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Natural gas news and more                 January 9, 2018 

 

Prices plummet despite recent high demand levels 

The background: 

Our local market sustained a 
couple of weeks of arctic-fuelled 

ice and snow around the 
holidays. Local prices increased 

and later decreased as temps 
rose as one would expect. No 

surprises there. 

However, cold weather also 

arrived in the US eastern region 
right after Christmas. Then to 

kick off the New Year the 
‘weather bomb’ hit, and hit hard. The highest-ever US demand for natural 

gas was recorded and prices soared to around C$208/GJ for delivery to New 
York City at its peak. It was so cold natural gas production fell due to water 

vapour freezing in pipelines thereby restricting flow. 

An exceptionally large US storage withdrawal of 206 Bcf was recorded for 
the Christmas week. We’ll have to wait for last week’s withdrawal number 

but it is expected to be huge – in fact, the largest ever recorded. 

Let’s also not forget that we are in the middle of the winter season. 

The market reaction: 

NYMEX values did rise for a week or so and promptly fell back down to earth. 
Excuse me? 

Yes the forecast has now turned mild but this alone doesn’t seem sufficient 

justification for the rapid recovery to lower prices. All this has left more than 
a few industry analysts scratching their heads. 
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There are some possible explanations circulating in the marketplace: Do 

storage levels have to fall much further from the 5 year average to push 
prices up? Perhaps the recent cold is viewed as a short-term aberration 

during a warm winter overall? Is the size and scalability of northeast US 
production such that it is keeping a lid on the market?  

Without a clear rationale available and little in the way of industry consensus 

supporting any new significant fundamental market changes, we can still 
take some value from just observing and reporting on NYMEX’s recent 

reactions.  

To sum up the current situation, the NYMEX is acting like a bear despite 

strong short-term bullish fundamentals. Regardless of the reason, this 
market response is a welcome result and represents a positive indication for 

gas consumers over the near term. 

 

Warm temperatures are back 

Today's 8- to 14-day US 

temperature outlook from 
the NOAA is warm to say 

the least. Demand has 
decreased and is expected 

to stay lower than normal 

during this time period. 
 

Locally, our temperatures 
will increase through to 

the end of the weekend 
and then settle into a 

normal temperature 
pattern for this time of 

year.  
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Storage withdrawal report delivers a bullish message 

For the week ending 
December 29, the EIA 
reported a withdrawal of 

206 Bcf. The withdrawal 
was over twice the size of 

the 99 Bcf average but 
was lower than market 

expectations of 221 Bcf.  

Get ready for this week’s 

report: a massive 
withdrawal exceeding 300 

Bcf is expected. This will 
compare to a recorded 

high of 288Bcf. 

Overall storage levels have fallen to 5.8% below normal.  

 

 

Current pricing 

An improving Canadian dollar is helping to lower prices even further as both 

spot and futures markets have fallen quite significantly from last week. 

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

consistent daily volumes: 

Jan 9 2017 Price C$/GJ % change from Jan 2 

Day  $                    2.91  -37% 

Feb  $                    3.11  -9% 

Winter Feb to Mar 18  $                    2.86  -10% 

Feb 18 to Jan 19  $                    2.69  -6% 

Feb 18 to Jan 20  $                    2.67  -4% 

Summer Apr to Oct 2018  $                    2.36  -5% 
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Longer Term Indicative Sumas Pricing 2018 to 2020 - Fixed Daily 

Volume 

The market’s backwardation trend continues, however the price dip is 
moving further forward in time. Although all the hedges shown in the table 

below have dropped, due to the degree of recent spot market declines, note 
that Winter 2018/19 prices have dropped the most since our last Market 

Update:  

Indicative Sumas forward price vs. term average from Nov 2009 

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

Winter 18/19 hedge  $                           3.27  -$                          0.93  -22% 

Summer 19 hedge  $                           2.28  -$                          1.23  -35% 

Winter 19/20 hedge  $                           3.21  -$                          0.99  -24% 

Summer 20 hedge  $                           2.26  -$                          1.25  -35% 

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

 

Should you have any questions or comments, please reply 
to steve@cascadiaenergy.ca. 

 

Best regards, 
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