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Bachelor Thesis
Review of the impact of Shale oil production on oil prices

The significant increase in the shale oil production in the US has brought about a substantial
transformation in the oil markets, where the rise in the global oil prices between 2003 and 2008
acted as an enabler to produce the US shale oil. This led the US to be more energy independent
and reduced its trade deficit. Additionally, it contributed to growth in non-OPEC supply accompanied
with Brent prices stability in 2014. According to the US Energy Information Administration (2013),
even though the US is projected to remain the dominant shale oil producer for the next 10 years, it
is estimated that the technically recoverable shale oil resources outside the country are to be five
times the size of that of the US. On the other hand, during the second half of 2014, crude oil prices
intensely dropped by almost 60 percent. Such price collapse happened unexpectedly, and the
reason for it was partially attributed to the rise in the US shale oil production.

The thesis aims to analyze the shale oil industry through discussing its recent developments and its
interaction with oil prices. By reviewing and evaluating of existing literature on the profound impact
of shale on oil prices, such impact encompasses at least two dimensions. The first is the direct shale
production capacity effect. The second is reducing the OPEC+ market power. It is also possible to
examine additional aspects.

Key tasks and objectives of the thesis

e Literature review of the impact of shale oil production capacity on historical oil prices.
e Literature review on how shale oil production affects OPEC+’s market power and, thus, its
effect on oil prices.
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e Study of economics, best with a focus on energy
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