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OFS Bits 3.17

Another Way To Look At U.S. Spending Up 45% in 2022 Y/Y

Quick Take: After almost universal pushback to our ~45% y/y U.S. spending 

growth in 2022 y/y thesis initially, now some investors and companies are 

beginning to agree, though far from being consensus. In this note, we have tried yet 

another way (after public E&P capex and drilled/completed wells datapoints) to look 

at our spending assumption for 2022 analyzing wells drilled/completed and well 

costs by basins and inflation. We still see at least ~45% up spending y/y in 2022, if 

not more. HAL and TS are top picks and we also like PTEN. Omnicron and faster 

than expected OPEC production increase (400K/M) are main risks. 

Building Blocks Of Lower 48 Spending Up ~45% in 2022 Y/Y

We expect average U.S. land rig count of 639 in 2022, 35% higher vs. ~475 in 

2021. U.S. land rig count is ~560 presently. Our recent conversations with PTEN, 

WHD and HP suggest visibility of ~50 rigs increase in 1Q22. OFS pricing should be 

up at least ~10%, which admittedly is conservative, and could be close to 20%.

Scenario For Y/Y Lower 48 Spending Increases In 2022

We have tried to estimate 2021 capex spending for Lower 48 and scenarios for 

2022 spending based on rigs/drilling days/well costs. The magnitude of well 

completed vs. drilled in 2021 is a major swing factor. We estimate completed wells 

~7% more than drilled in 2021. We looked at 30 public E&P companies for wells 

completed vs. drilled data for 9M21 (see OFS Bits 3.15). About 14 E&Ps that 

provide both drilled and completed well data, completed 20% more wells. However, 

we estimate such companies account for only 1/3rd of wells drilled in the US as (1) 

private E&Ps could account for 40% of wells (vs. ~50% rig share) and do not build 

DUCs and (2) ~50% of public  companies built DUCs. For estimating 2021 capex:

▪ We looked at average 2021 YTD rig count by major basins and assumed typical 

industry average for days to drill in those basins to estimate wells drilled in 2021.

▪ Well costs based on E&Ps comments and cost split 35/65% in drilling/completion.

For scenarios around 2022 E&P capex spending growth for L48:

▪ Assuming the same number of rigs as 2021 and zero inflation, the spending could 

be down ~5% as higher DUCs completions in 2021 could act as headwind. 

▪ Assuming current BKR land rig count of 560 for 2022 and 10% inflation, L48 

spending should be up ~35% in 2022 y/y.

▪ Assuming our land rig count est. of 639 for 2022 and 10% inflation, L48 spending 

should be up ~55% in 2022 y/y. For sensitivity, if we assumed a 30% higher 

completions in 2021 and half of the companies built intentional DUCs, L48 

spending would still be up ~45%.

What The Street Could Be Missing

▪ Efficiencies should be flattish y/y in 2022 as inexperienced crews are joining the 

workforce and share of private rigs will be more y/y.

▪ Companies, sell side and investors constantly hear from public E&Ps. Hence, 

consensus seems to be up 25-35% spending. For public E&Ps, we estimate 

roughly 5-10% higher spending could be needed for 5% y/y production growth, 

plus 10% inflation pegs 10-15% spending growth. However, private E&Ps now 

account for close to 60% of rigs and ~50% on average for 2021. Hence, even as 

public E&Ps remain disciplined, overall spending could be much higher.  

Coverage Summary

Tkr Rating Price

12 Month 

Target Return

BKR SO $24.08 $28.00 16%

CHX SP $21.27 $25.00 18%

FTI SP $5.90 $13.00 120%

HAL SO $22.48 $28.00 25%

HP SU $23.32 $15.00 -36%

NOV SP $13.37 $15.00 12%

PTEN SO $8.19 $9.00 10%

SLB SO $29.67 $36.00 21%

TS SO $20.30 $29.00 43%

Source: Bloomberg; CPI est.
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Drilling vs. Completion Spending for 2021

Note: 

▪ Rig share: Rig count share for 2021 based on YTD data. 

