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A Look Back At 2019

Simmons advised on 48 transactions in 2019, with a diverse mix across subsectors in the energy value 

chain and covering a wide spectrum of corporate finance solutions.

2019 represented a difficult year for the majority of companies that operate in the energy industry. Broader 

market volatility in Q4 2018 drove capital away from the sector. This resulted in many M&A and capital 

markets projects which originally planned to launch in early 2019 being delayed or being pushed back.  

Most of these projects remained on hold for all of 2019.  However, protracted trade wars, U.S. oil 

production resilience and increasingly influential ESG investor sentiment represented major headwinds in 

public and private capital availability for the sector throughout 2019, increasing the overall cost of capital.

In the upstream sector, many larger operators used 2019 as an opportunity to consolidate and high 

grade their footprints, particularly in the Permian Basin given its attractive threshold economics. 

Acquiring and consolidating contiguous acreage enables sustainable operational efficiencies through 

leveraging investments in infrastructure and economies of scale. Subscale operators or those without 

optimized acreage positions will likely need to consider strategic alternatives and/or liability 

management in 2020. 

In the midstream sector, private companies that were traditionally either targets for publicly traded 

MLPs or IPO candidates themselves now needed to find a new exit strategy less reliant on public 

energy equity markets. Large infrastructure-oriented private equity funds filled this void, attracted by 

long-term contracted cash flow and fueled by access to low cost debt capital. Additionally, we have 

worked with several upstream operators seeking to monetize their midstream infrastructure assets as a 

source of capital.

In energy services and equipment, equity market capitalization for the sector shrunk to multi-decade 

lows. The need for consolidation is universally accepted, but levered balance sheets, relative value and 

social issues remain consistent and predictable impediments. With cyclical low sector profitability, no 

access to capital and an uncertain market outlook, creative deal-making will be required in order to 

thread the needle on consolidating M&A transactions. However, necessity for consolidation (or 

restructuring) should provide a tailwind for strategic activity in 2020 in the absence of a significant 

market recovery. We believe our best-in-class industry M&A advisory practice, coupled with our in-

house restructuring and special situations team enables us to provide impartial advice to management 

teams and boards. Aside from consolidation and restructuring, technology was a prevalent theme and 

key driver for several Simmons transactions in 2019 that we expect to continue in 2020.
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A Look Back At 2019 (Continued)

U.S. downstream and industrial services and equipment remains a bright spot for M&A activity, enjoying 

what seems to still be the early innings of a super-cycle of new processing capacity in construction to 

capitalize on long-term, sustainable low domestic natural gas pricing.

The nascent services and equipment eco-system for alternative energy is something that is expected to 

be a theme that we will write about for the next several years, but transaction activity remains sporadic 

for now.

We are excited about the outlook for 2020 and look forward to working with you as a trusted advisor 

with industry expertise.
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Snapshot Of Key Energy Sector Themes

Total U.S. M&A Transaction Value Since 2011⁵

Aggregate Annual Free Cash Flow And Capex –
50 Largest NAM Onshore Independent E&P Companies⁴

Energy Index Returns Since Start Of 2019³

(Dollar amounts in billions)

U.S. Oil Production Resilience

U.S. oil production continued to grow to record 
levels despite a significant decline in rig count.

Global Demand Growth In Question

Trade tensions and a global economic slowdown 
weighed heavily on demand projections, 
compounding the impact of supply concerns on 
commodity prices.

Energy Equity Market Underperformance

Energy equities lagged the broader market.  Driven 
by poor through-cycle returns and ESG concerns, 
institutional investors fled the sector and caused 
the energy weighting in the S&P 500 to reach 
historic lows below 5%, less than half of the 10-
year median. 

Investors Demand Capital Discipline

Capital discipline and return of capital emerged as 
priorities for investors, forcing energy companies 
to focus on free cash flow rather than growth.  
Many operators responded by announcing capital 
expenditure reductions and cost-saving initiatives. 

U.S. Offshore Recovery Greenshoots

Final investment decisions (“FIDs”) for offshore 
projects returned to 2014 levels and offshore rig 
counts appear to have troughed, although pricing 
remains depressed.

Supply/Demand Balance Is Key To 
Improving Sentiment 

The U.S. presidential election and global economic 
conditions provide an uncertain backdrop for 
2020.  Potential catalysts for improving sentiment 
include progress in trade discussions and U.S. 
production stagnation resulting from reduced 
drilling and completion spending in 2019.  

