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Oil: What’s a Reasonable Price

Keith King

Since the summer of 2014 we have seen a dramatic drop in the price of oil – from over $100 a barrel to less than
$50 a barrel in the first quarter of 2015. Many speculate the price will drop further while others see oil at $90 to
$100 barrel in 12 to 18 months. By examining the fundamental drivers of oil price, this presentation draws the
following conclusions. 1) The world is not significantly oversupplied in oil as many claim. 2) The price drop is the
result of OPEC attempting to re-gain market share. 3) Drilling and production decline lag six months and longer
behind price stimulus. 4) Natural decline in the world’s oil fields and demand growth need new supplies. 5) Recent
prices are far below cost of supply required for these new supplies.
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