
closing schools, officials aim to
“flatten the curve” — to stop too
many people from getting sick
at the same time and over-
whelming the region’shospitals
and medical providers.

CORONAVIRUS OUTBREAK

Hospitals prepare for surge
asmore cases spread locally

Elizabeth Conley / Staff photographer

Danny Chang, a Houston Methodist tech analyst, sets up computers on wheels for a special wing at the hospital’s Katy campus.

‘ASSUME THE WORST’:
With likely strain on
infrastructure, TMC
to raise bed count

By Lisa Gray
STAFF WRITER

Hospitals continues on A9

Staff graphic

Houston-area cases
of coronavirus

Sources: Houston, Harris, Fort Bend,
Brazoria, Montgomery and Galveston
County health agencies

Fort Bend
County: 9

Galveston
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Montgomery
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Harris
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Houston: 5

Brazoria
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Health officials tied at least
two new coronavirus cases to
more RodeoHouston attendees
on Saturday, as the Patton Vil-
lage police officer who became
the first-known case of commu-
nity spread locally after attend-
ing the cookoff remained in crit-
ical condition.

Houston officials stood by
their decision to allow the rodeo
to hold events for 14 days before
shuttering itWednesday, even as
they saymore yet-to-be detected
cases may have spread there.
Mayor Sylvester Turner said he
heeded the advice ofmedical ex-
perts in making the call. They
did so when the city had a con-

‘JUST PRAY AND WAIT’:
Patton Village cop
seriously ill; 2 test
positive in Brazoria

By Zach Despart,
Dylan McGuinness
and Emily Foxhall
STAFF WRITERS

Brazoria continues on A10

Coronavirus at a glance

156,169
Confirmed cases

worldwide

2,726
Confirmed

cases in U.S.

59*
Confirmed

cases in Texas

5,830
Deaths worldwide

58
Deaths in U.S.

0
Deaths in Texas

* 11 additional cases were repatriated to Lackland Air Force Base
in San Antonio

Source: WHO, CDC, Johns Hopkins University
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decline since the first Gulf War al-
most 30 years ago, plunging 25
percent to settle in New York at
$31.13 per barrel, the lowest price
since the last oil bust hit bottom in
early 2016. Prices have remained
in the low $30s since.

Oil settledFridayat $31.73abar-
rel.

U.S. shale companies will likely
bear the brunt of the fallout.
While many shale companies can
turn a profit with oil between $50
and $60 per barrel, few can sur-
vive at $30 without drastic cuts to
production and staff. If oil prices
stay in the $30 a barrel range this
year, as many as 20,000 energy
jobs could be lost in the Houston
area alone, according to Bill Gil-
mer, an economist with the Uni-
versity of Houston.

Energy companies have al-
ready begun to slash spending in
response to the crash. Apache
Corp., Devon Energy, Marathon
Oil, Noble Energy and Occidental
Petroleum this week reduced
their capital budgets by about a
third, each cutting at least $500
million from funds used for oil ex-
ploration and production across
West Texas, NewMexico, Oklaho-
ma and Wyoming. West Texas
producers Diamondback Energy
and Parsley Energy began idling
oil rigs and laying off fracking
crews.

The full impact of the oil price
crash will play out slowly, since
about about 60 percent of oil pro-
duction from U.S. public shale
companies is hedged, meaning
they have locked in higher oil
prices for a period of time as a
form of insurance.

Rystad forecasts shale oil pro-
duction will start dropping signif-
icantly as early as May when con-
tracts locking in the higher prices
expire. At $30 a barrel, the num-
ber of profitable wells plunges by
70 percent; at $25, it’s an 85 per-
cent drop.

Enverus, an Austin energy re-
search firm, forecasts oil prices to
hold around $30 a barrel for the
rest of the year, perhaps dropping
into the $20 range. If the Organi-
zationof thePetroleumExporting
Countries is able to bring Russia
and Saudi Arabia back to the table
and health officials are able to
contain the coronavirus pandem-
ic, oil prices could rebound into
the $50 to $60 range in 2021 or
2022. Shale drillers are unlikely to
see prices in the $60 to $70 range
before 2023.

“There’s no question our in-
dustry is challenged right now,”
said Mike Sommers, chief execu-
tive of the American Petroleum

Institute, which represents more
than 600member energy compa-
nies. “We’re going to be in for
some choppiness.”

Short lifespans for wells
George P. Mitchell pioneered

modern shale drilling, which
combined the decades-old tech-
nologies of hydraulic fracturing,
or fracking, and horizontal dril-
ling to crack open shale rock and
tap into previously inaccessible
reservoirs of crude and natural
gas.