(Billions of dollars) (Capex as a % of EBITDA)

($9)

($31)

($11)
($19)

($29) ($28)

($11)

$5 
$11 

$24 

(300%)

(150%)

0%

150%

300%

($40)

($20)

$0

$20

$40 Free Cash Flow
Capex % EBITDA

(Indexed to 100 on January 1, 2019)

¹  Source:  Bloomberg. As of December 31, 2019. 
²  Source:  EIA.  As of December 27, 2019. 
³  Source: Bloomberg and Capital IQ. As of December 31, 2019. Comprises price gains 

and dividends.

⁴ Source: Capital IQ. As of December 31, 2019. Excludes seven companies with 
incomplete data (i.e., 43 companies shown). Free cash flow calculated as EBITDA less 
capex.

⁵ Source:  IHS.  As of December 31, 2019.
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Energy Services & Equipment Highlights

Simmons completed or announced 14 U.S. Energy Services & Equipment transactions in 2019 despite 

challenging M&A and capital market landscapes.  Several ongoing projects are also expected to close 

in Q1 2020.  Simmons is currently working through a record backlog of engagements that are likely to 

come to market throughout 2020, depending on market conditions.

The Energy Services & Equipment sector experienced significant volatility in 2019, driven by reduced 

capital expenditures from E&P operators and a lack of new investment from capital providers.  Many of 

the themes around industry consolidation remained unfulfilled with a few exceptions, despite ever 

greater need for structural changes in the industry. 

Simmons remains optimistic that 2020 will exhibit a flurry of transaction activity led by stock-oriented 

industry consolidation and exits of aging private equity investments.

“Illiquidity in public and private capital 
for upstream service exposure is driving 
the need for creative deal structuring 
and consolidating M&A activity.” 

Sanjiv Shah
Co-Head Of Simmons Energy 

And  Managing Director, 
Energy Services & Equipment

A Case Study In Industry Consolidation

OSX Index Versus WTI Prices Since 2015¹
(Indexed to January 1, 2015)

In December 2019, Forbes Energy Services Ltd. (“Forbes”) and the U.S. well 
service rig, coiled tubing, wireline, pressure control, flowback, fluid management 
and accommodations service lines business of Superior Energy Services, Inc. 
(“Superior”) announced a combination to create a new, publicly traded, 
consolidations platform for U.S. completion, production and water solutions.

The transaction represents a material consolidation within complementary service 
lines, creating shared value through operational efficiency improvement and cost 
synergies.  Simmons expects further Energy Services & Equipment sector 
consolidation in 2020 as companies strive to generate cost synergies and achieve 
greater scale (operationally and in public market relevance). 

Key Themes

 Traditional energy service private equity firms 
focusing more on downstream / industrial deal flow 
versus upstream services.

 Continued commoditization of U.S. shale services 
is driving the need for consolidation to reduce fixed 
costs and regain some pricing leverage.

 International and offshore upstream service and 
equipment markets exhibit better growth prospects 
than North American land and have higher barriers 
to entry.
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The Simmons Energy Midstream team executed 13 transactions in 2019 despite increasing market 
headwinds throughout the energy value-chain. Water midstream deals bolstered M&A activity, as E&P 
companies monetized their produced water gathering and disposal systems.  The Permian Basin 
continued to be a focus area for oil, gas and water midstream investment, but private equity sponsors 
and their portfolio companies actively pursued opportunities in other U.S. basins, including the Eagle 
Ford and Bakken.  

Midstream & Downstream Highlights

2019 Midstream & Downstream Transaction Highlights

Leading Permian Midstream 
Water Advisor

Continued Success Advising 
Permian Midstream Clients

Active Midstream Advisor
Throughout The U.S.

Successful Partnership With
Fellow Piper Sandler Teams
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Exploration & Production Highlights

The public E&P sector in 2019 was characterized by a continued transition from a focus on growth and resource
capture to profitability and cash returns to shareholders. This shift in focus and strategy resulted in another
challenging year for A&D transactions/activity, but also led to more E&P corporate consolidations as companies
sought improved efficiency.

Simmons E&P Buy-Side Advisory in a Challenged Environment

Although the Upstream Sector Underperformed the 
General Market, the Minerals Sub-Sector 
Outperformed the Broader E&P Sector1

WTI Daily Closing Price H1 2019

Select 2019 E&P Transactions
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 Sequitur Energy Resources, LLC (“Sequitur”) announced
on July 9, 2019 the acquisition of assets from Callon
Petroleum (“Callon”) and other sellers.

