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INVESTMENT PRODUCTS ARE: ● NOT FDIC INSURED ● NOT A DEPOSIT OR OTHER OBLIGATION OF, 

OR GUARANTEED BY, JPMORGAN CHASE BANK, N.A. OR ANY OF ITS AFFILIATES    ● SUBJECT TO 

INVESTMENT RISKS, INCLUDING POSSIBLE LOSS OF THE PRINCIPAL AMOUNT INVESTED 

 

Cold Turkey: a quick comment on Presidential candidate proposals for an immediate nationwide 
ban on hydraulic fracturing

1
 

 

A leading Presidential candidate has called for an immediate nationwide ban on hydraulic fracturing 
“everywhere”.  Who said it matters less than what it may mean.  The United States has undergone an 
energy boom recently which has finally erased the long-standing US net energy deficit (first two charts).  
This outcome is mostly the consequence of hydraulic fracturing.  As shown in the 3rd chart, hydraulic 
fracturing now accounts for 60%-80% of US oil, natural gas and natural gas liquid (NGL) production.  
Furthermore, domestically produced oil and gas derived from hydraulic fracturing accounts for an 
enormous 40% of total US primary energy consumption (4th chart).   
 

  
 

  
 

I have written on risks and rewards of hydraulic fracturing before: how the US is practically the only country 
engaged in it, with the exception of minor amounts in Canada, China and Argentina; on risks from a small 
subset of shallower wells drilled in a few states from 1,000-2,000 feet (rather than the typical range of 
4,000-12,000 feet), which could increase aquifer risks; on how flowback/produced water from fracturing 
can contain toxic amounts of lead, arsenic, barium, chromium, uranium, radium, radon and benzene; on 
exponential growth in water usage in the Permian Basin; on risks around well integrity and contamination 
from groundwater handling;  and how the EPA’s own Advisory Board questioned conclusions in the EPA’s 
2016 hydraulic fracturing report which found little evidence of systemic impacts on drinking water. 

  

                                                 
1 One can be concerned about ramifications of such a ban while still being alarmed at Trump’s “War on Science”, 

which we wrote about here, and which continued this week with rollback of Federal oversight of US waterways. 
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Hydraulic fracturing accounts for 40% of all US primary 
energy consumption
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Even so, it seems that many of these issues can be addressed through regulation and oversight, rather than 
via an outright ban.  Hydraulic fracturing and wastewater handling is much less complex than other 
industrial and energy processes such as crude oil refining and nuclear power.  While US renewable power 
generation is growing, the pace is not fast enough to abandon fractured natural gas and oil given US goals 
of decommissioning aging coal and nuclear power plants, and reducing reliance on foreign oil.  Natural 
gas is a critical complement to intermittent renewable energy in the absence of a nationwide electricity 
grid2 and cheap energy storage3.  Have proponents of an immediate “cold turkey” ban on 40% of 
the US energy supply thought through possible consequences for growth, employment, energy 
prices, energy independence, the dollar, geopolitical/military risks and productivity?  For a variety 
of economic and geological reasons the US energy boom will not last for decades, but the consequences 
of bringing it to an abrupt end are almost certainly not well understood. 
 

 
 

Michael Cembalest 
JP Morgan Asset Management 

 
  

                                                 
2 I wonder what Senator Warren would say to her neighbors in New Hampshire about their decision to 

prevent grid upgrades and renewable energy projects from happening.  The proposed 1 GW Northern Pass 
transmission line connecting Hydro-Quebec to Southern New England was supported by Massachusetts regulators 
and its Department of Energy Resources to reduce reliance on fossil fuels and increase renewable energy (hydro) use. 
 

However, a New Hampshire siting committee unanimously rejected the proposal since it worried that the 192-mile 
transmission line would disrupt streets and harm tourism.  Concessions by the Northern Pass group to bury 52 miles 
of the route and set aside 5,000 acres of preservation and recreation land were insufficient to change the outcome.  
In July 2019, the New Hampshire Supreme Court rejected and killed the proposal.   The non-profit grid regulator ISO 
New England warned last year that the region's power system may soon be unable to meet electricity demand and 
maintain reliability without some degree of emergency actions such as rolling blackouts and controlled outages. 
 

