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Issues Related to Oil and Gas Investments in the U.S.

The oil and gas industry in the United States presents both lucrative investment opportunities and
significant challenges. Fitch Ratings maintains a neutral outlook on the global oil and gas sector for
2025. The price assumptions for Brent crude oil remain at USD70 per barrel, reflecting a balance
between OPEC+’s large spare capacity, increasing supply and moderating demand growth. While these
investments have historically provided substantial returns, they also come with economic, regulatory,
environmental, and geopolitical risks that investors must consider.

One major issue is regulatory uncertainty. The U.S. government periodically implements policies that
impact oil and gas operations, such as emissions regulations, drilling restrictions, and tax incentives for
renewable energy. Changes in administration can lead to shifts in energy policies, affecting investor
confidence and long-term planning. For instance, the Biden administration has prioritized clean energy
initiatives, leading to concerns about potential restrictions on fossil fuel projects.

Environmental concerns also pose a considerable challenge. Oil spills, methane emissions, and water
contamination from hydraulic fracturing (fracking) have led to stricter regulations and legal battles.
Investors must navigate increasing pressure from environmental groups and the public, which has
resulted in the rise of Environmental, Social, and Governance (ESG) investing. Companies failing to
meet ESG standards may face divestment and reduced access to capital.

Market volatility further complicates oil and gas investments. Fluctuating crude oil prices, influenced
by global supply and demand dynamics, OPEC decisions, and geopolitical tensions, create uncertainty.
Events such as the COVID-19 pandemic demonstrated how rapidly demand can decline, leading to
price crashes and financial losses for investors. Additionally, competition from alternative energy
sources, such as solar and wind, threatens the long-term profitability of fossil fuel investments.

Lastly, infrastructure and technological challenges impact investment decisions. Pipelines, refineries,
and drilling equipment require substantial capital investment, and delays in approvals or community
opposition can lead to cost overruns. Furthermore, advancements in renewable energy and battery
storage technology are shifting the energy landscape, forcing traditional oil and gas companies to
innovate or risk obsolescence.

The one bright spot in the oil and gas industry is LNG. Multiple LNG projects are expected to come on
line over the next five years, supplying Europe with a much-needed supply of gas. Recent price trends
for gas is bucking the declining price trend for oil.

While oil and gas investments in the U.S. remain attractive due to high returns, they are fraught with
regulatory, environmental, economic, and technological risks. Investors must carefully assess these
challenges to make informed decisions in an evolving energy market.



