
It is no secret that oil prices have hit the 
lowest point in five years - it is apparent at 
the pumps. It has especially been noticed 
the past six months due to the free fall of 
crude oil prices from $115 a barrel in June 
to the present price of under $50 a barrel. 
This is a decrease of over 50% in just six 
months. 

Lower oil prices can be a double edged 
sword, the effects on the United States 
can be both good and bad. 

First of all let’s take a look at why oil prices 
are dropping like a rock. The reasons are 
based on the simple concept of supply and 
demand. 

Global supply is up for a variety or reasons 
which all came together at once. Driven by 
the high oil prices of the past few years, oil 
companies in the U.S. and Canada started 
drilling for new, harder-to-extract crude. 
Thanks to made-in-America technologies 
such as hydraulic fracturing and horizontal 

drilling, they have been quite successful in 
producing oil from places that would not 
have been economically feasible in the 
past. Along with increased US production, 
middle east countries such as Iraq are 
now producing more oil. This leads to an 
increase in global supply. 

Global demand for oil has been declining 
for a while now due to worldwide efforts to 
conserve energy such as people driving 
less and cars becoming more efficient.  
Because of economic distress in Europe, 
Asia and the United States, demand in 
these regions is further reduced. China 
has experienced a significant reduction in 
the demand for oil. All of this has led to a 
decrease in global demand.  

We now have a situation where global 
supply exceeds global demand and oil 
prices go down. 

About the middle of September a barrel of 
crude oil is down to about $95 and seems 
to be continuing this downward trend. At 
this point many observers in the industry 
are watching OPEC to see if it will cut 
back on production to help bring the prices 
back up. Several OPEC states, like Saudi 
Arabia and Iran, need high oil prices to 
balance their budgets. The observers are 
surprised when OPEC does nothing at 
their meeting in November. 

Another surprise comes in the fact that 
Saudi Arabia didn't want to give up their 
market share, they hoped that lower prices 
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would help slow down the U.S. oil boom. 

By late November these circumstances 
only add fuel to the fire and oil prices drop 
even faster to the current price of less than 
$50 a barrel. Gas is below $2 a gallon. 

That is how we got to this point. What 
about the effect of lower oil prices on the 
United States? The U.S. economy as a 
whole benefits from lower oil prices. Lower 
prices at the pumps put money back into 
the hands of the consumer. This money 
saved at the pump is quickly spent and put 
back into the economy because a lot of 
consumers these days have an immediate 
need for the extra cash. 

When we pump our gas we usually watch 
the numbers, which represent dollars, 
whirling by. This has a psychological effect 
on consumer confidence and spending. As 
consumers watch the numbers slow down 
at the pump, consumer confidence is 
raised and consumer spending increases. 
The timing couldn’t have been better for 
the holiday season. 

However, there is a down side to lower oil 
prices for the U.S. and that is the potential 
loss of thousands of jobs in the oil and gas 
industry. If the price of a barrel of crude oil 
continues to fall and domestic production 
of oil slows down or comes to a halt, parts 
of the U.S. could see a big impact  from 
the loss of jobs in the oil and gas Industry. 

Jobs will be lost in Texas, Oklahoma and 
New Mexico. The oil producing  states to 
the North such as Wyoming, Montana, 
North Dakota and Alaska will be among 
the most economically affected by the loss 
of jobs in the industry. This is because the 
states in the South  not only drill for and 
extract oil, they are also involved in the 

collection and processing of oil. The states 
involved in the refining process won’t feel 
the shock of lower oil prices as much as 
the Northern states that are solely involved 
in the extraction of oil. 

Analysts in the oil and gas industry are 
predicting 2015 to be a year of mergers 
and takeovers. Richard Jeanneret of Ernst 
& Young's, a transaction advisory services 
practice, says if oil prices stay at current 
depressed levels for a sustained period, 
consolidation among energy drillers could 
become a big part of merger & acquisition 
activity in 2015. “If the price of oil stays 
down, you are going to see a consolidation 
of energy companies because there will be 
profitability pressures,” says Jenneret. 

