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NEWSLETTER 

Severe mid-November cold prompts spike in 
winter natural gas and electricity futures. 

November 2018 is expected to close out as the 
top 10 coldest Novembers since 1950. 

Although short-term, winter weather has 
always caused commodity shifts based on 
weather factors.  However, this year weather 
plays a bigger factor as supply adequacy is 
called into question. An increase of HDD 
(Heating Degree Days) could cause this 
market to spike for both natural gas and 
electricity. Conversely, a warming forecast may 
cause near term prices to collapse. 

There is potential for our nat. Gas reserves to 
be depleted by March if weather is colder than 
weather models forecast. Because of this 
potential risk we are seeing price spikes in the 

market.  Near-term gas prices will be highly 
volatile and weather dependent, but we 
anticipate long term futures prices may come 
under downward pressure due to growing 
production. We will need to get through winter 
before we see this downward potential. 
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Demand Response - 

California Markets - 

Weather Outlook - 

Current forecast shows a balancing out of temperatures to more moderate with the exception of the 
month of February. 

 
Demand Response (DR) is playing an increasingly important role in wholesale power markets and 
end user customers.  Demand response refers to technologies or incentives to reduce power 
consumption during peak periods and is part of a broader suite of demand side management 
techniques. In 2011 FERC and the Supreme Court made rulings that allowed DR participation to 
become more accessible.  DR can play a critical role in mitigating peak price risk. At the highest level, 
DR shaves peak electricity demand, which can help shave off $$$ to the end user in demand 
charges.  The more DR response on the system can allow for cheaper real-time and day-ahead 
energy costs and avoid risk premium inflation. Reduced demand also helps mitigate grid stress, 
supporting reliability and decreasing the need for end-users to have to bare the brunt of costly grid 
repairs.  We’ve seen a significant shift with utilities over the past five years with new Time-of-Use 
(TOU) tariff rates that help support the DR initiative.  We believe that we will continue to see new tariff 
rates written throughout North America that incentivize end users to adopt a DR program. 

  

 
 
California’s electricity prices have soared over the past month as gas prices have spiked and fires 
have ravaged California.  Upward price movement mirrors national conditions, although fears of gas 
shortage this winter have driven up near-term futures prices. 
 
The wildfires in California will contribute to rising prices and could also increase the risk premiums of 
future pricing. During the fires, electricity was sourced from more expensive generation sources, as 
well as transmission and distribution assets will need to be replaced and repaired over the course of 
the next year.  All of these factors will create an increase in power prices for California.  And keep in 
mind if PG&E is found liable for damages from the fire that consumer will end up footing the bill. 
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Natural Gas - 

  

Longer term, natural gas supply is increasingly driven by oil and natural gas liquids (NGLs) pricing. If 
these prices remain strong, new production may flow regardless of gas prices – potentially resulting in 
steep discounts in 2019. Roughly 40% of new natural gas production growth over the past year came 
largely as a byproduct of drilling for oil. Continued oil and NGLs drilling may lead to favorable 
procurement opportunities next year.  

State News – 

Nevada:

-voted YES on electricity suppliers will be mandated to supply 50% of their electricity from renewables by 2030
-voted NO to deregulation and will not transition to a competitive, market-based structure

Florida: 
-voted YES and banned oil and gas drilling in waters

Arizona: 
-voted NO that utilities will not have to supply 50% of their power from renewable sources by 2030

Virginia: 
- House Bill 1528 (Mullin) and Senate Bill 837 (Suetterlein) propose:

1. Reduce the advance notice to return to utility service requirement from 5 years to 3 months.
2. Give consumers true choice by allowing competitive suppliers to sell 100 percent renewable energy to
customers, even if the incumbent utility offers its own renewable tariff.




