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Overview

This paper investigates the effect of hedging programs, by small to medium sized North American independent shale oil producers, on firm value.  The addition of North American shale oil production to global supply channels has coincided with the recent global oil price collapse.  Small to medium sized independent oil producers have shown to be instrumental, in the shale oil production growth and movement towards US oil independence.  An understanding of the financial and operational resilience of these firms, is important to understanding the industry’s capability to maintain domestic shale oil production, and thereby reduced dependence on global oil imports.  Fifty domestic shale oil focused producers were analyzed over a five-year period (2011-2015), to determine the impact of hedging programs on firm value and firm financial distress metrics.  
Methods

GMM Panel Model for a 45-company sample set with quarterly frequency from 2011-2015
Results

Results indicate that while there are several individual examples of companies benefiting from hedging policies, in terms of resiliency during this time period, the sector as a whole showed no statistical significance that hedging programs contribute to firm value.  
Conclusions

There is no statistical significance that hedging policies contribute to firm value.
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