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record highs in January on low storage inventories, a cold winter, global production outages,
shipping delays and China’s shift away from coal
to natural gas. LNG prices surged more than
1,000% since July, and with numerous exporters
looking to take advantage of the opportunity,
the cost to charter an LNG tanker rose from
$99,000 per day on January 5 to $350,000 per
day by January 9.
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• President Joe Biden has outlined an ambitious
environmental agenda, which includes a pledge
to eliminate tax subsidies for the oil and gas industry, a commitment to end new drilling permits on federal lands, and the adoption of
tougher methane regulations. While much is still
unknown, many of these plans will impact the oil
and natural gas industries.
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• Fulfilling his campaign promise, President Joe
Biden has revoked the controversial Keystone XL
oil pipeline permit, halting its construction. The
pipeline would have moved 800,000 barrels of
oil a day from Alberta to the Texas Gulf Coast.
President Biden also placed a temporary moratorium on all oil and natural gas leasing activities in
the Arctic National Wildlife Refuge.

Prices "At a Glance"
NYMEX
Natural Gas ($/MMbtu)
Crude Oil ($/Barrel)
Central Appalachia Coal ($/Ton)
Heating Oil ($/Gallon) - NY Harbor

01/21/21 MMBtu
Settle
Equiv.
$2.491
$2.491
$53.130
$9.285
$55.100
$2.204
$1.601
$11.557

Note: Coal price as of 1/15/21
Source: EIA

Bearish Factors

Neutral Factors

Bullish Factors

• Winter is now more than one-half
over and mild weather has kept
storage inventories at higher than
expected levels.

• Natural gas demand is expected to
rebound as more individuals are
vaccinated.

• Even if weather is neutral, the yearover-year storage balance will
shrink, making refilling inventories
to adequate levels by November 1
more challenging.