▪ Wells cost:  We looked E&Ps such as AR for Marcellus, CLR for Bakken, EOG for Eagle Ford, CRK for Haynesville, Diamondback for Permian 

and average of all major basins for Other. Furthermore, we assumed wells spend is split 35/65% in drilling/completion.

▪ % Higher Completions: About 14 E&Ps that provide both drilled and completed well data, completed 20% more wells. However, we estimate such 

companies account for only 1/3rd of wells drilled in the US as private E&Ps could account for 40% of wells (vs. ~50% rig share) that do not 

typically build DUCs and assuming only half of public companies built DUCs.

Drilling vs. Completion Spending for 2022 Assuming Same Rig Count/ Zero Inflation

Drilling vs. Completion Spending for 2022 Assuming Current Rig Count/ 10% Inflation

Drilling vs. Completion Spending for 2022 Assuming CPI Rig Count/ 10% Inflation

Source: BKR; CPI est.

Note: Rig share: Rig count share for 2022 based on current share.

Rigs Days/ Wells % Higher Wells Well Drilling Completion Total

# Share Well Drilled Share Completions Completed Costs ($M) Share Spend ($M) Share Spend ($M) Spend ($M)

Marcellus 29 6% 16 662 6% 7% 706 8.5 35% 1,977 65% 3,917 5,894

Bakken 18 4% 10 657 6% 7% 701 7.0 35% 1,610 65% 3,189 4,798

Eagle Ford 34 8% 12 1,034 9% 7% 1,103 4.6 35% 1,665 65% 3,298 4,963

Haynesville 46 10% 30 560 5% 7% 597 8.6 35% 1,678 65% 3,324 5,001

Permian 236 52% 18 4,786 44% 7% 5,105 7.0 35% 11,725 65% 23,226 34,951

Other 89 20% 10 3,249 30% 7% 3,465 7.0 35% 7,959 65% 15,766 23,725

Total US Land 452 100% 10,946 100% 11,676 26,613 52,719 79,333

Rigs Days/ Wells % Higher Wells Well Drilling Completion Total

# Share Well Drilled Share Completions Completed Costs ($M) Share Spend ($M) Share Spend ($M) Spend ($M)

Marcellus 29 6% 16 662 6% 0% 662 8.5 35% 1,977 65% 3,672 5,649

Bakken 18 4% 10 657 6% 0% 657 7.0 35% 1,610 65% 2,989 4,599

Eagle Ford 34 8% 12 1,034 9% 0% 1,034 4.6 35% 1,665 65% 3,092 4,757

Haynesville 46 10% 30 560 5% 0% 560 8.6 35% 1,678 65% 3,116 4,794

Permian 236 52% 18 4,786 44% 0% 4,786 7.0 35% 11,725 65% 21,774 33,499

Other 89 20% 10 3,249 30% 0% 3,249 7.0 35% 7,959 65% 14,781 22,740

Total US Land 452 100% 10,946 100% 10,946 26,613 49,424 76,038

Y/Y Change 0% 0% -6% 0% 0% -6% -4%

Rigs Days/ Wells % Higher Wells Well Drilling Completion Total

# Share Well Drilled Share Completions Completed Costs ($M) Share Spend ($M) Share Spend ($M) Spend ($M)

Marcellus 30 5% 16 684 5% 0% 684 9.4 35% 2,250 65% 4,179 6,429

Bakken 27 5% 10 986 7% 0% 986 7.7 35% 2,656 65% 4,932 7,588

Eagle Ford 42 8% 12 1,278 9% 0% 1,278 5.1 35% 2,262 65% 4,202 6,464

Haynesville 46 8% 30 560 4% 0% 560 9.4 35% 1,846 65% 3,428 5,273

Permian 286 51% 18 5,799 42% 0% 5,799 7.7 35% 15,630 65% 29,026 44,656

Other 127 23% 10 4,636 33% 0% 4,636 7.7 35% 12,493 65% 23,201 35,693

Total US Land 560 100% 13,942 100% 13,942 37,136 68,967 106,103

Y/Y Change 24% 27% 19% 10% 40% 31% 34%

Rigs Days/ Wells % Higher Wells Well Drilling Completion Total

# Share Well Drilled Share Completions Completed Costs ($M) Share Spend ($M) Share Spend ($M) Spend ($M)

Marcellus 35 5% 16 798 5% 0% 798 9.4 35% 2,625 65% 4,875 7,500

Bakken 31 5% 10 1,132 7% 0% 1,132 7.7 35% 3,049 65% 5,663 8,713

Eagle Ford 48 8% 12 1,460 9% 0% 1,460 5.1 35% 2,586 65% 4,802 7,388

Haynesville 53 8% 30 645 4% 0% 645 9.4 35% 2,126 65% 3,949 6,076

Permian 326 51% 18 6,611 41% 0% 6,611 7.7 35% 17,815 65% 33,086 50,901

Other 145 23% 10 5,293 33% 0% 5,293 7.7 35% 14,263 65% 26,489 40,752

Total US Land 639 100% 15,938 100% 15,938 42,465 78,864 121,329

Y/Y Change 41% 46% 36% 10% 60% 50% 53%
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Appendix A – Required Disclosures

Analyst Certification 

I, Vaibhav (Vebs) Vaishnav, certify that to the best of my knowledge, the views and opinions in our research reports 

accurately reflect my personal views about the subject company (companies) and its (their) securities. I have not and 

will not receive direct or indirect compensation related to the specific recommendations or opinions of this report. 

