Oil production is dead---investor buybacks and low yields. 
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Global investment in new oil and gas supplies already is expected to fall short of the minimum needed to keep up with demand by $140 billion this year, according to Evercore ISI. Meanwhile, crude supplies are seen growing at such an anemic pace that the margin between consumption and output will narrow to just 350,000 barrels a day next year from 630,000 in 2023, according to the US Energy Information Administration.   
Management teams from the biggest US oil companies recommitted to the investor-returns mantra as they unveiled fourth-quarter results in recent week and the 36% slump in domestic oil prices since mid-summer has only reinforced those convictions. Executives across the board now insist that funding dividends and buybacks takes priority over pumping additional crude to quell consumer discontent over higher pump prices. This may pose a problem in a matter of months as Chinese demand accelerates and global fuel consumption hits an all-time high. 
“Five years ago, you would have seen very significant year-on-year oil-supply growth, but you’re not seeing that today,” Arnold said. “It’s one of the bull stories for oil — that the supply growth that had come out of the US has now stopped.” 
The US is crucial to global crude supply not just because it’s the world’s biggest oil producer. Its shale resources can be tapped much more quickly than traditional reservoirs, meaning that the sector is uniquely placed to respond to price spikes. But with buybacks and dividends swallowing up more and more cash flow, shale is no longer the global oil system’s ace in the hole. 
In the waning weeks of 2022, shale specialists reinvested just 35% of their cash flow in drilling and other endeavors aimed at boosting supplies, down from more than 100% in the 2011-2017 period, according to data compiled by Bloomberg. A similar trend is evident among the majors, with Exxon Mobil Corp. and Chevron aggressively ramping buybacks while restraining capital spending to less than pre-Covid levels. 
Investors are driving this behavior, as evidenced by clear messages sent to domestic producers in the past two weeks. EOG Resources Inc., ConocoPhillips and Devon Energy Corp. dropped after announcing higher-than-expected 2023 budgets while Diamondback Energy Inc., Permian Resources Corp. and Civitas Resources Inc. all rose as they kept spending in check.
On top of shareholder demands for cash, oil explorers also are grappling with higher costs, lower well productivity and shrinking portfolios of top-notch drilling locations. Chevron and Pioneer Natural Resources Co. are two high-profile producers reorganizing drilling plans after weaker-than-expected well results. Labor costs also are rising, according to Janette Marx, CEO of Airswift, one of the world’s biggest oil recruiters.
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