• Rallying crude oil prices are incenting drilling in the Permian basis, which should add to associated
natural gas supply contributions.
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• Under President Biden’s agenda,
renewable energy resources are
expected to deliver 70 percent of
the new generation capacity built in
2021.
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• Record LNG exports are expected
to continue, keeping the nation’s
supply/demand balance very tight.
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Market Factors and Price Drivers
Overview
There have already been a lot of “bullish” developments embedded into forward natural gas prices for this summer
and the winter of 2021-2022. Not only has U.S. natural gas production fallen, but strong global liquefied (LNG) demand and robust overseas LNG prices are expected to keep U.S. LNG exports at near record levels for much of 2021.
Goldman Sachs recently forecast that the entire forward price curve will eventually be pushed to $3.25 per MMBtu
as the supply/demand balance in the U.S. tightens and market players struggle to refill storage inventories.
The natural gas futures market is forward looking, and futures prices are reflective of what is “expected” to happen.
In the fall of 2020, several financial firms forecast natural gas prices this winter to rally to $3.50-$4.50 per MMBtu
on sustained colder than average temperatures. Those forecasts provided support to futures pricing. On October
21, 2020, the January 2021 natural gas NYMEX contract was trading in the $3.40’s. But a lack of frigid air eventually
deflated that outlook, and the January 2021 natural gas NYMEX contract expired at $2.467 per MMBtu.
Price Forecasts. Today’s situation isn’t
much different with several major financial firms forecasting an average natural
gas price for 2021 in the range of $3.25
to $3.50 per MMBtu. The Energy Information Administration forecasts an average price of $3.01 per MMBtu. Those
forecasts do seem reasonable given year
-over-year production declines, anticipated economic recovery, and soaring
overseas LNG demand.
But forecasts are rarely spot-on. Interestingly, the majority of price forecasts
from energy executives (based on a poll
of gas and oil firms conducted by the
Federal Reserve Bank of Dallas) are not
nearly as bullish. Of the 140 firms participating, 40 percent forecast an average
natural gas price of $2.40-$2.79 per
MMBtu in 2021, while another 35 percent forecast an average natural gas price of $2.80-$3.19 per MMBtu.
There are numerous factors that are going to influence these price forecasts as 2021 progresses. Weather will always be a major caveat as it has considerable demand implications in the summer when natural gas-fired electric
generation is called upon to meet air conditioning needs, and of course, in the winter to meet heating demand
needs. Summer forecasts (page 8) are currently pointing toward lingering hotter than average temperatures.
Supply Deficit. Natural gas production is declining, but the rig count has been consistently climbing. Plus, many
natural gas producers have already hedged a considerably amount of their natural gas production price for calendar
year 2021. Similarly, the oil rig count has also been climbing, driven by rising crude oil prices. With the price of
West Texas Intermediate (WTI) crude oil trading over $50 per barrel, producers are returning to the drilling patch,
particularly the low-cost Permian basin. That’s good for natural gas too as the Permian is famous for its ability to
produce associated natural gas, which is basically a byproduct of crude oil production. While rising production is no
doubt positive news, it is going to take time for production levels to ultimately rebound, and the natural gas market
is projected to still be undersupplied in 2021 by at least 3 Bcf/day.
LNG Exports. LNG exports will also influence prices, but expectations for near-record exports for much of 2021 are
already embedded to some extent into natural gas prices. After seeing some of the coldest weather since 1966, the
unseasonably cold temperatures in western Europe and Asia are moderating, but overseas LNG price projections for
2021 are considerably higher than last year. Projections are that Title Transfer Facility (TTF) prices will average
$5.60 per MMBtu this year vs. $3.20 per MMBtu in 2020 and Asian LNG spot prices will average $7.60 per MMBtu
this year vs. $3.90 per MMBtu in 2020. Those higher price levels will continue to entice strong U.S. export levels.
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Market Factors and Price Drivers
Storage. Most likely the largest factor on forward prices will be the status of natural gas storage on April 1, 2021,
and the rebuilding of storage inventories over the summer. The pace of storage injections will be influenced by all of
the factors discussed on the prior page — natural gas supply availability, demand, LNG exports, and weather.
Given the forecast to the right, it would seem that winter is
basically declared over in the U.S. This outlook is certainly
creating a weight on natural gas prices. But, most importantly, it is helping storage inventory levels to remain higher than
many expected. In the fall of 2020, analysts projected that
storage inventories would decline to possibly 1,100 Bcf to
1,200 Bcf by April 1, 2021. With inventories still at 3,009 Bcf
as of January 15, 2021, the moderate winter weather has
caused analysts to adjust those estimates considerably higher. Ending inventory projections now range from 1,500 Bcf to
1,700 Bcf. What’s important to note is that the upward adjustments in storage estimates are primarily due to weather,
not changes in production.
Fast forward, and now the focus is on what will storage inventories be on November 1, 2021. Unfortunately, those estimates are wide-ranging. On November 1, 2020, storage
inventory levels were 3,924 Bcf. The five-year average for November 1 is 3,474 Bcf. At this time, IHS Markit says
that if LNG exports remain at 11 Bcf/day in 2021, starting storage inventory levels for next winter would be just
2,600 Bcf, the lowest natural gas storage levels ever going into the winter. That would be incredibly bullish for natural gas prices, and would likely take forward prices well over $3 per MMBtu. Even if LNG exports continue to be
around 10 Bcf/day, some analysts say storage inventories will fall shy of the 3,000 Bcf level on November 1, 2021.
Others don’t have such a dismal outlook, projecting a range of 3,400 Bcf to 3,500 Bcf. However, even this less dismal
outlooks still put storage inventory levels on November 1, 2021, 400+ Bcf below November 1, 2020 levels.
Production Outlooks. Another caveat is
related to natural gas production. While
production is down year-over-year, production levels have remained higher than many
expected. The chart to the right from
Rystad Energy shows just how forecasts
have changed from last fall. But, while production outlooks have improved, they are
still substantially below 2019 record highs,
which continues to support a tightening
supply/demand balance in 2021.
The third quarter of 2021 is going to be
pivotal. There are so many unknowns at
this time. But by then, analysts will have a
better handle on what storage inventory
levels will look like on November 1, 2021,
and a clearer picture of LNG export levels.

