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Natural gas news and more                 December 12,  2017 

 

Market still heading downhill 

Hot on the heels of last week’s 

market rout, today’s prices are on 
the downward slope once again. 

The market ‘correction’ that began 
last Tuesday was caused by an 

extremely warm period the 
reporting week ending December 1. 

As reported on Thursday, it was 
warm enough to reduce the demand 

for natural gas enough to allow a 2 Bcf INJECTION, at a time when a 69 Bcf 
withdrawal would normally take place. 

Without any news to provide support at NYMEX, prices tumbled once again 
today as previously-bullish investors sold off their positions to cut their 

losses. Two significant downward corrections within one week is great news 
for gas consumers. 

If we don’t see any significant cold weather in December, how low will prices 

go? We’ll have to wait and see, but at least we can be confident of its 
direction. 

A bullish weather outlook 
 

Today's 8- to 14-day US temperature 
outlook from the NOAA is calling for warm 

in the south and cold in the north. Overall, 
from a gas demand perspective the 

outlook presents as neutral. 
 

Locally, our temperatures are expected to 
be quite warm until about December 20. 

At this time, lows should dip just below 

freezing and our temperatures will be a 
little cooler than normal, but certainly not 
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extremely cold. Should the weather be colder than forecast, expect Sumas 

prices to rise relative to NYMEX for the duration of the cold spell. However, 
based on today’s forecast I would rate the risk of this occurring as low.  

 
 

A rare storage injection report in December 

Last week the EIA reported a rare 
injection of 2 Bcf in the month of 

December. While a low withdrawal was 
expected, an injection wasn’t on the 

radar. Even more significant is how 

this figure relates to the average 
withdrawal of 69 Bcf for the week.  

As a result, our net storage position 

has improved to only 1% below the 5-
year average. 

This week, expectations are back to normal for a withdrawal in the 70’s to 
be compared to an average of 78 Bcf. 

 

Current pricing 

From a natural gas fundamental perspective the market is still in a balanced 

position, with a couple of key exceptions. One difference is warm weather 
and the other is the wild card of market speculation. 

Just as futures market speculators can drive up prices based on, well, 

nothing fundamental, they can also cause it to fall. Without any significant 
sustained cold weather, the storage injection was the trigger to cause more 

investors to sell off their market positions. As far as I can tell now, with a 

neutral temp forecast, there were no other triggers to cause today’s drop, 
other than the persistent mild weather and a bunch of offside futures 

contracts. 

All prices are indicative at Sumas; all term purchases in CAN$/GJ for 
consistent daily volumes: 

  



Page | 3  

 

Dec 12 2017 Price C$/GJ % change from Dec 5 

Day  $                    3.40  0% 

Jan  $                    3.54  -3% 

Winter Jan to Mar 18  $                    3.03  -6% 

Jan 18 to Dec 18  $                    2.73  -6% 

Jan 18 to Dec 19  $                    2.74  -4% 

Summer Apr to Oct 2018  $                    2.37  -6% 

Longer Term Indicative Sumas Pricing 2018 to 2020 - Fixed Daily 
Volume 

The market’s backwardation trend continues but falling near-future prices 

have greatly diminished the spread. Even so, far-futures are not immune to 
current weakening market conditions. As a result, there has been a 

substantial drop this week in the winter 18/19 hedge.  

Indicative Sumas forward price vs. term average from Nov 2009 

Term Fixed price C$/GJ Vs. term average % 

Winter 18/19 hedge  $                           3.37  -$                          0.83  -20% 

Summer 19 hedge  $                           2.35  -$                          1.15  -33% 

Winter 19/20 hedge  $                           3.32  -$                          0.88  -21% 

Summer 20 hedge  $                           2.40  -$                          1.11  -32% 

Note: summer avg = $3.51/GJ; winter avg = $4.20/GJ; fixed daily volume 

Fortis BC's T-South capacity purchase offer 

Cascadia plans to allocate available benefits based on each client’s baseload 
volumes, consistent with Fortis’ volume allocation approach to each of their 

transport customer groups effective this November 1. Expect to see a 
downward adjustment on all of your November 2017 through October 2018 

invoices. 

Should you have any questions or comments, please reply 

to steve@cascadiaenergy.ca. 

 

Best regards, 

 

mailto:steve@cascadiaenergy.ca