 Acquired assets were a bolt-on to Sequitur’s existing
position but non-core to Callon.

 Terms included future annual contingency payments
through 2021, subject to annual average WTI prices.

 The WTI price-based contingency payments helped
bridge transaction terms during a period of oil price
volatility.

 Simmons Energy acted as transaction advisor to Sequitur.

Simmons has worked closely with E&P clients in this
difficult environment in a variety of roles. For those
companies with an appetite for acquisitions and
available capital, Simmons believes the current
environment has provided and will continue to provide
attractive opportunities. Given the significant reductions
in drilling activity and adjustments to E&P company cost
structures, Simmons believes the industry is positioned
for a potential recovery in 2020.

Upstream public equity issuance for 2019 was
$1.4 billion, significantly below last year’s 15-year low of
$2.6 billion. Mineral companies have been the rare bright
spot in this market, with a successful IPO by Brigham
Minerals and follow-on offerings by Brigham and Viper.
Simmons is an active advisor in the mineral sector and
an active underwriter on public offerings for mineral
companies. 1 Source:  Bloomberg; total return.

(Dollars per barrel)
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Indicates general location and relative volume of completed
transactions in that area of the world

International Activity Highlights

2019 was a strong year for the Simmons Energy teams in Aberdeen and London, reflecting the improving outlook 
and increased activity levels within the global offshore and subsea markets as well as in international 
conventional resources within the Eastern Hemisphere. 

In total, Simmons Energy completed 15 transactions with several others signed during the year and anticipated to 
close in Q1 2020. Our U.K. teams have also been able to build a strong backlog of projects which will likely lead 
to high levels of transaction activity over the next 18 months.

Although the recovery in actual operator spending has been slow to materialize, one strong lead indicator of 
future activity is the number and value of greenfield offshore FIDs during 2019, estimated by Rystad at around 
$100 billion and expected to grow annually over the next two years. 

The Norwegian market has shown particular strength given its relatively high capex and opex spending, with 
global service companies drawn to this geo-market and its strong innovation. Buyers and investors are also very 
focused on the Middle East as a strategically important and high-volume, long-term arena.

Select International 
Transactions

Select Simmons 2019 Cross-Border Transactions By Location

Key International Transaction Themes In 2019 

Simmons completed 15 international transactions involving parties across
Europe, North America and the Middle East.

60%

40%

Sell Side

Buy Side

Transaction Split 
By Simmons Role

Digitalization And Data Capture 
For Enhanced Decision Making 

1
Innovation In Drilling To Drill 

Faster And More Efficient Wells

2

Subsea Technologies 
Associated With Survey And Site 

Investigation Work

3 Portfolio Rationalization As 
Larger Service Companies Focus 

On Core Activities 

4

Exposure To Operators’ Opex, 
Rather Than Capex, Spending

5
Access To The Fast Growing 

Offshore Wind Industry

6
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In 2019, the market’s appetite for energy equity virtually came to a halt with investors focused on 
companies with strong cash flow and returns in the form of dividends.  To that end, Simmons 
served as an underwriter on two IPOs and two follow-on offerings.  All were for yield-oriented 
issuers:  three of which were for minerals companies and one of which was for a midstream 
infrastructure company. 

Over the past 36 months, our Debt Capital Markets (“DCM”) team has raised over $4 billion of debt 
capital in the energy space.  In 2019, Simmons continued its momentum of overall capital markets 
activity, particularly in the first half of the year despite commodity volatility and macroeconomic 
headwinds.  The DCM group was able to raise over $400 million in debt capital across the energy 
industry amidst continued negative debt investor sentiment and a declining rig count. 

Simmons 2019 Equity And Debt 
Offerings By Sector

(Offering % by Category)

2019 Debt And Equity Capital Markets Offerings

Capital Markets Highlights 

Key Themes

 The energy equity markets slowed down dramatically as 
investors were focused on return on capital.  

 There were only two IPOs in 2019 in the sectors that we 
cover, and Simmons was a underwriter on both of them. 

 Lenders investing in public debt securities remain focused
on volatility in commodity prices, which has prompted 
debt investors to scale back on energy exposure despite 
momentum in the broader debt markets.

 Transaction activity remained centered around companies 
that own disruptive technologies or permanent 
infrastructure (i.e., midstream assets).

