




Foreword

2020 was a tumultuous year for the global oil services sector. Once 
more the industry had to deal with a brutal downturn, as it tackled the 
twin challenges of an oil supply and demand shock while dealing with 
the operational adversity posed by a global pandemic. For the oil and 
gas industry, this downturn followed in the wake of the 2014 oil price 
crash, which many oil services companies had yet to fully recover 
from.

And this is in tandem with the other major force that is shaping the 
sector, the energy transition in its broadest sense. Environmental 
Social and Governance (ESG) themes are increasingly impacting 
how investors assess their investments. Consumers and broader 
stakeholders like governments and cities recognise the urgency 
to address climate change. And as governments implement fiscal 
stimulus packages, they are seeking to ‘build back better’. In many 
ways, COVID-19 has accelerated the energy transition.

It is in this context we decided to take a pulse check of the industry. 
We interviewed more than twenty stakeholders from the oil services 
sector and the topics that emerged from our conversations are 
captured in this report. 

What was a striking theme across all the interviews is the ability of the 
oilfield services sector to adapt.

Whilst cost control in a downturn is a road well travelled for the sector, 
the pandemic has accelerated trends around remote working practices, 
operational restructuring and digital technologies. Each provides a long 
term sustainable cost opportunity to the supply chain. Mergers and 
business combinations are also likely in the current environment.

And this ability to adapt is and will be a critical success factor. As oil 
services companies assess the strategic choices they need to make in 
a rapidly evolving energy market, they will need to choose a pathway. 
One that is focused on hydrocarbons or one that pivots wholly or 
gradually towards low carbon.

Even those that stay hydrocarbon-focused will increasingly find that 
the net zero objectives of the oil and gas operators will impact ways of 
working in the sector. As the UK government highlighted in their recent 
white paper, business as usual is no longer an option.

There is no right or wrong pathway, both may be equally valid and have 
important roles in global energy supply for many years to come. As 
energy systems transition, the supply chain has a critical role to play in 
enabling a lower carbon future.
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Our interviews highlighted the investor proposition for 
oil services was sometimes challenging. Many of the 
interviewees acknowledged the segment was facing a 
number of challenges including:

•	 A sector highly exposed to cyclical and increasingly 
difficult downturns.

•	 A segment facing mixed growth prospects in 
hydrocarbons over the short term, as it recovered from 
the impact of COVID-19. In addition, dealing with the 
ramifications of an accelerating energy transition in 
some geographies.

•	 A sector perceived by some investors as less attractive 
given the growing momentum of ESG factors.

•	 And all the above impacting access to capital as 
companies sought growth options.

Against this backdrop, many interviewees recognised the 
need to get back to basics, to focus on cash flow and 
build up the balance sheet. By doing this, companies 
could build resilience and explore optionality to diversify 
into low carbon. 

However, this still left an open question around the 
investor proposition. With oilfield services companies 
having a leading role to play in transition, investors are 
needed to support the sector. Importantly, this needs to 
also include companies which are ‘doubling down’ in oil 
and gas to ensure continuity of supply.

Oil services recognised the investor proposition for their sector 
was sometimes challenging, raising capital access issues

Theme 3: the investor case for oil services needs to evolve

A healthy financial statement and social 
responsibility. If you can balance those two 
things, that is a winning combination.” 
Global oil services major

“
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Our approach and acknowledgements

The findings in this report are based on interviews we 
undertook with a variety of oil services companies and 
others, across multiple segments. These ranged from 
offshore drilling to EPCI (Engineering Procurement and 
Construction and Installation).

As for the types of company, we spoke to large and small 
with local and global footprints, including publicly-listed and 
privately-held entities.

We would like to thank everyone who contributed to this 
report and thank those interviewed for their thoughts and 
insights. Some of those companies we spoke to preferred to 
remain anonymous.
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