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NEWSLETTER

Customer Spotlight:
Daimler Truck North America
OEM is pleased to support Daimler Truck’s commitment to
achieving carbon neutrality by 2025 in their vehicle
manufacturing network and appreciate the opportunity to work
with them at their Portland facility.
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We predict that sustainability will be one of the
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Commodity Spotlight: LNG
Like everything else this year, LNG demand cratered in the second quarter
before recovering to set new records for 2020. In December, daily LNG send
out reached a high of 11.5 BCF in the U.S.. Will this trend continue?
In Asia, LNG demand is above 2019 levels and 9% higher in China. At the
same time, investors are wary of funding new LNG projects. In 2020, only
one new project has received funding to date - Sempra’s Costa Azul
expansion in Mexico.

Source: Timera Energy

What this means to U.S. gas prices:
As we have stated in previous
months, U.S. LNG is becoming the
swing supply to the rest of the world
and will be priced accordingly. More
natural gas supplies being diverted to
other countries without
corresponding increases in supply
will put upward pressure on U.S.
natural gas prices.
Source: Constellation
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Economy
The U.S. economy’s second half recovery is exceeding all expectations.
Forecasts predicted a flat growth rate. Instead, Q4 is projected to end with
11.2% growth, which can be attributed to several factors: COVID-19 vaccine
optimism, pent up demand, and relatively low energy prices.
The future is still uncertain. While there is optimism surrounding the vaccine,
there are also concerns about how additional lockdown measures in several
states and a Biden administration will impact the economic recovery, not to
mention energy prices.

Crude Oil
Fueled by higher prices and returning demand, production continues to
increase. For the week ending December 11, the number of oil-directed rigs
increased by 12 to 258.
Production increases aren’t limited to North America. Earlier this month,
OPEC+ announced increases of 500,000 bbl starting in January 2021, along
with monthly reviews of market conditions prior to making any adjustments
to production. The markets are taking this as a positive sign, and the January
WTI contract is currently trading at $48.02/bbl.

Source: Baker Hughes
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Natural Gas
The November contract settled at $2.8996/MMBtu, $0.10 cents lower than
November. Since then, prices fell sharply on above-normal temperatures and a
storage withdrawal well below expectations (1 BCF) before rebounding slightly
on colder temperatures, high LNG exports and the simple fact that winter is far
from over. The December contract is currently trading at $2.652.
Production continues to ramp up along with rig counts. Four gas-directed rigs
were added last week, bringing the total to 79, or 50 fewer than a year ago.

If you thought you missed the chance to hedge, don’t worry. We are
seeing some favorable movement in 2021 and 2022, making it time
to consider layering in some hedges. Need assistance determining
the right strategy? Contact us for more information.

In California, San Jose and Oakland join over 40 cities across the state that
have approved a measure to ban the use of natural gas in all new buildings.
San Jose is now the largest U.S. city to ban natural gas in new construction.
Despite this, we expect to see natural gas prices rise in California as the state
retires nuclear power generation, and natural gas, which is being phased out
quickly, is all that is left to fill the void when solar and hydro are not
generating enough power to meet demand. If gas supply is inefficient, and
power cannot be exported from neighboring states, prepare for more planned and unplanned - power outages across the state.
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Natural Gas Storage

Storage for the week ending December 4th is 3,848 BCF, which is 309 BCF
higher than last year, 260 BCF above the five-year average and still within the
5-year historical range. The EIA is now projecting storage levels to be at 1.6
TCF at the end of the winter heating season.

Power
Power prices are starting to stabilize. Prices for 2021 are up 1.6% on average,
and 2022-2025 are up 0.5%. Prices are still close to the all-time contract
lows, making this a good time to look at locking in hedges. Because of the
sustainability regulations imposed by many states, we believe there is still a
greater risk to increased prices for electricity consumers.
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Power... Continued
The Ohio supreme court overturned a decision by the Public Utility
Commission of Ohio (PUCO) that allowed First Energy to exclude up to $204
million in revenue in calculating whether its earnings were excessive.
Regulated companies like utilities are allowed a certain rate of return on their
assets - if they make more than this rate, they must refund the excess amount
to their customers. The case has been returned to PUCO for further review.
Texas reported that 2.4 GW of new power generation capacity is expected to
be online by December 31st. Wind makes up the majority of the new capacity,
followed by solar. New natural gas capacity is minimal.
Texas utility Luminant announced plans to retire two natural gas power plants
(one outside of Houston and one outside of Dallas) and one coal-fired plant
near Victoria by April 2021. The utility plans to replace these facilities with
battery storage projects. Texas power prices for 2021 are up 2.3% over last
month but still lower than they were earlier this year.
In California, PG&E has announced an 8% rate increase to customers starting
in spring 2021. According to the utility, the efforts to mitigate power outages
during the wildfires are to blame. Despite the mitigation efforts, PG&E still
shut off power to customers in its service territory 5 times this year. SoCal
Edison and San Diego Gas & Electric are expected to follow suit with rate
increases, making this a good time to lock in both power and gas prices.

Weather
November 2020 is now the 2nd-hottest on record worldwide, and 2020 is
expected to finish up the same way. But even as we write this, the winds are
shifting, literally and figuratively.
Over the last two weeks, we have seen temperatures that are below what was
forecasted. This is attributed to arctic air patterns that are allowing some cold
Canadian air to move south into the U.S., especially in the East. If this pattern
continues, we could see these conditions well into January. In addition, a
major snowstorm is expected to hit the Northeast later this week, impacting up
to 60 million people. In short, winter is just getting started.
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About Us
Spotlight: Utility Bill Management - Energy invoices can be challenging to
understand, which is why so many companies simply pay them without
reviewing. With Utility Bill Management, OEM inputs the data into a cloudbased software solution, audits each invoice for accuracy and works with the
supplier or utility on your behalf to fix any errors. We do this every month, for
every invoice, saving you time and money.

At Our Energy Manager, we focus on helping our customers manage their
energy and make informed decisions. We partner with our clients to become
an extension of their organizations, providing our customers with the
benefits of an in-house energy department at a fraction of the cost.