The shale revolution, which
kicked off in 2006 with natural
gas and later shifted to crudeoil in
2010, propelled the United States
into the world’s top producer and
a net exporter of oil and gas,
weaning the country from its de-
pendence on foreign oil. Shale
drilling represents about 60 to 70
percent of U.S. oil production, av-
eraging about 13 million barrels a
day.

The average oil well in the
Permian Basin, one of the most
productive shale plays, costs be-
tween $4million and $8million to
develop, and can start producing
oil in three to six months. Shale
wells, however, have a short life-
span, producing 60 percent of
their total production in the first
year.

That means that shale oil com-
panies must drill — and spend —
frequently to maintain their out-

put, a prospect that is becoming
moredauntingasmanyof the top-
producing shale formations have
been tapped, leaving less produc-
tive oil fields to be developed.

Shale oil’s trajectory couldmir-
ror that of natural gas, said Berna-
dette Johnson, vice president of
strategic analytics for Enverus.
The Barnett Shale in North Texas
once had more than a thousand
natural gas rigs when gas prices
ranged from $8 to $13 per million
British thermal units before the
shale revolution in 2008 un-
locked vast reserves of natural gas
in cheaper-to-drill shale forma-
tions such as the Utica and Mar-
cellus in Ohio and Haynesville in
Arkansas. Abundant supplies of
natural gas have pushed prices
below $2 per mmBtu, leaving just
one rig in the more expensive-to-
drill Barnett Shale.

“U.S. shale plays are the high-
dollar cost plays across the globe
for oil,” said Ed Hirs, an energy
economist at the University of
Houston. “In the commodities
business, youdon’twant to be the
high-cost producer.”

High costs
The break-even point for the

most efficient shale producers is
around $45 in the Permian Basin.
Russian oil companies, in com-
parison, can still make money
with prices in the $15 to $20 a bar-
rel range, and Saudis can make

money at around $25 a barrel, ac-
cording to analysts.

Recent history shows the vul-
nerability of high-cost producers.
Oil prices tanked in late 2014 after
OPEC failed to agree on produc-
tion cuts amid an oil glut, created
in large part by the booming U.S.
shale production. Oil plunged to a
low of about $26 per barrel in
2016, down from more than $100
a barrel in mid-2014.

More than 250U.S. exploration
and service firms filed for bank-
ruptcy, and nearly 100,000 ener-
gy workers in Houston lost jobs.
Companies, which lost about
$250 billion in stock market val-
ue, have recovered only about
half of the jobs lost during that
downturn. The rig count — cur-
rently at 820 — is lower than its
previous peak of more than
2,000.

Formost of 2019, oil prices hov-
eredbetween$50and$60, barely
profitable for many shale drillers.
Enverus expected oil prices in the
$50 to $60 range this year, but
then oil prices crashed.

Markets cratered after OPEC
and its allies failed to strike a deal
this month with Russia to lower
production. Russia said its com-
panieswere free topumpasmuch
oil as they wanted. Saudi Arabia
responded by pledging to ramp
up production to 12.5 million bar-
rels. Deutsche Bank forecasts that
crude production will exceed de-

mand by 1.7 million barrels a day,
adding to the oil glut.

At the same time, thenewcoro-
navirus, which causes a respirato-
ry disease called COVID-19, has
upended daily life in much of the
world, threatening to drag down
theglobal economy.Thepandem-
ic has sickened more than
156,000 people and killed more
than 5,800 in at least 111 countries.
It has led to cancellations of
sports leagues and major events
and steep declines in stock mar-
kets around the world.

The International Energy
Agency forecasts oil demand this
yearwill fall for the first time since
2009, the bottomof the last reces-
sion, by 1.1million barrels per day.

On their own
During previous energy down-

turns, oil and gas companieswere
able to rely on new lines of credit
from Wall Street to fund explora-
tion and production. But after
years of disappointing returns
and growing public sentiment
against oil and gas companies, in-
vestorshave souredon theenergy
sector.

The S&P 500 Energy Index on
Thursday fell to its lowest level in
16 years.

“The energy sector has been a
monstrous laggard in the stock
market for quite a while now,”
saidFredZeidmanwith theGordi-
an Group, an independent invest-
ment bank specializing in distres-
sed companies. “Wall Street has
gone on to greener pastures.”

Oil and gas companies must
now fund exploration and pay
back its debts from cash generat-
ed from operations. But after oil
markets cratered last week, reve-
nues are certain to fall.

“There’s going to be an awful
lot of companies seeking bank-
ruptcy protection,” said Mike
O’Leary, a partner with Houston
law firm Hunton Andrews Kurth.
“Companies have a lot more debt
than they can afford, and now
cash flow is cut in half. Many of
them are out over their skis.”

Despite the turmoil, the U.S.
shale sector is expected to survive
the latest bust as demand for oil is
still growing long term, said John-
son, the Enverus analyst. Consoli-
dation and bankruptcy can be
good for the industry, culling
weak players from the herd and
pooling resources among the
stronger remaining players, she
said.

