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Summary
Natural Gas 
• Natural gas prices continued to fall in January 
• Low gas prices prompted coal switching
• Consumption, production decreased in January
• Exports remain strong, may be impacted by coronavi-

rus
• Highest Winter withdrawal in January, inventories still 

high

• Power commodity prices continued to fall in Janu-
ary on mild weather

• CLEAN Energy Act introduced in the House
• Regional News:  Connecticut, Maine, Massachu-

setts
• State news:  Arizona, California, South Carolina, 

New Jersey, Pennsylvania, Virginia  

Power

Weather
• Colder weather failed to materialize for Jan, early 

Feb
• February:  Temperatures above-normal East, Be-

low-Normal West, more precipitationNatural Gas 
The bearish trend from December continued well into 

January as the below-normal weather forecasts failed to 
appear across much of the U.S.  The February contract 
settled $1.877, which is the lowest settlement price since 
2011.  The last time the natural gas prompt month traded 
below $2 was March - June 2016.

The lower prices prompted fuel-switching from coal 
to gas for power generation, reversing the trend we saw 
at the end of last year.  Natural gas generation increased 
from 31% to 33% while coal-fired generation decreased 
from 36% to 31% in the Midwest and Southeast.

 
Milder temperatures triggered a sharp decrease in 

demand the last week in January.  Overall demand was 
down 10% during this time, with the commercial and 
residential sector down 15%.  

We are starting to see declines in production as well, 
that we reported on last week.  Production fell during 
the last week of January by 0.9 BCF.  This trend is expect-

ed to continue, with three northeast producers announc-
ing reductions in capital expenditures because of low 
natural gas prices.  Two major oil producers also expect 
oil production activity to decline in 2020, which may 
reduce natural gas production. 

Exports continued to be the bright spot on the natural 
gas landscape.  LNG exports reached an all-time high 
of 9 BCF/day in January.  For the week ending January 
31st, exports to Mexico increased by 13%, which was 
attributed to the completion of maintenance on two key 
pipelines serving the area.  Newly released EIA data 
for November 2019 shows that total exports increased 
30% over November 2018.  While exports are currently 
strong, there is still question as to whether the corona-
virus will have a negative impact.  China canceled two 
LNG cargoes this week and is considering declaring 
force majeure to cancel additional cargoes, citing de-
creased demand resulting from the outbreak.

These events signal lower production for 2020, which could lead to a course correction in the 
current trajectory of the natural gas markets.  



Natural Gas Storage 
In January, the EIA reported the largest natural gas 

storage withdrawal of the season of 201 BCF for the 
week ending January 24, 2020.  As of January 31, 2020, 
natural gas inventories ended at 2,609 BCF, which is 
30.8% higher than this time last year and 8.3% above 
the 5-year average.  

Warmer temperatures and forecasts continued to put 
downward pressure on the power markets.  Even Texas 
prices fell on the mild weather, although less drastically 
than other regions.  In addition, the EIA put out a report 
showing that power generation from renewable sources 
is slated to surpass coal and oil generation by 2021 and 
natural gas generation by 2045.  

For February, current and forward prices are trading 
lower.  Calendar 2021-2024 prices are still higher than 
current prices in Texas and California markets.

The Chairman of the House Energy and Commerce 
Committee introduced legislation for the Climate Leader-
ship and Environmental Action for our Nation’s (CLEAN) 
Future Act last week.  Key components of the legislation 
include subjecting all public utilities to additional regula-
tory oversight and require suppliers to source power from 
100% clean sources by 2050.  

The Attorney Generals of Connecticut, Maine and Mas-
sachusetts have accused ISO New England of anti-compet-
itive practices in soliciting bids for transmission projects.  

The AGs claim that every transmission 
project since 2011 has been declared an 
emergency, which allows ISO-NE to use 
a bidding process that limits competition, 
and allege that ratepayers could save mil-
lions if the projects were bid more com-
petitively.  ISO-NE recently announced 
an RFP for competitive bids for transmis-
sion system upgrades in the Boston area. 

In Arizona, Enel X and Salt River 
Project are launching a demand-response 
pilot program in Phoenix.  Under this 
program, customers can choose to reduce 
their usage during peak demand times in 
exchange for payment.  The pilot will run 

from May 15th through October 15th during the hours of 
12-9 p.m.

Power

We can work with you to determine whether a demand-response program is right for your 
business.  Contact us for more information. 



California
In California, regulators updated the state’s $1 

Billion energy efficiency fund to incentivize building 
and appliance solutions that use electricity rather than 
natural gas.  Clean energy advocates approve of the 
measure, while opponents, including SoCal Gas, raise 
concerns that the measure will reduce or eliminate rate-
payer protections and obscure the real costs of energy 
efficiency solutions, which may lead to higher costs. 

The state Senate also approved a bill that would fine 
utilities for shutting off power as a means of prevent-
ing wildfires.  Under the proposed legislation, PG&E, 
SoCal Edison and San Diego Gas and Electric would 
have been fined over $550 million, $40 million and $10 
million, respectively, for the shutoffs in October and 
November.  The bill now heads to the state Assembly 
for consideration.  Critics of the bill raise concerns that 
if it passes, the fines will end up being passed on to 
consumers through higher rates.

In South Carolina, legislators have introduced a bill in 
the state Senate that would establish a committee to study 
electricity market reforms.  This Committee would take 
up issues such as creating or joining an RTO, developing 
customer choice programs and requiring utilities to sell 
generation or transmission assets. 

South Carolina

We can work with you to determine whether a demand-response program is right for your 
business.  Contact us for more information. 

New Jersey, Pennsylvania, and Virginia 
Customers behind utilities in New Jersey (JCP&L and 

PSEG), Pennsylvania (MetEd and Penelec) and Virginia 
(Dominion) will see an increase in their transmission rates.  
These rates went into effect January 1, 2020 and will be 
reflected starting on the February bills. 

Weather
The colder-than-normal forecasts largely failed to 

materialize and the models shifted to normal-to-above 
for the remainder of January.  The current 6-10 and 
8-14 day forecasts show above-normal temperatures 
and precipitation for Eastern and Central US and 
below-normal temperatures and precipitation for the 
West, with the exception of the Pacific Northwest, 
which is showing above-average precipitation.  If this 
trend holds, we could see lower prices in the West.
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