Source: CelciusEnergy.net

Of course, winter weather forecasts will also weigh into fall-issued price outlooks. For the past couple of years,
nearly all winter outlooks have tilted “bullish” in the fall, but Mother Nature failed to really deliver the “bullish”
punch that was predicted and prices weakened. That being said, there is likely to be a winter that surprises in the
other direction with bitter cold. In today’s undersupplied market, if the winter of 2020-2021 had been bitter cold, it
is likely that the fall 2020 price forecasts of $3.50-$4.50 per MMBtu would have materialized or possibly even surpassed. Expectations of lower storage inventories on November 1, 2021, are likely to make prices for the summer
of 2021 as well as the winter of 2021-2022 considerably more volatile than in past years.
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Natural Gas Outlook
Summer 2021

Market Commentary

With winter more than one-half over, the industry is looking ahead to
the summer. A key component of where summer prices go will be
based on starting storage inventory levels on April 1, 2021. In October
2020, the April 2021-October 2021 natural gas NYMEX strip was trading at just over $3 per MMBtu on the anticipation of a very cold winter. It has since fallen into the $2.60’s, with much of the decline occurring in just the past 30 days. Sub-$2 per MMBtu prices in the summer
of 2020 are unlikely to be repeated this year because circumstances
are entirely different. Higher LNG exports, lower production, and rebounding demand puts upward pressure on prices. Without a significant change to one of these driving factors, it is impossible to envision
a price collapse in summer 2021 prices. Thus, if you have yet to secure
summer 2021 pricing, with the mild weather outlook (p. 3), now may
be a good time to evaluate what actions you may want to consider
before summer actually arrives.

Winter 2021-2022
Prices for the winter of 2021-2022 will follow the lead of summer 2021
prices. A key component to where winter 2021-2022 prices go will be
based on expectations of where storage inventory levels will be on
November 1, 2021. In October 2020, the November 2021-March 2022
natural gas NYMEX strip was trading in the $3.20’s. It has since fallen
to around $2.95 per MMBtu, again with much of the decline occurring
in the past 30 days. There are more factors capable of pushing prices
higher than lower for next winter. Odds are stacked against the rebuilding of storage to above-average levels by November 1, 2021.
Odds are stacked in favor of robust LNG exports throughout 2021. So,
similar to the above, if you have yet to secure winter 2021-2022 natural gas prices and desire some price stability, the next 1-2 months may
provide some purchasing opportunities as winter winds down. On the
other hand, if you already have some price coverage and/or if you are
more of a risk-taker, it is possible that production levels may continue
to surprise a bit to the upside, but that won’t be fully known until the
storage injection season is well underway. On top of the known supply and demand fundamental issues are the unknowns of what may
change for natural gas and oil producers under the new Administration. Prices will continue to be a driver for production, but how changing regulations tie into that is still up in the air.

About Natural Gas Outlook
Natural Gas Outlook is a comprehensive suite of information and tools to assist buyers in the purchasing of
natural gas. Information is reflective of current market conditions and anticipated impacts on natural gas prices. Energy Solutions, Inc. does not promote overbuying, but rather proactive purchasing in layers to spread out
the risks associated with natural gas price volatility. Recognizing that there is not a one-size-fits-all plan, readers
are encouraged to reference Risk Tolerance Levels when developing a strategy. Low-risk buyers are very budget
conscious and risk-adverse; high-risk buyers strive to attain the lowest possible prices, and medium-risk buyers
find a compromise between low-risk and high-risk buyers.
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“It could be 1-2
years before
supply and
demand are better
balanced.”
Valerie Wood
Editor
The production shortfall exists,
but it has been masked by the
mild winter temperatures. Given
the three-month outlook (p. 3),
the supply deficit may continue
to be offset to some extent by
mild weather. Even so, because
the market anticipates low storage inventory levels on November 1, 2021, natural gas prices
will remain elevated in comparison to recent years.
It’s difficult to identify purchasing
opportunities in a market where
most of the data is bullish, i.e.
supportive of higher prices.
Many analysts continue to say
the forward price curve is undervalued. That is true providing all
the assumptions of LNG exports
and year-over-year production
declines continue. There is no
reason to believe at this time,
those things won’t materialize.
The solution to today’s current
situation is a rebound in natural
gas production. Because production data lags rig count data by 69 months, all eyes will be on
weekly storage reports to gauge
if the supply/demand imbalance
is improving. At this time, indications are that this is going to be a
slow, but steady process, which
means it could be 1-2 years before natural gas supply and demand are back into balance.
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Crude Oil & Gas Production
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Shale Region Production
Shale Region Gas Production

