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Natural Gas Trends

Highlights
EIA hikes gas price, storage pull projections

Continuing cold weather throughout the country prompted the Ener-
gy Information Administration to ramp up several of its gas price and
demand forecasts Tuesday. In the latest short-term energy outlook, EIA
added 51 cents to its month-ago estimate for spot gas prices at Henry
Hub, setting the new first-quarter target at $4.59/MMBtu. The second-
quarter price estimate was increased by 25 cents to #3.92/MMBtu,
while the full-year 2014 estimate was hiked 28 cents to $4.17/MMBtu.
Also attributable to the cold winter was a significant increase in the
agency’s expectations for first-quarter demand, up 2.2 Bcf/d to 88.68
Bcf/d. The full-year 2014 estimate went from 69.63 Bcf/d in the Janu-
ary report to 70.24 Bcf/d, a hefty increase of roughly 610,000 Mcf/d.

“Very cold temperatures in early January led to new record-high
withdrawals of natural gas from storage in a season already character-
ized by larger-than-normal storage withdrawals,” said the report. “Sev-
eral more days of brutal cold came in the following weeks of January,”
with gas withdrawals exceeding 200 Bcf in three different weeks, it
added. For the second month in a row, EIA reduced the end-of-March
working gas inventory estimate to reflect very high withdrawals. “EIA
now projects inventories will end this heating season at 1.331 Tcf, the
lowest end-of-season level since 2008.” Inventories on January 31
totaled 1.92 Tcf, 0.78 Tcf below the level at the same time a year ago
and 0.56 Tcf below the previous five-year average.

As for price, the February gas futures contract expired at
$5.56/MMBtu, which was a four-year high, EIA noted. “Pipeline con-
straints in the Northeast often lead to price increases during times of
high winter demand,” it explained, adding that “last month, spot market
prices in the Northeast were routinely in the double digits, with New
York prices settling in the $90/MMBtu range on several days in Janu-
ary.”

EIA now expects residential gas prices to average $10.16/Mcf this
winter, up 41 cents/Mcf (4.2%) from the last heating season. “Last win-
ter, natural gas consumers spent an average of $603 on their heating
bills. This season, consumers can expect to spend $649 on natural gas
heating for the winter months, a 7.7% increase.”

On the supply side, EIA expects marketed gas production to grow at an
average rate of 2.2% in 2014 and 1.2% in 2015.

“Rapid Marcellus Shale production growth is causing natural gas for-
ward prices in the Northeast to fall even with or below Henry Hub pric-
es outside of peak-demand winter months,” said the report. “Conse-
quently, some drilling activity may move away from the Marcellus back
to Gulf Coast plays such as the Haynesville and Barnett, where prices
are closer to the Henry Hub spot price.”

EIA said Gulf of Mexico production will increase by 1.7% in 2014
before falling 2.3% in 2015. Meanwhile, “liquefied natural gas imports
have declined over the past several years because higher prices in Eu-
rope and Asia are more attractive to sellers than the relatively low prices
in the United States,” EIA noted, adding that several companies are
planning US LNG export facilities, with the first slated to come online
in late 2015.

Growing US production has replaced gas pipeline imports from Can-
ada, while exports to Mexico have increased, the report said. “EIA ex-
pects these trends will continue through 2015,” it said, projecting net
imports of 3.5 Bcf/d in 2014 and 2.6 Bcf/d in 2015, which would be the

lowest level since 1987.
Source: Platts Gas Daily

Data

e March 2014 Natural Gas Futures Contract (as of February
14), NYMEX at Henry Hub closed at $5.214 per million
British thermal units (MMBtu)

e March 2014 Light, Sweet Crude Oil Futures Contract WTI
(as of February 14), closed at $100.30 per U.S. oil barrel
(Bbl.) or approximately $17.29 per MMBtu

Last week: Texas cooler than normal

For the week beginning 2/9/14 and ending 2/15/14, heating
degree days (HDD) were higher than normal (cooler) for the
week and the year to date for most Texas cities shown and for the
US. Source: www.cpc.ncep.noaa.gov
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Last week: U.S. natural gas storage at 1,686 Bcf

For the week ending 2/7/2014 working gas in storage decreased
from 1,923 Bcf to 1,686 Bcf. This represents a decrease of 237
Bcf from the previous week. Stocks were 863 Bcf lower than last
year at this time and 631 Bcf below the 5 year average of 2,317
Bcf.

Source: http://ir.eia.gov/ngs/ngs.html
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Available at: www.rrc.state.tx.us/forms/publications/ngtrends/index.php

Bill Geise, Director, Gas Services Division
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Last week: U.S. gas rig count down for the week

The gas rig count for the U.S. was down fourteen compared to the
prior week and down 84 when compared to twelve months ago.
The total rig count for the U.S. was down seven for the week but
up two when compared to twelve months ago. The total rig count

includes both oil and natural gas rotary rigs.
Source: Baker Hughes

BAKER HUGHES ROTARY RIG COUNT
As of + /- prior +/-year

2/14/2014 wfek Year ago a;o
Texas 840 -5 838 2)
U.S. gas 337 -14 421 -84
U.S. oil 1423 7 1337 86
U.S. total 1764 -7 1762 2
Canada 624 3 651 -27

This week: U.S. energy use varies

U.S. energy use is predicted to be above normal early in the week
dropping to below normal later in the week, according to the
Dominion Energy Index, as shown below. Dominion forecasts
total U.S. residential energy usage, a component of which is natural

gas.

Source: Dominion Energy Index
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more Natural Gas Trends

2014 prices. Natural gas prices for 2014, shown below in
green, are the NYMEX settlement prices for Jan.-Feb. and
futures prices for the remainder of the year.

NYMEX NATURAL GAS PRICES: 2012 - 2014
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NATURAL GAS PRICE SUMMARY AS OF 2/14/2014

This +/- Last | +/-Last | 12-Month
Week Week Year Strip Avg.

US March futures

NYMEX |  $5.214] $0.439] $1.787] $4.734
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