Unless otherwise stated, the individuals listed on the cover page of this report are analysts for Coker Palmer 

Institutional (CPI). Coker Palmer Institutional (CPI) is the brand name used to distinguish Coker & Palmer’s institutional 

only, sell side equity research operations. 

Important Disclosures

Conflicts of Interest: You should assume that as of the publication date of any report or letter, CPI (possibly along with 

or through our members, partners, affiliates, employees, and/or consultants) along with our clients and/or investors has 

a position in the subject companies or derivatives of subject companies mentioned in this report, and therefore stands 

to realize gains based on the price movements of stocks covered in this report. Following publication of any report or 

letter, we intend to continue transacting in the securities covered therein, and we may be long, short, or neutral at any 

time hereafter regardless of our initial recommendation. 

Analyst Compensation

Analysts are not directly compensated based on investment banking fees, but analysts’ compensation is based on 

overall firm profitability, which may or may not include investment-banking fees. CPI has not received investment-

banking income from the subject companies in the previous 12 months. Investors should expect that Coker & Palmer 

may seek and may be seeking compensation for investment banking and non-investment banking related services and 

production from any or all companies mentioned within this report. 

Conflicts   

Vaibhav (Vebs) Vaishnav, Oilfield Services & Green Energy Analyst, does not hold any stocks from those sectors in his 

personally managed accounts. 

In the normal course of offering investment and banking products and services to clients, CPI may act in several 

capacities (including issuer, market maker, underwriter and distributor agent) simultaneously with respect to a product, 

giving rise to potential conflicts of interest. CPI uses controls such as information barriers to manage conflicts should 

they arise.

CPI has not been involved with any investment banking/consulting activities in the Oilfield Services and/or Green 

Energy sector in the past six months.

Rating Methodology

Coker Palmer Institutional (CPI) is restarting formal rating systems. The firm has a three-tiered rating system, with 

ratings of Sector Outperform, Sector Perform, and Sector Underperform. Each Research Analyst assigns a rating that is 

relative to his or her coverage universe or an index identified by the Research Analyst that includes, but is not limited to,

stocks covered by the Research Analyst.

The rating assigned to each security covered in this report is based on the CPI Research Analyst’s 12-month view on 

the security. Research Analysts may sometimes express in research reports shorter-term views on these securities that 

may impact the price of the equity security in a manner directly counter to the Research Analyst’s 12-month view. 
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These shorter term views are based upon catalysts or events that may have a shorter-term impact on the market price 

of the equity securities discussed in research reports, including but not limited to the inherent volatility of the 

marketplace. Any such shorter-term views expressed in research report are distinct from and do not affect the 

Research Analyst’s 12-month view and are clearly noted as such.

Ratings

Sector Outperform (SO) 

The stock is expected to outperform the average 12-month total return of the analyst’s coverage universe or an index 

identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Sector Perform (SP) 

The stock is expected to perform approximately in-line with the average 12-month total return of the analyst’s coverage

universe or an index identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Sector Underperform (SU)

The stock is expected to underperform the average 12-month total return of the analyst’s coverage universe or an index

identified by the analyst that includes, but is not limited to, stocks covered by the analyst.