Shale Region Crude Oil Production
EIA Shale
Region
Anadarko
Appalachia
Bakken
Eagle Ford
Haynesville
Niobrara
Permian
Shale Oil Total

Year-over-Year
Feb-21 Feb-20
342
538
124
141
1,194
1,458
998
1,401
33
41
511
741
4,320
4,764
7,522
9,083

EIA Shale
Region
Anadarko
Appalachia
Bakken
Eagle Ford
Haynesville
Niobrara
Permian
Shale Gas Total

3-Month
Trend
Falling
Falling
Rising
Rising
Flat
Falling
Rising
Rising

Diff
(196)
(17)
(264)
(403)
(8)
(230)
(444)
(1,562)

Year-over-Year
Feb-21 Feb-20
5,777
7,506
33,837 33,088
2,801
3,141
5,429
7,099
11,382 11,848
5,075
5,788
16,303 16,964
80,603 85,435

All figures in thousand barrels/day
Source: EIA

Diff
(1,730)
749
(340)
(1,670)
(466)
(713)
(661)
(4,832)

3-Month
Trend
Falling
Rising
Rising
Falling
Falling
Falling
Falling
Falling

All figures in million cubic feet/day
Source: EIA

U.S. Rig Counts
Natural Gas-Directed Rig Counts

Crude Oil-Directed Rig Counts
BH Basin
DJ-Niobrara
Eagle Ford
Haynesville
Marcellus
Other
Permian
Utica
Williston
Oil Rig Total

1/1/21

1/8/21

5
25
0
0
51
175
0
11
267

5
25
1
0
54
179
0
11
275

BH Basin

1/15/21

DJ-Niobrara
Eagle Ford
Haynesville
Marcellus
Other
Permian
Utica
Williston
Gas Rig Total

7
27
1
0
53
189
0
10
287

1/1/21
0
1
43
26
7
0
6
0
83

1/8/21
0
1
42
30
7
0
4
0
84

1/15/21
0
1
43
30
7
0
4
0
85

Source: EIA, Baker Hughes
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Natural Gas Storage

Week
Ending
Actual
Actual
Current
Forecast
Forecast
Forecast
Forecast

01/01/21
01/08/21
01/15/21
01/22/21
01/29/21
02/05/21
02/12/21

Total
Storage

Last
Year

3,330
3,196
3,009
2,853
2,672
2,504
2,306

3,192
3,070
2,973
2,803
2,648
2,527
2,386

Source: EIA, Energy Solutions, Inc. (ESI)

5-Year
Avg
3,129
2,978
2,811
2,637
2,491
2,366
2,224

Surplus/Deficit:
Y-O-Y
138
126
36
50
24
(23)
(80)

5-Year
201
218
198
216
181
138
82

U.S. Gas Storage End of Season
Projections
End of Withdrawal Season: 03/31/21
Number of Weeks:
11
ESI Projected Total:
1,670
Last Yr's Total:
2,019
5-Yr Avg Total:
1,808
Avg to Reach ESI Projected Total:
Last Yr's Avg Over Same Period:

(122)
(85)

All figures in billion square feet (Bcf)

LNG exports will have a significant impact on refilling
natural gas storage inventories over the summer.
The chart to the right shows various scenarios of LNG
export impacts. The green line represents LNG exports at 100% capacity through July, while the blue
line represents LNG exports at 100% capacity through
the summer. You can see a noticeable difference
from 2020 and one of the reasons why natural gas
prices remain supported.

