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Natural gas news and more                 December 5,  2017 

 

Market values slide 

Despite forecasts calling for 

much colder than normal 
temperatures in the eastern US 

region, market values of natural 

gas continue to slide. 

As we’ve already witnessed this 
winter season, typically a colder 

weather forecast is all it takes 
to send prices soaring rapidly 

upward due to the expected 
increase in natural gas demand. And soar they did, but the rally ran out of 

steam and prices are receding once again. How could this happen? 

Following a below-average storage withdrawal report last week, I suspect it’s 

the market’s anticipation of an even weaker storage report to come later this 
week. Much weaker in fact, and its downward pull is already enough to 

reverse the upward price push caused by the cold forecast.  

Remember that storage reports are always a week behind, so this 
Thursday’s release will cover the week ending Dec. 1 which was a warm 

week overall. As a result, natural gas traders are now expecting a 

withdrawal of less than 10 Bcf this week.  

Compare this figure to the weekly average withdrawal of 69 Bcf for the same 
period and the picture is clear:  

As we’ve said before, winter is a volatile time and this year has been and will 

be no different.  
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A bullish weather outlook 

 
Today's 8- to 14-day 

temperature outlook from the 
NOAA is calling for warm in the 

west and cold in the east. It 
looks similar to last week’s 

outlook, perhaps even a little 
warmer overall.  Given the 

high probability of below-
normal temps in the east, and 

the high concentration of gas-
fired heating in that region, 

weather-related demand for 
natural gas should be on the 

rise.  

 
Locally, our temperatures are 

expected to be a little warmer 
than seasonal norms. Better 

yet, there does not appear to 
be any artic outflow conditions 

expected for the Lower Mainland over the next 2 weeks. Recall that prices at 
Sumas disconnect from NYMEX and spike under times of extreme local cold.  

 
 

 

Storage position improves 

Last week’s EIA storage report was a 
withdrawal of 33 Bcf, below market 

analysts' expectations of 37 Bcf.  

The reported withdrawal was well 

below the 5-year average for the 
week, which is a 47 Bcf withdrawal. 

As a result, our net storage position 

has improved to 2.8% below the 5-
year average, up from -3.1% last 

week. 
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This week, as noted above, expect to see a small, bearish withdrawal of less 

than 10 Bcf. 

 

 

Current pricing 

Despite all the volatility and bullish US temperature forecasts, market prices 
are continuing to fall. Expect prices to struggle this week against an 

anticipated low storage withdrawal. After that, will the coming US cold spell 
retake control of the natural gas market? 

With all other key market fundamentals residing in stable, strong positions, 

weather-related demand will continue to set the tone for the volatile near 
future. 

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

Dec 5 2017 Price C$/GJ % change 

Day  $                    3.41  6% 

Jan  $                    3.65  -9% 

Winter Jan to Mar 18  $                    3.24  -10% 

Jan 18 to Dec 18  $                    2.90  -4% 

Jan 18 to Dec 19  $                    2.85  -4% 

Summer Apr to Oct 2018  $                    2.53  -3% 

Longer Term Indicative Sumas Pricing 2018 to 2020 - Fixed 

Daily Volume 

The market’s backwardation trend continues but is being pushed out further 
forward in time, now starting in the summer of 2019. This week’s forward 

market values at Sumas, shown in the table below, have fallen from last 
week’s Update.  

Indicative Sumas forward price vs. term average from Nov 2009 

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

Winter 18/19 hedge  $                           3.53  -$                          0.67  -16% 

Summer 19 hedge  $                           2.37  -$                          1.13  -32% 

Winter 19/20 hedge  $                           3.34  -$                          0.86  -20% 

Summer 20 hedge  $                           2.37  -$                          1.14  -32% 

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