Some experts say it was a banner year for 
deal-making in 2014 and it will only get 
better in 2015. Most of the M&A activity is 
expected to occur in the exploration and 
production sectors. According to the firm 
PricewaterhouseCoopers, M&A activity in 
2015 will include increased paper-based 
transactions. Many oil companies will be 
cash strapped due to lower oil prices. 

Primeau Funding has several options 
available to get your oil and gas deals 
done. Primeau has the availability of 
straight debt financing, equity participation 
or a debt/equity combination to get your 
project funded. Call us today. 
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Commercial real estate is positioned for 
broad-based growth in the coming year as 
performance and profitability continue to 
improve across most property types and 
markets, according to predictions from 
consulting firm Deloitte. 

The firm’s 2015 outlook is supported by 
improving property fundamentals, a 
strengthening economy, easy financing, 
and increased domestic and international 
investment activity. United States REITs 
are expected to continue to perform well.  

According to Bob O’Brien, U.S. real estate 
services leader at Deloitte, “What’s really 
going to be a driver in 2015 will be the 
strengthening real estate fundamentals 
first and then access to capital. We are 
starting to see REITs increasingly finding 
opportunities to do development and then 
leveraging their access to capital to get 
that done.” 

O’Brien also said U.S. equity REITs are 
now starting to diversify their portfolios by 
looking at international opportunities. 

“Most REITs really pulled back from any 
international (expansion) during the global 
financial crisis. We’re beginning to see 
some return to, or at least an expressed 
interest in, investing globally,” O’Brien 
said. 

The extensive availability of financing 
through domestic and international 
sources will likely support a growth in 
transaction activity and asset pricing, with 
the competition continuing to intensify for 
quality assets. However, deals involving 
distressed assets are expected to continue 
to decline, according to Deloitte. 

Deloitte also said in the report that it sees 
rents and vacancies continuing to improve 

across property types. However, Deloitte 
also said new development activity may 
impact this rent and vacancy improvement 
in 2015, especially in the multifamily and 
office sectors. According to O’Brien, the 
pace of rental growth in the multifamily 
sector is likely to slow in 2015 as a result 
of development. 

Deloitte’s report stated that it expects the 
tenants’ focus on sustainability and use of 
technology will have a greater impact on 
space supply and demand in 2015. 

Instead of new development, Deloitte said 
it anticipates an increase in redevelopment 
of existing properties to make them more 
technologically competitive. 

“Tenants, more so than ever, are really 
incorporating technology demands and 
sustainability considerations in any leasing 
decisions,” O’Brien said. “Any property 
that can’t support the technology needs of 
their tenants, or aren’t sensitive to their 
sustainability goals, won’t perform as well.” 

If you are in need of capital for commercial 
real estate we can help. Primeau Funding 
can get your deal done, call us today. 
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Funding Available for 
Non-U.S. Residents 

 
Primeau can provide financing 
for Non-U.S. residents. If you 
have a good project that needs 
funding but are not a resident 
of the United States, we can 
help. Contact us today if you 
are a Non-U.S. resident looking 
for funding. 

www.primeaufunding.com 
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Submitting an Executive Summary 
 
One to Three Pages (3 pages maximum) to 
include the following: 
 
State exactly what the project is. 
 
State a summary of the income for the        
stated project. 
 
State the background of the individuals. 
 
State the net worth of the individuals. 
 
State the amount of funds needed. 
 
State the amount of funds being furnished        
by the individuals. 

Effective Loan Package 
 
Here are some key factors involved when 
submitting your loan package to Primeau 
Funding. There are just three documents 
we are interested in reviewing before we 
can provide you with our level of interest: 
 
1.  Executive Summary: 
This will assist us with understanding your 
project in full detail. 
 
2.  Sources and Uses of Funds: 
This form provides us with information 
about equity in the deal. 
 
3.  Loan Profile:  
Completing this form will provide us with a 
lot of key information about your funding 
request. (Not applicable for Wind Energy or 
Oil and Gas) 
 
Loan Profile and Sources and Uses forms 
are available on website Loan Forms page.  

http://primeaufunding.com/
http://primeaufunding.com/
http://primeaufunding.com/Loan-Forms.htm