3 The US generates over 4 billion MWh of electricity each year, but only has around 1,500 MWh of utility-scale energy 
storage. Pumped-storage hydropower in geological reservoirs accounts for 95% of storage capacity. 

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015

Source:  BP Statistical Review of World Energy. 2019. 

US sources of primary energy consumption

Oil

Natural gas

Coal

Nuclear
Hydro

Modern renewables

https://www.amazon.com/J-P-Morgan-Chase-Eye-Market/dp/B07L4SWCYL/
https://playmusic.app.goo.gl/?ibi=com.google.PlayMusic&isi=691797987&ius=googleplaymusic&apn=com.google.android.music&link=https://play.google.com/music/m/Ituhdyagshysf5bmai3ddjmif5y?t%3DJ.P._Morgan_Eye_on_the_Market%26pcampaignid%3DMKT-na-all-co-pr-mu-pod-16
https://itunes.apple.com/us/podcast/eye-on-the-market/id1367963156


  
EYE ON THE MARKET   MICHAEL CEMBALEST   J .P .  MORGAN  September 13 ,  2019  

 

 
3 

Purpose of This Material: This material is for information purposes only. The views, opinions, estimates and strategies expressed herein constitutes 
Michael Cembalest's judgment based on current market conditions and are subject to change without notice, and may differ from those expressed 
by other areas of J.P. Morgan. This information in no way constitutes J.P. Morgan Research and should not be treated as such. 
 
GENERAL RISKS & CONSIDERATIONS 
Any views, strategies or products discussed in this material may not be appropriate for all individuals and are subject to risks. Investors may get 
back less than they invested, and past performance is not a reliable indicator of future results. Asset 
allocation / diversification does not guarantee a profit or protect against loss. Nothing in this material should be relied upon in isolation for the 
purpose of making an investment decision. You are urged to consider carefully whether the services, products, asset classes (e.g. equities, fixed 
income, alternative investments, commodities, etc.) or strategies discussed are suitable to your needs. You must also consider the objectives, risks, 
charges, and expenses associated with an investment service, product or strategy prior to making an investment decision. For this and more 
complete information, including discussion of your goals/situation, contact your J.P. Morgan representative. 
 
NON-RELIANCE 
Certain information contained in this material is believed to be reliable; however, JPM does not represent or warrant its accuracy, reliability or 
completeness, or accept any liability for any loss or damage (whether direct or indirect) arising out of the use of all or any part of this material. No 
representation or warranty should be made with regard to any computations, graphs, tables, diagrams or commentary in this material, which are 
provided for illustration/reference purposes only. The views, opinions, estimates and strategies expressed in this material constitute our judgment 
based on current market conditions and are subject to change without notice. JPM assumes no duty to update any information in this material in 
the event that such information changes. Views, opinions, estimates and strategies expressed herein may differ from those expressed by other 
areas of JPM, views expressed for other purposes or in other contexts, and this material should not be regarded as a research report. Any 
projected results and risks are based solely on hypothetical examples cited, and actual results and risks will vary depending on specific circumstances. 
Forward-looking statements should not be considered as guarantees or predictions of future events. 
 
Nothing in this document shall be construed as giving rise to any duty of care owed to, or advisory relationship with, you or any third party. Nothing 
in this document shall be regarded as an offer, solicitation, recommendation or advice (whether financial, accounting, legal, tax or other) given by 
J.P. Morgan and/or its officers or employees, irrespective of whether or not such communication was given at your request. 
 
J.P. Morgan and its affiliates and employees do not provide tax, legal or accounting advice. You should consult your own tax, legal and accounting 
advisors before engaging in any financial transactions. 
 
