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Insights of the Month: New Year, highlighted in charts! 

The energy sector had a record year in 2021 delivering 54.4% total return, according to Bloomberg data going back to at least 1989.

For those of you who follow our monthly insights, we called for a favorable energy environment in late 2020 and throughout 2021,

decoded many aspects of renewable alternatives, energy policies, and the energy market fundamentals. 

U.S. shale as a "swing producer" has its own challenge. Without significant investment, demand will soon exceed supply while the 

U.S. inventory level is at nearly five-year lows for both Commercial and Strategic Petroleum Oil. The total inventory of drilled and 

uncompleted wells is depleting fast as independent oil drillers optimize return to shareholders by limiting Capex spending on new 

projects. 

Opportunity: Energy consumption is on pace to grow nearly 50% by 2050, according to U.S. Energy Information Administration

(EIA). Almost all energy consumption growth is expected to occur in non-OECD Asia. With limited crude oil production increases,

U.S. and Saudi Arabian barrels will be more critical to meet the demand. Despite the importance of energy and record yearly

performance, investors remain underinvested. Additionally, the Energy Sector weight within the S&P 500 index has shrunk from

12.1% in 2011 to only 2.7% at the end of 2021. It is now the only sector with a current average dividend yield higher than the 20-

year average, 4.1% vs. 2.7% accordingly and a forward PE well below its long-term average (11x vs. a 20yr average of 14.2x).
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Dividend increases and special cash are on the way!

2021 was an excellent year for the broad energy sector. Oil prices finally moved out of the $40-$60/bbl. range. The energy sector had 

the best yearly performance since 1989, when tracking began. In the U.S., production is rising slowly, as drillers keep expansion 

plans restricted while prioritizing returning profits to investors. Among 2,969 U.S. domiciled corporations with more than a billion-

dollar market cap, only 73 companies paid a special dividend last year and intended to pay a dividend for 2022. 11 out of those 73 

companies, or 15%, are energy stocks. The sector survived the pandemic lockdown and environmental pressure, and energy

companies  have emerged with strong balance sheets and ample cash flow. As an example, Pioneer Natural Resources (PXD) 

reported record quarterly free cash flow in their latest quarter. CEO Scott Sheffield is in no hurry to increase output but committed 

to buying back shares and raising base dividends by more than 10%. Now the industry sees oil trading in a range of $70-100/bbl. in 

2022, and demand is predicted to exceed capacity by late 2022 or early 2023. It is an ideal scenario for another year of solid 

shareholder returns. 

U.S. Total Crude Oil Production and U.S. Crude Rotary Rig Count:
1. The West Texas Intermediary (WTI) oil price was $75.21 per barrel for the week ended Dec. 31, 2021, up 10%+ since Nov. 

2. U.S. oil production continues rising slowly, as drillers are keeping expansion plans restricted while prioritizing returning profits to 

investors. At the end of Dec, production only increased by 200k bbl./d over the last week of Nov, averaging 11.8 million bbl./d.

Additionally, over New Year's, parts of the U.S., including Texas, were hit by arctic weather. The extreme cold suspended some oil 

production. 

3. According to Baker Hughes, the U.S. oil rig count increased 13 from the previous month to 480. Despite higher oil prices, oil rigs 

remained significantly below pre-COVID levels. 
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The U.S. Commercial Crude Oil Inventories (excluding those in the Strategic Petroleum Reserve) and Inventory Changes:
1. U.S. commercial crude oil inventories fell for a sixth straight week, by 2.1 million barrels over the previous week to 417.9

million barrels. This inventory level is also about 8% below the five-year average for this time of year.
2. Total crude stockpiles including the Strategic Petroleum Reserve (“SPR”) fell for a ninth straight week, dropping by 3.49

million barrels. SPR caverns are holding at their lowest levels since 2002 as drawdowns continue. More draws are expected.

U.S. Imports and Exports:

1. U.S. crude exports declined 0.4 million bbl./d to 2.6 million bbl./d from the previous week. Over the past four weeks, crude
oil exports averaged about 3.0 million bbl./d, 7.5% lower than a year ago.

2. U.S. crude oil imports declined 0.9 million bbl./d to 5.9 million bbl./d. Gulf Coast crude imports sank to a record low after
diving 42%. That drop was the largest since June. The plunge pushed down total crude imports to the lowest volume since
October.
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Dividend Assts Capital, LLC is an independent, employee owned wealth advisor specializing in high quality companies with a history of consistently 
increasing dividends. Built on a pioneering legacy, our goal is straightforward; achieve our clients desired outcomes through investments that provide 

sustainable and rising income with long-term capital appreciation. We partner with successful families, advisors and institutions delivering tailored 
services that adhere to fiduciary principles to provide…

Clarity: A transparent and understandable 
approach to portfolio management.

Simplicity: We believe dividends are the best 
indicator of the future price performance of a stock.

Devotion: We build confidence through a 
disciplined process and strong devotion to our 

investment philosophy and clients.

Clarity. Simplicity. Devotion.
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U.S. Refinery Inputs and Utilization Rates:

1. U.S. crude oil refinery inputs averaged 15.9 million bbl./d for the week ending December 31, 2021. Four-week inputs 

averaged 15.8 million bbl./d and were 10.9% higher than the same time a year ago.  

2. Refinery Utilization rose for the sixth consecutive week to 89.8%. That is the highest level since August, bringing down crude 

stocks. Refineries on the West Coast reduced runs to the lowest since early November amid weather-related problems.

3. Gasoline inventory rose by over 10 million barrels, the most since April 2020. Gains on the East Coast can partly explain the

build amid rising waterborne imports into the region. Stormy weather with roads blanketed by snow can also help explain 

the increase. Gasoline demand also fell last week. Winter storms, as well as concerns with the omicron variant, may be 

behind the drop in demand.

https://dacapitalsc.com/
mailto:info@DACapitalSC.com
http://www.adviserinfo.sec.gov/
https://dacapitalsc.com/