© Copyright 2021 Energy Solutions, Inc.
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Natural Gas Storage by Region
Inventories by Region
EIA
Region
East
Midwest
Mountain
Pacific
South Central
Total Storage

Total
Storage
679
828
176
275
1,051
3,009

Prior
Week
726
879
188
278
1,126
3,197

Diff
(47)
(51)
(12)
(3)
(75)
(188)

Last
Year
702
825
154
224
1,068
2,973

5-Year
Avg
653
773
156
236
993
2,811

Surplus/Deficit
Y-O-Y 5-Year
(23)
26
3
55
22
20
51
39
(17)
58
36
198

All figures in billion square feet (Bcf); figures may be slightly different from the prior page due to rounding
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Weather Forecasts
8-14 Day: January 28 - February 3

February 2021

March to May 2021

June to August 2021

September to November 2021

December 2021 to February 2021

Date Issued: 1/21/2021
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NYMEX Price Comparisons

This graph compares NYMEX front-month and calendar year strip prices from July 2019 to current as of 1/21/21.

© Copyright 2021 Energy Solutions, Inc.
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NYMEX Price Comparisons

This graph illustrates historical daily settlements (from January 2019) and forward natural gas NYMEX contract settlements on
1/21/21, and how forward natural gas NYMEX prices on 1/21/21 compare to where those contract months were trading one year
ago, and two years ago.

This graph illustrates forward seasonal strip prices as of today in comparison to where those forward seasonal strip prices were trading one and two years ago. For example, the Apr21-Oct21 seasonal strip price
traded at $2.67 on 1/21/21, $2.29 on 1/21/20 and $2.53 on 1/21/19.

© Copyright 2021 Energy Solutions, Inc.

10

The above table shows the current seasonal strip price
averages as of 1/21/21 in comparison to historical
expirations prices. The Nov 20-Mar 21 strip includes
any expirations that have occurred.
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US Oil and Natural Gas Production
U.S. oil and natural gas production to fall in 2021, then rise in 2022
In its January 2020 Short-Term Energy
Outlook (STEO), the U.S. Energy Information Administration (EIA) forecasts that
annual U.S. crude oil production will average 11.1 million b/d in 2021, down 0.2
million b/d from 2020 as result of a decline in drilling activity related to low oil
prices. A production decline in 2021 would
mark the second consecutive year of production declines. Responses to the COVID19 pandemic led to supply and demand
disruptions. EIA expects crude oil produc- Source: U.S. Energy Information Administration, Short-Term Energy Outlook (STEO)
tion to increase in 2022 by 0.4 million b/d
because of increased drilling as prices remain at or near $50 per barrel (b).
The United States set annual natural gas production records in 2018 and 2019, largely because of increased drilling in shale
and tight oil formations. The increase in production led to higher volumes of natural gas in storage and a decrease in natural
gas prices. In 2020, marketed natural gas production fell by 2% from 2019 levels amid responses to COVID-19. EIA estimates
that annual U.S. marketed natural gas production will decline another 2% to average 95.9 billion cubic feet per day (Bcf/d) in
2021. The fall in production will reverse in 2022, when EIA estimates that natural gas production will rise by 2% to 97.6 Bcf/d.
EIA’s forecast for crude oil production is separated into three regions: the Lower 48 states excluding the Federal Gulf of Mexico (GOM) (81% of 2019 crude oil production), the GOM (15%), and Alaska (4%). EIA expects crude oil production in the U.S.
Lower 48 states to decline through the first quarter of 2021 and then increase through the rest of the forecast period. As
more new wells come online later in 2021, new well production will exceed the decline in legacy wells, driving the increase in
overall crude oil production after the first quarter of 2021.
Associated natural gas production from oil-directed wells in the Permian Basin will fall because of lower West Texas Intermediate crude oil prices and reduced drilling activity in the first quarter of 2021. Natural gas production from dry regions such as
Appalachia depends on the Henry Hub price. EIA forecasts the Henry Hub price will increase from $2.00 per million British
thermal units (MMBtu) in 2020 to $3.01/MMBtu in 2021 and to $3.27/MMBtu in 2022, which will likely prompt an increase
in Appalachia's natural gas production. However,
natural gas production in Appalachia may be limited
by pipeline constraints in 2021 if the Mountain Valley
Pipeline (MVP) is delayed. The MVP is scheduled to
enter service in late 2021, delivering natural gas from
producing regions in northwestern West Virginia to
southern Virginia. Natural gas takeaway capacity in
the region is quickly filling up since the Atlantic Coast
Pipeline was canceled in mid-2020.
~Principal contributor: Naser Ameen
Source: U.S. Energy Information Administration, Short-Term Energy Outlook (STEO)
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EIA Short-Term Energy Outlook - January 2021
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Year-over-Year Temp Comparison for Bill Review
The NOAA temperature maps below display the variances from average for December 2020 and December 2019.
This comparison can be handy when reviewing your monthly invoice by providing perspective as to why your monthly
consumption was higher or lower than last year.
Additionally, it “may” also provide some insight into invoiced prices that were not fixed in advance if weather is the
primary driving factor.
Both years primarily show scattered near-average, above-average, and much above average temperatures. The Dakotas, Montana and northern Nebraska showed more warmth in 2020, while the Southeast was cooler than 2019.

