
Good Times Run Out for Sand 
Producers  WSJ.
Fracking Boom Pushed Up Demand, but Oil-Price Collapse Alters 
Outlook
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Freshly washed sand is sifted into piles, waiting to be dried, stored and shipped at Fairmount Santrol’s 
Wisconsin Industrial Sand Co. in Menomonie, Wis. STEPHEN MATUREN FOR THE WALL STREET JOURNAL
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“This isn’t our first rodeo” has become a catchphrase among oil-industry executives who 
are laying off workers and dialing back spending in the wake of tumbling crude-oil 
prices.



But for many sand producers, this is their first time on the bucking bronco that is the 
cyclical energy business—and not all of them are ready for the wild ride, industry 
analysts say.
Sand is an important ingredient in hydraulic fracturing, or fracking, which has pushed 
American oil output above 9 million barrels a day, rivaling the production of Saudi 
Arabia or Russia. Sand companies’ biggest customers used to be golf courses and glass 
manufacturers, but the oil boom brought energy clients to their door and now roughly 
60% of business is tied to fracking, according to PacWest Consulting Partners, which 
forecasts sand demand.
Now that oil prices have fallen, many fracking companies are retrenching—and that is 
bad news for sand producers.
Earlier this fall PacWest projected sand use would grow by 20% each year in 2015 and 
2016. But following the plunge in oil prices, PacWest now expects sand demand to stay 
flat.
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Meanwhile, new sand mines could add another 10% on top of the existing pile, creating a 
glut and pushing down prices, said Samir Nangia, a principal of PacWest.

http://www.wsj.com/articles/demand-for-sand-takes-off-thanks-to-fracking-1407193760
http://www.wsj.com/articles/small-firm-strikes-it-rich-with-fracking-sand-1410801465
http://online.wsj.com/mdc/public/page/mdc_commodities.html
http://www.wsj.com/articles/imperial-oil-restarts-production-at-kearl-oil-sands-mine-1417568655


Global oil prices have plunged 50% since June, as the surging supply—thanks to fracking
—collided with lackluster world-wide demand for fuel this fall. With their revenue 
threatened, oil drillers and fracking companies are under tremendous pressure to dial 
down their spending and the companies they buy sand from will be easy targets, said 
Karen Nickerson, an energy analyst at Moody’s . “They’re going to push on who they 
can,” she said.
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U.S. Silica Holdings Inc., which operates sands mines in Wisconsin, Illinois and 
Oklahoma, says it is still expecting to grow in 2015, said chief executive Bryan Shinn. 
Even if oil companies drill fewer wells next year, they are increasing the amount of sand 
they use per well, he said.
“This is providing us with a backstop,” said Mr. Shinn, adding that job cuts aren’t in the 
cards for his company. “We’re not even talking about that. If anything we might be 
looking to add jobs as opportunities arise.”
About 70% of U.S. Silica’s sales are under contract and locked in at attractive margins, 
the company said.
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The Oil Market’s Lost Children: MLPs        
Doug Sheridan, an analyst at EnergyPoint Research, said sand companies ought to take 
their cues from Halliburton Co. , Schlumberger Ltd. and other oil-field-service companies 
that have announced cutbacks and workforce reductions.
“Sitting on your hands and waiting isn’t what the veterans do,” Mr. Sheridan said. “There 
are a lot of wide-eyed people out there right now in the industry.”
Silica Holdings’ Mr. Shinn and other sand executives acknowledge they have been 
warned that customers could soon try to renegotiate contracts and push for lower prices.
“They’ve put us on notice,” said Rick Shearer, chief executive of Emerge Energy 
Services LP, another sand company. “Lower oil prices are a concern. This adds a lot of 
uncertainty to 2015.”
Emerge Energy was the darling of Wall Street earlier this year. It made its debut on the 
stock market at $17 in May 2013 and soared as high as $145 in August. Today it trades 
around $54.

http://www.wsj.com/articles/energy-partnerships-lose-allure-as-oil-prices-fall-1420154800
http://quotes.wsj.com/MCO
http://quotes.wsj.com/SLCA
http://www.wsj.com/articles/energy-partnerships-lose-allure-as-oil-prices-fall-1420154800
http://quotes.wsj.com/HAL
http://quotes.wsj.com/SLB


!  

Companies that supply sand to frack shale oil and gas wells face a glut of the material as some U.S. energy 
companies trim drilling plans. STEPHEN MATUREN FOR THE WALL STREET JOURNAL
The stock price of FMSA Holdings Inc., the holding company for Fairmount Santrol , an 
Ohio-based sand miner, has fallen more than 55% since the company went public in 
October. But Chief Executive Jenniffer Deckard said the company is no stranger to 
energy market cycles, since it has been selling frack sand to Halliburton as far back as 
1980.
“We have managed through these cycles before,” she said. “We are again working closely 
with our customers to understand both the short-term impact and looking at long-term 
opportunities.”
Write to Dan Molinski at Dan.Molinski@wsj.com
Corrections & Amplifications
The chief executive of FMSA Holdings Inc. is Jenniffer Deckard. An earlier version of 
this article misspelled her first name.
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