LEGAL ENTITY, BRAND & REGULATORY INFORMATION 
In the United States, bank deposit accounts and related services, such as checking, savings and bank lending, are offered by JPMorgan Chase 
Bank, N.A. Member FDIC. JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may include 
bank-managed investment accounts and custody, as part of its trust and fiduciary services. Other investment products and services, such as 
brokerage and advisory accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member of FINRA and SIPC. Annuities are made 
available through Chase Insurance Agency, Inc. (CIA), a licensed insurance agency, doing business as Chase Insurance Agency Services, Inc. in 
Florida. JPMCB, JPMS and CIA are affiliated companies under the common control of JPMorgan Chase & Co. Products not available in all states. 
 
In Luxembourg this material is issued by J.P. Morgan Bank Luxembourg S.A. (JPMBL), with registered office at European Bank and Business 
Centre, 6 route de Treves, L-2633, Senningerberg, Luxembourg. R.C.S Luxembourg B10.958. Authorised and regulated by Commission de 
Surveillance du Secteur Financier (CSSF) and jointly supervised by the European Central Bank (ECB) and the CSSF. J.P. Morgan Bank Luxembourg 
S.A. is authorized as a credit institution in accordance with the Law of 5th April 1993. In the United Kingdom, this material is issued by J.P. Morgan 
Bank Luxembourg S.A– London Branch. Prior to Brexit,(Brexit meaning that the UK leaves the European Union under Article 50 of the Treaty on 
European Union, or, if later, loses its ability to passport financial services between the UK and the remainder of the EEA), J.P. Morgan Bank 
Luxembourg S.A– London Branch is subject to limited regulation by the Financial Conduct Authority and the Prudential Regulation Authority. 
Details about the extent of our regulation by the Financial Conduct Authority and the Prudential Regulation Authority are available from us on 
request. In the event of Brexit, in the UK, J.P. Morgan Bank Luxembourg S.A.– London Branch is authorised by the Prudential Regulation Authority, 
subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of 
our regulation by the Prudential Regulation Authority are available from us on request. In Spain, this material is distributed by J.P. Morgan Bank 
Luxembourg S.A., Sucursal en España, with registered office at Paseo de la Castellana, 31, 28046 Madrid, Spain. J.P. Morgan Bank Luxembourg 
S.A., Sucursal en España is registered under number 1516 within the administrative registry of the Bank of Spain and supervised by the Spanish 
Securities Market Commission (CNMV). In Germany, this material is distributed by J.P. Morgan Bank Luxembourg S.A., Frankfurt Branch, registered 
office at Taunustor 1 (TaunusTurm), 60310 Frankfurt, Germany, jointly supervised by the Commission de Surveillance du Secteur Financier (CSSF) 
and the European Central Bank (ECB), and in certain areas also supervised by the Bundesanstalt für 
Finanzdienstleistungsaufsicht (BaFin). In Italy, this material is distributed by J.P. Morgan Bank Luxembourg S.A– Milan Branch, registered office at 
Via Cantena Adalberto 4, Milan 20121, Italy and regulated by Bank of Italy and the Commissione Nazionale per le Società e la Borsa (CONSOB). 
In addition, this material may be distributed by JPMorgan Chase Bank, N.A. (“JPMCB”), Paris branch, which is regulated by the French banking 
authorities Autorité de Contrôle Prudentiel et de Résolution and Autorité des Marchés Financiers or by J.P. Morgan (Suisse) SA, which is regulated 
in Switzerland by the Swiss Financial Market Supervisory Authority (FINMA). 
 