December 2020

December 2019

© Copyright 2021 Energy Solutions, Inc.
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Natural Gas NYMEX Calendar

Last Trading Day for the
Natural Gas NYMEX
Futures Contract
January 2021
February 2021
March 2021
April 2021
May 2021
June 2021
July 2021
August 2021
September 2021
October 2021
November 2021
December 2021

2021 Trading Holidays
New Year’s ..................................... January 1
Martin Luther King Day ................ January 18

Tuesday, Dec 29
Wednesday, Jan 27
Wednesday, Feb 24
Monday, Mar 29
Wednesday, Apr 28
Wednesday, May 26
Monday, Jun 28
Wednesday, Jul 28
Friday, Aug 27
Tuesday, Sep 28
Wednesday, Oct 27
Friday, Nov 26

President’s Day .......................... February 15
Good Friday .........................................April 2
Memorial Day ................................... May 31
Independence Day (observed) .............. July 5
Labor Day

.............................. September 6

Thanksgiving ............................. November 25
Christmas (observed) ............... December 24

Natural Gas NYMEX Contract Details
One Contract: 10,000 MMBtus or 10,000 dekatherms (approx.)
Electronic Trading (CME ClearPort/Globex) Trading Hours: 6:00 p.m. until 5:00 p.m. EST Sunday
through Friday. There is a one hour break each day
between 5:00 p.m. EST (end of current trade date)
and 6:00 p.m. EST (start of next trade date).
Trading Months: The current year plus the next 12
years through December.
Contract Expiration: Three business days prior to the
first day of the following month.

The monthly edition of Natural Gas Outlook is published by
Energy Solutions, Inc.
Tel: (608) 848-9589

Annual Subscriptions: $695

www.naturalgasoutlook.com

Login now

About Energy Solutions, Inc.
As publisher of Natural Gas Outlook, we review what is happening in the natural gas market every day, and then concisely summarize market-moving events. For commercial and industrial end users looking for a bit more direction in developing and implementing a proactive purchasing strategy, give me a call. We offer a wide array of services tailored to meet your needs, and designed to save you time which allows you to focus on other aspects of your job. We’re not new at this. We’ve been doing it since
1996… that’s not something a lot of other consultants can claim. I look forward to talking with you.
Valerie Wood, President
(608) 848-6255, vkwood@energysolutionsinc.com
© Copyright 2021. All rights reserved. This publication can be redistributed to other employees of the subscribing company. Redistribution to non-company employees,
independent/outside contractors, affiliates, customers or consultants is expressly prohibited.
The information contained herein ultimately relates to the cost and pricing of physical natural gas supplies. Past results are not necessarily indicative of future results. There
is no guarantee that the information contained herein will result in profitable trades. No such guarantee can be given nor should be implied. The information provided
herein should not be construed as an offer to buy or sell futures, options or commodities. While such information is taken from select sources which Energy Solutions, Inc.
believes to be reliable, Energy Solutions, Inc. has not verified such information and makes no representation or warranty as to, and will not be responsible for, its accuracy
or completeness. The information, views and opinions contained herein are presented for the convenience of the reader and are provided on the condition that errors or
omissions therein, or reliance thereon, shall not be made the basis of a claim, demand or cause of action. The views and opinions expressed herein are for informational
purposes only, are in no way guaranteed, are expressed as of a specific time and are subject to change at any time without notice.
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