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National News
In most regions of the 

U.S. electricity future prices 
declined alongside natural 
gas prices, with the excep-
tion of Texas (ERCOT), 
where scarcity prices drove 
futures sharply higher 
($9,000/MWh). However, 
Natural gas market weak-
ness, a general lack of scar-
city pricing nationally, and 
continued growth in low 
marginal cost renewable 
output has led to a favorable 
rates in most areas of the 
U.S.  Prices could proceed 
to decline on anticiapted 
fundamental weakness this 
fall. 

The natual gas forward 
curve has potential to 
decline further in the next 
month, but Cal 2020 and 
Cal 2021 are already priced 
historically low.  There are 
a couple of key bearish 

catalysts this fall, includ-
ing new Permian gas (the 
Gulf Coast Express pipeline 
is due to begin service in 
mid-September and may 
quickly add more than 1.0 
Bcf/d), seasonally declining 
power sector demand (pow-
er sector demand is likely to 
decline nearly 10 Bcf/d by 
the end of September) and 
likely weakness in LNG ex-
port demand (rapidly filling 
natural gas storage inven-
tories globally, especially in 
Europe, suggest that global 
LNG demand may prove in-
sufficient to absorb surging 
supply this fall).

 With Cal 2020 and Cal 
2021 priced historically low, 
end users might want to 
take risk exposure off the 
table at favorable prices. 
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Weather California

Re-evaluation of a pri-
or operational analysis 
suggests that CAISO may 
be facing a 4.7GW capaci-
ty shortfall by 2022. The 
analysis follows (i) an 
initial estimate by CAISO 
earlier this summer that 
calls for a 2,500 MW short-
fall by 2022; (ii) a re-
quest for analysis by the 
California Public
Utilities Commission 

(CPUC); and (iii) an analy-
sis by Southern California 
Edison. All found resource 
adequacy and operational 
shortfalls ahead.
CAISO indicates that the 

analysis results are con-
servative, failing to ac-
count for the full range of 
wind generation during the 
evening, when solar output 
largely drops off the grid 
and reliability problems 
are most acute. Already, 
the grid operator is urging 
the CPUC to delay potential 
natural
gas capacity retirements 

due to once-through cooling 
requirements.

End users look at secur-
ing electricity needs, be-
cause the road ahead looks 
steep and full of price 
increases in California. 

The fall outlook continues to 
trend in the warm direction.  

Even with a mild early start 
to September it can still pres-
ent a bullish risk due to cooling 
demand.  The southern U.S. and 
Pacific Coast tend to have a more 
bullish September than other 
areas of the country. 

My mid-Octoer and Novem-
ber, however, mild weather could 
defer the beginning of the heat-
ing season, which could lead to 

further declines for both natural 
gas and electricity prices.  

El Niño conditions continue 
to fade slowly, with neutral con-
ditions likely heading into the 
upcoming winter. Near-neutral 
conditions may limit the chances 
of a warm winter. End users may 
wish to guard against cold early

winter risks—particularly if 
prices for electricity and natural 
gas trend lower this fall.

If a cold start to winter should 
materilaize it would create an 
upside to price risk and may 
mark the end of an advanta-
geous procurement window for 
both electricity and natural gas. 
Last November, a frigid onset of 
winter sent prices sharply higher 

and forward curves remained 
elevated for

months. A similar upside price 
risk, albeit less pronounced, is 
beginning to emerge for the 
coming winter as well.
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Preliminary Dec 2019 Forecast
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