Price Target Methodology:

Coker Palmer Institutional (CPI) price targets are essentially based on DCF methodology. 

Valuation/Risk Factors

Oilfield Services (OFS) business is inherently risky. OFS investors should be fully aware of these risks, which include, 

but are not limited to, volatile natural gas, NGL’s and crude oil prices, demand for and competition for a company’s 

product and/or service, asset quality, customer risks, changes in operating costs, company capital structures, operating 

and working capital needs and ability to raise both debt and equity capital to fund operations. We value OFS equities on 

many different metrics, including but not limited to, our subjective view as to the quality of management, discounted 

cash flows, net asset values, enterprise value to EBITDA or cash flow multiples, price to earnings or cash flow 

multiples, reinvestment risk and full cycle economics. These factors are uncertain and our outlook is subject to change, 

sometimes quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

Coker & Palmer Institutional Ratings Distribution

Category Count Percent

Sector Outperform 6 43%

Sector Perform 4 29%

Sector Underperform 4 29%

Total 14 100%
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Green Energy businesses are inherently risky. The industry is still at a nascent stage and long-term viability is still not 

established. Investors should be fully aware of these risks, which include, but are not limited to, viability of new products

and markets targeted, volatile commodity prices, demand for and competition for a company’s product and/or service, 

asset quality, customer risks, changes in operating costs, company capital structures, operating and working capital 

needs and ability to raise both debt and equity capital to fund operations. We value Green Energy equities on many 

different metrics, including but not limited to, our subjective view as to the quality of management, discounted cash 

flows, net asset values, enterprise value to EBITDA or cash flow multiples, price to earnings or cash flow multiples, 

reinvestment risk and full cycle economics. These factors are uncertain and our outlook is subject to change, 

sometimes quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

The Exploration and Production (E&P) business in inherently risky. Investors in E&P equities should be fully aware of 

these risks, which include, but are not limited to, volatile natural gas, NGL’s and crude oil prices, regional pricing 

differences, field and company asset quality, reserve depletion factors, drilling risks, operating costs, company capital 

structures, operating and working capital needs and ability to raise both debt and equity capital to fund operations. . 

E&P Valuation Methods used to determine the Price Target: We value E&P companies on many different metrics, 

including, but not limited to, our estimate of net asset value (NAV), enterprise value to EBITDA or cash flow multiples, 

price/earnings or cash flow multiples, discounted cash flow analysis and breakup/acquisition values.  All our estimates 

and valuations are highly and inherently uncertain. They are based on, but not limited to, our outlook for the commodity 

price, our subjective view as to the quality of management, net asset value, quality of the proven and unproven reserves 

and resources, ability to develop and produce these reserves/resources, financial strength, cash flow, access to capital, 

and full cycle economics of investments. These factors are uncertain and our outlook is subject to change, sometimes 

quite quickly. Any changes in the above factors can impede achievement of our valuation assessments. 

Industrials: This category might cover many different types of companies with various business models and various 

factors affecting the operations and stock prices, some of which include overall economic growth, end market demand, 

product inventories and competition. Some of these companies might have various energy-related exposure through 

both sales and/or costs. In general, industrial company risks include, but not limited to, high fixed operating costs, rising

input costs, currency and commodity price fluctuations, variable demand, inventory levels, quality of management, 

competition and obsolesce. 

E&P, Oilfield Service, Industrials, Green Energy, as well as investments in the other subsectors we follow are subject to 

a myriad of external factors, including but not limited to, commodity price risk, geopolitical risk, changes in interest 

rates, the value of worldwide currencies, especially the U.S. dollar, changing regulations, both domestically and abroad, 

regulatory enforcement levels, and changes in domestic or global economic fundamentals. Please see specific 

companies' most recent SEC filings, including 10-Ks, 10-Qs, 8-Ks, and proxy filings for additional risks and 

considerations. For companies based outside the US, please see country specific regulatory filings for additional risks 

and considerations.