 Lenders remain keenly focused on asset values, which 
provide downside protection against cash flows that are 
subject to market rates.

 Enthusiasm for energy debt offerings has been dampened 
amid public equity underperformance and declining 2020 
E&P capex budgets.

43%

14%

43%

Energy
Services & 
Equipment

Exploration & 
Production

Midstream & Downstream

Since 2015, Simmons has been on more U.S. energy equity offerings (46) than any other 
non-lending bank, raising approximately $19 billion in proceeds.¹

¹  Source:  Dealogic as of December 31, 2019.  Includes U.S. offerings > $50 million and excludes PIPEs, rights offerings, bought deals and convertibles. 
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Restructuring And Special Situations (“RSS”) Highlights

Restructuring And Special Situations Financing Services 
 The RSS team believes that by engaging 

with stakeholders early, out-of-court 
solutions are attainable and offer 
considerable benefits, including lower cost, 
less risk of business disruption, and 
superior value / recovery outcomes

 The RSS team’s ability to offer creative 
solutions in stressed situations, coupled 
with Simmons’ experience and expertise, 
commands the credibility that can help 
mitigate and mediate stressed situations

 The Simmons and RSS combined service 
offering provides companies a unique 
advisory partner, with the ability to access 
solutions capital, distinct from that of any 
boutique or investment bank participating 
in the broader energy space

Selected 2019 Energy Restructuring And Special Situations Transactions

 Forbearance Agreements
 Loan Amendments
 Debt Modifications
 Rights Offerings
 Recapitalizations
 Out-of-Court Restructurings
 Chapter 11 Restructurings

Balance Sheet Restructurings

 Section 363 Asset Sales
 Complex Divestitures
 Stalking Horse Transactions
 Receivership Sales
 Buy-Side Advisory

Distressed M&A

 Strategic Alternatives Review
 Business Plan Evaluation
 Capital Structure 

Optimization

Strategic Alternatives

$164,000,000

November 2019

Chapter 11 
Reorganization

$77,500,000

April 2019

§363 Asset Sale

Senior / Regular-Way 
Financing

Second Lien / Sub Debt / 
Structured Equity

 Family Offices
 Strategic Investors
 Sovereign Wealth 

Funds

Additional Pools
of Capital:

 Traditional Private Equity
 Structured Debt Providers
 Other Credit Funds

Traditional Banks / Lenders

BDCs / Private Debt  Funds

Mezzanine Investors

Credit Opportunities / Special Situations Funds

Value-Oriented Private Equity

Capital Sources:

 Capital providers across all disciplines have become singularly focused on a company’s ability to generate returns and cash 
flow within its existing capital structure. Poor returns in the energy sector versus other asset classes have shifted institutional 
investors’ priorities away from traditional energy opportunities.  Growth and the ability to scale are no longer the primary 
objectives if they cannot be achieved with internally generated cash flow, and budget discipline is the new industry mantra.

 Boards of directors and C-suite executives in stressed situations must be proactive in considering strategic and financial 
alternatives in order to maximize optionality and avoid selecting from a narrow set of “least bad” capital structure options.

 RSS recently advised Shale Support through its chapter 11 process, representing the first proppant producer to emerge 
from bankruptcy with a delevered balance sheet.  The transaction is illustrative of the expertise and creativity that 
Simmons and RSS bring to complex situations.

Restructuring And Special Situations – Energy Themes And Takeaways

“Solutions Capital”
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2019 Conference Recap

19th Annual 
Energy 
Conference
February 26 – 28, 2019

Our 2019 conference 
featured over 69 
participating companies and 
an audience of nearly 500 
attendees.

European Energy 
Forum
May 22 – 24, 2019

For our second annual 
conference, we were joined 
by over 230 senior 
executives from across the 
energy industry.

10th Annual 
Private Company 
Energy 
Conference
December 4 – 5, 2019

Our 2019 conference 
featured 29 participating 
companies and an audience 
of over 250 attendees.

20th European 
Energy 
Conference
August 27 – 29, 2019

Our 2019 conference at 
Gleneagles in Scotland 
featured 33 participating 
companies and an audience 
of more than 150 attendees.
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2019 Transaction Summary
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2019 Transaction Summary (Continued)
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2019 Transaction Summary (Continued)
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2019 Transaction Summary (Continued)
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2019 Transaction Summary (Continued)
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2019 Transaction Summary (Continued)
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Notes
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