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Spotlight:
Are we headed for a Recession - and
Lower Prices?
Since last month, we have seen energy prices rise - and fall
- dramatically, often within the same day. Prices are off their
multi-year highs but still much higher than the last few years.
Is there any relief in sight, or are we stuck with these higher
prices?
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Short-term, the fundamental supply/demand/weather/geopolitical factors
favor higher prices. We also expect extreme volatility to continue. Longterm, the outlook is less certain. We are seeing additional signs that this
white-hot economy is slowing. Credit card debt is now at an all time high,
with over 70% of users carrying a balance. And the 10-2 yield curve, a
measure that compares the rates of the 10 year government bond to the 2
year bond, inverted earlier this month. When this curve inverts - meaning
the 2-year yield is higher than the 10-year yield, recession often follows a
year later. The last time we saw the yield invert was in 2019, and the
COVID-induced recession occurred the following year. So, how does this
impact energy prices and what should consumers do?
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First, even with the inverted curve, we cannot predict a recession with
100% accuracy. As for prices, it doesn’t look like we are retreating back to
pre-2021 levels anytime soon. And while it’s tempting to wait and see if a
recession puts downward pressure on prices, there may be a price literally a higher energy price - associated with doing nothing. Fortunately,
there are some opportunities. The current backwardation in the market
makes for some favorable buying opportunities for mid-2023 and beyond.

Unsure of when to step
into this market?
We can help determine which strategy is best for
you. Contact us for more information.
Crude Oil
In March, the International Energy Agency (IEA) reported that
OPEC+ nations only provided 10% of the scheduled increases last
month, which is providing support to oil prices. Stateside, the EIA
has revised its production forecast down from 12.03 MMBbl/day to
12.01 Bbl/day, citing higher labor and materials costs.
The Biden administration has opened up additional federal leases for
drilling, a move that is seen as mostly symbolic since less than 10%
of drilling occurs on federal lands. Still, rig counts continue to rise oil-directed rigs increased by 1 last week to 549, the highest since
April 2020. The May crude oil contract settled at $102.75/Bbl and the
June contract is currently trading at $101.43/Bbl.
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Natural Gas
We have seen tremendous daily swings in natural gas prices since
the April contract closed at $5.336/MMBtu. Over the last three
weeks, the natural gas contract has moved up almost $3 to a 14-year
high of $8.065 before retreating almost $2.00 only to bounce back to
current levels of $6.725/MMBtu.
Much of this retreat is weather-driven. One of the reasons for the run
up earlier this month was the colder than normal start to the shoulder
season across much of the nation. Weather is moderating and more
normal to above-normal temperatures are entering the forecast,
which is reducing heating demand and putting downward pressure on
prices. While this is a welcome development, it does not appear to be
a downward trend. On the production front, the number of gasdirected rigs increased by 1 from last week to 144, yet production is
only averaging 95 BCF/day, which is not enough to keep up with the
increase in global demand, the result of increased LNG exports to
Europe and increased gas-fired power generation displacing coalfired generation as high coal prices are shifting more of this fuel to
Europe. In short, this downward trend may be short-lived and
consumers should look for opportunities to jump in as the market
dips.
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Not sure of when to jump in
or hedge this market?
We can help you develop and execute a plant that
mitigates risk and suppprts your goals. Contact us
for more information.

For the week ending April 15th, natural gas in storage was 1,450
BCF which is 23% lower than last year and 17% below the five year
average. The net withdrawal of 53 BCF was above expected levels of
45 BCF, which provided more downward momentum to the market.
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Power
Driven by the recent run up in natural gas prices, power prices are at
all-time highs. For the week ending April 15th, prices were up by 9%
across every region except Texas, which was 4% higher. Most of the
run up was in the 2022-2023 term.

SOURCE: CONSTELLATION

Sustainability
The Biden administration reimplemented parts of the National
Environmental Policy Act (NEPA) that were rolled back by the
previous administration. Under the new regulations, regulators will
review the proposed projects for direct and indirect impacts to the
climate and historically underserved communities before approving a
new infrastructure project. This will likely delay or derail projects
such as natural gas pipelines in constrained areas, which will add
upward pressure to energy prices.
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Across the Nation
In the Desert Southwest, the Lake Powell reservoir, which powers
the Glen Canyon Dam, is now sitting at 24% of capacity, the lowest
level in over 50 years and is 33 feet from the minimum level needed
to generate hydroelectric power for the region. Current forecasts
show Glen Canyon may be at risk for a complete shutdown in 2023 if
drought conditions continue. The facility can supply up to 8.5
GWh/day.
California’s system operator set a new record for renewable
generation on April 3rd, with 97.6% of generation coming from
renewables in the afternoon. The state is also getting a boost in
available hydroelectric power from the Pacific Northwest this spring,
as high water levels and mild temperatures are allowing more
hydropower to flow into California. Unfortunately, this reprieve is
expected to be short lived - current weather forecasts show drought
conditions are expected to return as we move into the summer
months, which will put upward pressure on prices.
In Maryland, the Senate passed the Climate Solutions Now Act of
2022. The bill requires the state to reduce emissions to 60% of its
2006 levels by 2031 and achieve carbon neutrality by 2045
(previously 2050). The bill now heads to the Governor, where it is
expected to pass.
New Yorkers are getting unwelcome surprises in the form of
increased energy bills. Customers behind ConEd saw a 50%
increase in electricity prices from December to January. In addition,
favorable hedge prices that saved the utility $120 million are now
expiring. Between high prices and a full-steam ahead approach to
sustainability, customers in the Empire state can expect to pay more
for energy.
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In ongoing efforts to avoid a repeat of the unplanned blackouts of
February 2021, Texas’s PUC approved a Firm Fuel Supply Service,
which will provide the state’s system operator with firm fuel to
generate electricity in times of peak load conditions. FSSS is
expected to be operational for the 2022/2023 winter season and
issue an RFP for firm supply in the second quarter of 2022.

Weather
The cooler than normal temperatures that started off April are
starting to change. The South and Southwest are seeing normal to
above-normal forecasts, while the below-normal temperatures in the
Northern part of the country are expected to moderate.

Looking ahead to summer, the DTN weather service is forecasting
early summer heat across the Midcontinent, from the Midwest down
to Texas, and more seasonal temperatures in the East. The first
hurricane season forecasts are also available, and both Colorado
State and AccuWeather are predicting above-normal activity for the
7th year in a row.
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About Us
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.

Services - Risk Management
Is your budget at risk? We can help you manage and mitigate
price and supply risk by reviewing your objectives and developing
a plan that gives you the optimal mix of reliability and costeffectiveness. Give us a call to learn more.

The content of this newsletter is for general information purposes only and should not be relied upon to
make any business, legal or other decisions. All opinions and views expressed are those of Our Energy
Manager and may change as more information becomes available.