In Hong Kong, this material is distributed by JPMCB, Hong Kong branch. JPMCB, Hong Kong branch is regulated by the Hong Kong Monetary 
Authority and the Securities and Futures Commission of Hong Kong. In Hong Kong, we will cease to use your personal data for our marketing 
purposes without charge if you so request. In Singapore, this material is distributed by JPMCB, Singapore branch. JPMCB, Singapore branch is 
regulated by the Monetary Authority of Singapore. Dealing and advisory services and discretionary investment management services are provided 
to you by JPMCB, Hong Kong/Singapore branch (as notified to you). Banking and custody services are provided to you by JPMCB Singapore Branch. 
The contents of this document have not been reviewed by any regulatory authority in Hong Kong, Singapore or any other jurisdictions. This 
advertisement has not been reviewed by the Monetary Authority of Singapore. JPMorgan Chase Bank, N.A., a national banking association 
chartered under the laws of the United States, and as a body corporate, its shareholder’s liability is limited. 
 
JPMorgan Chase Bank, N.A. (JPMCBNA) (ABN 43 074 112 011/AFS Licence No: 238367) is regulated by the Australian Securities and Investment 
Commission and the Australian Prudential Regulation Authority. Material provided by JPMCBNA in Australia is to “wholesale clients” only. For the 
purposes of this paragraph the term “wholesale client” has the meaning given in section 761G of the Corporations Act 2001 (Cth). Please inform 
us if you are not a Wholesale Client now or if you cease to be a Wholesale Client at any time in the future. 
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JPMS is a registered foreign company (overseas) (ARBN 109293610) incorporated in Delaware, U.S.A. Under Australian financial services licensing 
requirements, carrying on a financial services business in Australia requires a financial service provider, such as J.P. Morgan Securities LLC (JPMS), 
to hold an Australian Financial Services Licence (AFSL), unless an exemption applies. JPMS is exempt from the requirement to hold an AFSL 
under the Corporations Act 2001 (Cth) (Act) in respect of financial services it provides to you, and is regulated by the SEC, FINRA and 
CFTC under US laws, which differ from Australian laws. Material provided by JPMS in Australia is to “wholesale clients” only. The information 
provided in this material is not intended to be, and must not be, distributed or passed on, directly or indirectly, to any other class of persons in 
Australia. For the purposes of this paragraph the term “wholesale client” has the meaning given in section 761G of the Act. P lease inform us 
immediately if you are not a Wholesale Client now or if you cease to be a Wholesale Client at any time in the future. 
This material has not been prepared specifically for Australian investors. It: 
• may contain references to dollar amounts which are not Australian dollars; 
• may contain financial information which is not prepared in accordance with Australian law or practices; 
• may not address risks associated with investment in foreign currency denominated investments; and 
• does not address Australian tax issues. 

 
With respect to countries in Latin America, the distribution of this material may be restricted in certain jurisdictions. We may offer and/or sell to 
you securities or other financial instruments which may not be registered under, and are not the subject of a public offering under, the securities 
or other financial regulatory laws of your home country. Such securities or instruments are offered and/or sold to you on a private basis only. Any 
communication by us to you regarding such securities or instruments, including without limitation the delivery of a prospectus, term sheet or other 
offering document, is not intended by us as an offer to sell or a solicitation of an offer to buy any securities or instruments in any jurisdiction in 
which such an offer or a solicitation is unlawful. Furthermore, such securities or instruments may be subject to certain regulatory and/or contractual 
restrictions on subsequent transfer by you, and you are solely responsible for ascertaining and complying with such restrictions. To the extent this 
content makes reference to a fund, the Fund may not be publicly offered in any Latin American country, without previous registration of such 
fund´s securities in compliance with the laws of the corresponding jurisdiction. Public offering of any security, including the shares of the Fund, 
without previous registration at Brazilian Securities and Exchange Commission–CVM is completely prohibited. Some products or services contained 
in the materials might not be currently provided by the Brazilian and Mexican platforms. 
 
References to “J.P. Morgan” are to JPM, its subsidiaries and affiliates worldwide. “J.P. Morgan Private Bank” is the brand name for the private 
banking business conducted by JPM.    This material is intended for your personal use and should not be circulated to or used by any other person, 
or duplicated for non-personal use, without our permission. If you have any questions or no longer wish to receive these communications, please 
contact your J.P. Morgan representative. 
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