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The August NYMEX Gas Contract closed yesterday at $2.416/MMBtu. The market has moved up slightly off the lows with an early mid-July rally due to above average temperatures in the Northeast and CDDs in the Midwest.
Natural gas storage levels increased by 81 bcf which was slightly less than the expected 84 bcf injection. Last year 55 bef was injected for this week and the five-year average is a 71 bcf build. Current storage stands at 2,471
bef, which is 12.5% above the previous year and 5.4% below the five-year average for this same week. Prices at the Transco Zone 6 trading hub for NYC increased 40 cents from $1.98/MMBtu last Wednesday to
$2.38/MMBtu this past Wednesday (EIA).

“Natural gas feedstock deliveries to U.S. liquefaction facilities set a new record last week, reaching 6.3 billion cubic feet per day (Bcf/d) on July 4 and July 7, 2019. They averaged 6.1 Bcf/d for the report week—the highest
weekly average to date” (EIA). UPS announced that they purchased 170 million gasoline gallon equivalent of renewable natural gas (RNG) to support its sustainability goals and as a result will increase RNG demand (EIA).

Natural gas pricing plays a key role in electricity power pricing due to the increasing reliance on natural gas fired generators as nuclear, coal, and oil generation is retired and mothballed. As the marginal unit of generation,
gas prices are directly correlated to power pricing (more so in some regions such as NYC vs. others such as parts of PJM). We keep an eye on natural gas market fundamentals in order to provide insights into forward power
pricing for our clients. Gas production is expected to continue to grow, however, there is speculation that demand growth will outpace supply primarily due to LNG and Mexican exports and increased power burn, presenting
upside risk to power pricing in the future.

NYMEX Natural Gas Prices
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2014 - 2019 YTD Locational Marginal Pricing (LMPs)
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