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Natural gas news and more                                      June 5, 2018 

 

A soft Sumas spot market 

Local natural gas market 
weakness continued this past 
week as the spot market at Sumas 

had nowhere to go but down.  

With full T-South capacity 
available over the past week and 

without demand for electricity 
generation in the Pacific Northwest 
region due to an overabundance 

of snowmelt runoff available to 
hydro electric generators, to say 
there has a been a shift in the 

supply demand balance would be 
an understatement. 

That said, T-South capacity is scheduled to be cut for the next week starting 

tomorrow by as much as 19%. How did the market react? With a 5% decrease, 
not upward as one would expect in times of capacity constraint. We may yet see 
this latest round of pipeline maintenance cause an uptick, but this example serves 

as a strong indication of excess supply available in our local market. 

Even if there is an uptick, it is likely to be short-lived as T-South is expected to be 
at or near full capacity through to the beginning of August.  

Assuming the maintenance schedule is delivered as planned, if regional summer 
temperatures remain high and natural gas is back on deck for electrical 
generation—local market prices could be back on the rebound later this summer. 

NYMEX values had little in the way of impact on Sumas as values rose on Thursday 
in response to an average injection report (a larger than average report is needed 
to rebuild current low inventories) and have since fallen back to where they were a 

week ago. 
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Above normal temps now expected 

NOAA’s 8 to 14 day outlook is again 
predicting warmer than normal temperatures 
across almost all of the US. In the summer 

months, higher temps equate to higher 
demand for natural gas needed to drive 
electrical space cooling equipment. Unless of 

course the demand is served through 
hydroelectric generation as we are now 
seeing in the Pacific Northwest. 

 
Looking back to the reporting week ending 
May 25, the net US temperature was 2-

degrees F above normal. 
 
 

 
 

Storage progress is again average for the week 

 

For the reporting week, the US EIA 
published a near-average injection 

of 96 Bcf.  The injection was very 
close to the median market 
expectation of 102 Bcf and also the 

five-year average of 97 Bcf.  

As a result, the overall US storage 
has improved a little bit to 22.5% 

below the 5 year moving average.  

This week, look for a slightly bullish 
injection in the low 90’s. 

The rate of storage injection over the summer months is critical to ensure that 
adequate supply will be available for the coming winter. If stocks are not 
sufficiently full, it would be a strong indication of higher winter prices. 

This year, there was a late start to the injection season as indicated by the blue 
line on the above EIA chart. At this time, given the ground that needs to be 
regained, there is a very real concern that the tanks will be less than full at 

winter’s start. 
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Current pricing 
 

Local spot market day prices have receded quite dramatically since last week due 
to a lack of regional demand for natural gas. Futures were not significantly 

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

daily volumes: 
 

June 5 2018 Price C$/GJ % change from May 29 

Day  $                           1.37  -25% 

July  $                           2.66  na 

Winter Nov 18 to Mar 19  $                           3.37  -1% 

July 18 to June 19  $                           2.83  -1% 

July 18 to June 20  $                           2.66  -2% 

Summer July to Oct 2018  $                           2.72  5% 

 

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

The market’s backwardation trend, following the now higher-priced winter 2018/19 
months, is now almost completely flat all the way out to 2022. It appears that 
investors are expecting that the availability of future gas supplies will exceed 

demand until 2023.  

Comparing this week to last week, the Summer 2019 term is flat, Winter 2019/20 
is down 5 cents, Summer 2020 is up 3 cents and the winter of 2020/21 is up a 

significant 14 cents. 

Indicative Sumas forward price vs. term average from Nov 2009 

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

Summer 19 hedge  $                                   2.13  -$                                  1.37  -39% 

Winter 19/20 hedge  $                                   3.06  -$                                  1.04  -25% 

Summer 20 hedge  $                                   2.05  -$                                  1.46  -42% 

Winter 20/21 hedge  $                                   3.12  -$                                  0.98  -24% 

Note: summer avg = $3.51/GJ; winter avg = $4.10/GJ; fixed daily volume 

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

Best regards, 

mailto:steve@cascadiaenergy.ca
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