
Declining 
natural gas 
costs and 
moderating 

winter risk premiums are 
showing depressed electrici-
ty futures pricing (excluding 
CA markets). Downside 
momentum was reinforced 
by minimal scarcity pricing 
during the late-January cold 
snap. By April the market is 
likely to face a growing year-
over-year storage surplus, 

production running 7.0-8.0 
Bcf/d higher year-over-year 
and forecasts for less bullish 
summer weather than last 
years. These conditions may 
force the market to evaluate 
the structural oversupply in 
the market and move futures 
through winter 2019-20 low-
er. The next several months 
could present a good oppor-
tunity for end users to begin 
hedging their long-term 
exposure.
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We will see strong 
cold across the 
upper Midwest 

and west coast.  We may see 
brief pushes of cold in the 
Northeast but the southeast 
should see less cold.  We are 
seeing the makings of a stron-
ger cold front in the Midwest 
into the East coast in the next 
8-14 days.

Weather 

Production and temperatures 
have played a part in keeping 
the winter storage inventory 

flat to year-ago levels. The doomsday 
message we were hearing in late Octo-
ber/November and subsequently the 
NYMEX price elevation that had end 
users scrambling for price stability was 
really a message from chicken little.  
The sky didn’t fall and prices have sta-
bilized due to production keeping up 
with demand. LNG facility in-service 
dates remain a critical factor for the 
2019 storage and price trajectory.

In regards to gas production we are 
seeing producers reducing their capital 
spending in 2019 to keep some cash 
liquidity. Which could put some for-
ward pressure on prices in 2020.

Natural Gas 
Storage & 
Production
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California

California is experiencing 
colder than normal win-
ter’s which is affecting their 

natural gas storage reserves.  This 
is putting pressure on natural gas 
prices which in turns puts pressure 
on electricity prices.  Solar was 
unable to meet demand due to the 
stormy cloud cover that much of 
CA has seen over this winter.

North Carolina 

In other CA related news, PG&E 
declared bankruptcy due to massive 
wildfire-related liabilities. End users 
will probably be left paying for the 
increased wildfire risks. In addition 
to $30 billion of estimated wildfire 
liabilities, a federal judge suggest-
ed PG&E undertake tree clearing 
efforts as part of its probation.  This 
tree clearing initiative could cost up 
to $150 billion.  

Another potential outcome to 
effect end users is PG&E could 
implement a wildfire risk manage-
ment strategy that would turn off 
(de-energize) transmission lines 
during fires.

A Coalition of 15 local, 
state, and national groups 
have joined forces to urge 

the state to consider competitive 
energy options.  The group, called 
Energy Justice NC, has formed a 
petition known as “Petition for 
Energy Choice in North Carolina,” 
urging officials to pursue legislation 
that would open North Carolina 
up to competitive energy markets 
(CHOICE).  It’s an effort to break 
up the Duke monopoly.
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