“U.S. shale is going to take a hit
this year,” Johnson said. “Is it sig-
nificant? Definitely. But it’s not
the end of the world, and it’s not
the end of shale.”

paul.takahashi@chron.com
twitter.com/paultakahashi
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Herbert Erwin rides past the rig on his land last April in St. Francisville, La., which is located in
the Austin Chalk shale play. With oil around $30 a barrel, shale producers can’t break even.

firmed case of community spread,
where a resident caught the virus
locally, as opposed to while travel-
ing.

That confirmation came Wed-
nesday, when a Montgomery
Countymanwho had attended the
barbecue cookoff tested positive.
Within hours, the city announced
the rodeo would close.

“We moved quickly based upon
the facts and the medical advice
and the science thatwas presented
to us,” Turner said.

Medical experts described that
course of action as prudent. Harris
CountyPublicHealthExecutiveDi-
rector Dr. Umair Shah described
the initial rodeo case as a mile-
stone for the new coronavirus in
Houston.

“With that Montgomery case,
there was no link to a confirmed
case and no link to travel,” Shah
said. “Nowour concernwas ‘is this
the beginning of community
spread?’ That’swhen the emergen-
cy declaration started.”

The Houston area had 27 con-
firmed cases of coronavirus on Sat-
urday, including a new case in
Houston involving aman in his 50s
who had traveled internationally
and a woman in Montgomery
County. A shortage of tests means
this figure could represent only a
fraction of people who are ill with
the virus here.

Theman in his 40swho became
the first rodeo-related case, a Pat-
tonVillage police officer, remained
in critical condition Saturday eve-
ning.

For several days, that officer has
been unconscious in the hospital,
Patton Village Police Chief Shan-
non Sharp said, while the public
haspointed fingers andpressed for
more informationonwherehewas
before he was sick, including his
exact contacts during the rodeo
cookoff that he attended Feb. 28.

“We’re all scared for him,”
Sharp said by phone Saturday.
“We’re praying for the best.”

Pressure has increased around
trying to figure out what tent the
officer visited at the rodeo — but
Harris County Judge Lina Hidalgo

said Thursday that she did not
know.

He’s not alone in facing the stig-
ma, as concerned people across

the area have tried to figure out
who is sick and where they’ve
been, with government agencies
releasing little information and
urging general caution.

Many with mild symptoms re-
cover. Even thoughhe is youngand
was in good health previously, the
officer’s situation worsened. In
their last communication, Sharp
said, the officer told him he was
nervous — as anyone would be.

“Literally all any of us can do,”
Sharp said, “is just pray and wait.”

Brazoria County reported its
first two cases Saturday, both of
which health officials believe were
contracted at the rodeo.

Both patients, between the ages
of 35 and 45, attended the barbe-
cue cookoff and other events, said
Sharon Trower, spokeswoman for
Brazoria County Judge L.M. “Matt”
Sebesta Jr.

Investigators are working to
learn more details about those
events andwithwhom thepatients

may have come into contact. The
pair live together and are now
quarantined in an Alvin-area
home. They self-reported and
were tested at a Harris County
emergency room, Trower said.

Harris County officials expect
an increase in confirmed cases in
coming days as the coronavirus
spreads through the community
and more tests become available.
Turner said that on a conference
call, Seattle Mayor Jenny Durkan
explained the issues city officials
encountered in responding to the
outbreak there. Turner vowed to
stay ahead of the virus’s spread
here.

Hidalgo said the coming week
“is really a turning point” for the
region, dependent upon how
many residents heed the govern-
ment’s warnings to avoid crowds
and unnecessary gatherings of any
kind.

“It can put us in a very bad or
very good position,” Hidalgo said.
“That all depends on the commu-
nity.”

Drive-thru testing will be avail-
able sometime this week, though
it’s not yet clear howmany such fa-
cilities will open.

The Federal Emergency Man-
agement Agency will also bring
one or two mobile testing centers
to the region, Turner told the
Chronicle. That follows President
Donald Trump’s declaration Fri-
day of a national emergency.

“People can take some added
comfort that now our federal part-
ners are on board,” Turner said.
“We will get through this.”

zach.despart@chron.com
dylan.mcguinness@chron.com
emily.foxhall@chron.com
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People leave the Houston Livestock Show and Rodeo after its cancellation was announced due to
concerns about COVID-19 onWednesday. Officials have tied two more cases to the rodeo cookoff.

Jason Fochtman / Staff file photo

The man in his 40s who became the first rodeo-related case, a
Patton Village police officer, was in critical condition Saturday.

“People can take some
added comfort that now
our federal partners are
on board. We will get

through this.”
Mayor Sylvester Turner


