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      States will on average experience     
      a winter that will be 13 percent 
      colder than last winter and 1 per- 
      cent warmer than the 30-year av- 
      erage. NOAA places last year’s 
      five-month winter heating season 
      as the sixth warmest on record. 
      Comparing winter-over-winter, 
      total heating degree days (HDDs) 
      are estimated to be significantly 
      greater this winter than the previ 
      ous winter, leading to a projection  
      that colder weather will place up 
      ward pressure on prices. 

 Economy: Public data antici-
pates the economy will continue 
to strengthen, but forecasted GDP 
growth rate of 2.5 percent is simi-
lar enough to last winter’s 1.9 
percent growth rate that it trans-
lates to neutral pressure on 
prices compared to last winter. 

 Demand: When all sectors are 
combined, overall natural gas 
demand is projected to be 7.3 
Bcf/day - about 8 percent - more 
than the winter of 2016-2017, 
thus customer demand is expected 
to place upward pressure on 
natural gas prices. 

  EVA expects colder weather 
to increase demand from the resi-
dential and commercial sectors by 
2.8 Bcf/day, an 8 percent in-
crease. 

  EVA forecasts pipeline ex-
ports to Mexico, combined with 
net LNG exports, to increase by 2 
Bcf/day. 

  EVA projects an additional 
1.6 Bcf/day from the electric sec-
tor as more new natural gas-fired 
electric capacity goes into service. 

  EVA further expects slight 
industrial demand growth of 0.3 
Bcf/day. Industrial growth is 
linked to the construction of ma-
jor gas-intensive facilities and 
capacity expansions in the petro-
chemical and fertilizer industries. 

 Storage: The natural gas indus-
try is on track to reach a robust 
level by late October or early No-
vember, although not quite 
matching the recorded end-of-
injection season storage level 
seen last year. Storage is fore-
casted to place neutral pressure 
on prices. 

 Supply: EVA projects a substan-
tial increase in total supply of 5.7 
Bcf/day due to surging produc-
tion,. The forecasted winter-over-
winter increase in supply is ex-
pected to result in downward 
pressure on natural gas prices.  

 
Continued on page 4. 

Revising down natural gas 
forecasts 

MacQuarie Research 
 
Fast supply rebound and slow de-
mand growth left Sum-17 flattish; 
End of Win-17/18 forecast at 1.65 
TCF 
 
Summer 2017 has been one of disap-
pointment for bulls, as early demand 
weakness was met with a late-season 
supply surge. While we continue to 
see potential upside to natural gas 
through winter, the bull case has be-
come increasingly reliant upon 
weather, as we now forecast a com-
fortable end-March storage level of 
1.65 TCF assuming normal weather.  
As a result, we revise down our price 
forecasts from $3.50/MMBTU to 
$3.10 in 4Q17, with subsequent nega-
tive quarterly revisions through 2Q18. 
Nevertheless, we expect a healthy and 
dynamic underlying demand profile to 
support natural gas through 2018, be-
fore and eventual reckoning in “19 as 
the prolific Marcellus/Utica are more 
fully de-bottlenecked. While we see a 
modest positive skew this winter, we 
note another mild winter could quickly 
flip the short-term strength into multi-
seasonal bearish momentum. 
      Q417  Q118  Q218  Q318 
Previous forecast    $3.50   $3.70  $3.20  $3.00 
Current forecast    $3.10   $3.20  $3.10  $3.00  
NG Forward Curve $3.03   $3.23  $2.93 $2.96 
 

Supply Hitting Its Stride from Sea 
to Shining Sea 
While the pace of oil production 
growth in the US remains a more con-
troversial subject, recent gas growth is 
less disputed given  significantly better 
data transparency. L-48 gas production 
growth now stands at ~4.0 BCFD 
YTD (5.4%), with recent growth de-
risking high expected (and required) 
winter production levels. Growth has 
been broad-based, with big contribu-
tions from tight oil, Marcellus/Utica, 
and Haynesville, where a surge in rig 
count appears to be finally driving real 
growth. 
 
More structurally, if Haynesville and 
other plays in the southern US (Cotton 
Valley, Alpine High, SCOOP, Eagle 
Ford gas) can prove structurally viable 
in a $3.00 Henry Hub price environ-
ment, long-term price upside could be 
significantly dampened. 
 
Conversely, should these plays prove 
especially prolific, a further supply 
push could support a second wave of 
LNG construction. 
 

Continued on page 3. 

2017-2018 Winter Out-
look for Natural Gas 

 
The Natural Gas Supply Associa-
tion’s (NGSA) 2017-2018 Winter 
Outlook for Natural Gas summarizes 
the association’s view of natural gas 
market conditions and fundamentals. 
The analysis covers the key points 
that can affect supply and demand 
dynamics, which ultimately impact 
all consumers of natural gas.  
 
Based on publicly available informa-
tion, NGSA forecasts whether natu-
ral gas prices will be subject to up-
ward, downward or level pressure 
for the upcoming winter of 2017-
2018 compared to the winter of 
2016-2017, but the association does 
not forecast actual prices. 
 
Based on an analysis of the 
weather, economy, consumer de-
mand, production and storage, 
NGSA expects flat price pressure 
on the natural gas market in win-
ter 2017-2018 compared to last 
winter, when the average whole-
sale price for natural gas at the 
Henry Hub was $3.01 per MMBtu 
– which was the third lowest aver-
age winter price in more than a 
decade. 
 
Colder weather, increased exports 
and surging production are the most 
significant factors impacting this 
winter’s forecast for record natural 
gas demand. Our expectation for 
neutral winter-over-winter price 
pressure is based on a forecast for 
record demand due to 13 percent 
colder winter weather combined 
with growth in natural gas exports -
however rising production, together 
with robust storage inventories, will 
easily match the record demand. 
 
Winter-over-winter increases in de-
mand are also forecasted in the elec-
tric sector, primarily driven by more 
natural gas-fired electric capacity 
than last winter. A small increase in 
industrial demand will also contrib-
ute, the result of new natural gas-
intensive industrial projects and ca-
pacity expansions scheduled to come 
online. 
 
A glance at the natural gas mar-
ket’s major pressure points for 
winter 2017-2018 reveals: 

 Weather: Based on the National 
Oceanic and Atmospheric Ad-
ministration (NOAA), Energy 
Ventures Analysis (EVA) pre-
dicts that the continental United 
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2017 Atlantic Hurricane Sea-
son Among Top 10 Most Ac-

tive in History 
By Jonathan Erdman, weather.com 
 As measured by the number 
of storms, hurricanes, major hurri-
canes and longevity, 2017 is quickly 
climbing the list of notorious Atlantic 
seasons. 
 The 2017 Atlantic hurricane 
season is now among the top 10 all-
time most active seasons on record, 
thanks to a frenetic stretch of long-
live, destructive hurricanes from mid-
August through September. 
 As of September 30, 13 
named storms, eight hurricanes, and 
five major (Category 3 or stronger) 
hurricanes had formed in the 2017 
Atlantic hurricane season. 
 By one measure of activity 
called the ACE (Accumulated Cy-
clone Energy ) Index, which adds 
each tropical storm or Hurricane’s 
wind speed through its life cycle, the 
2017 season is already a top 10 busi-
est season. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Through September 30, following the 
demise of former Hurricane Maria, 
2017 was already the ninth most ac-
tive Atlantic hurricane season of re-
cord, according to statistics compiled 
by Dr. Phil Klotzbach, Colorado State 
tropical meteorologist. 
 

 10 Most Active Atlantic Basin 
Hurricane Seasons 
Accumulated Cyclone Energy (ACE) 
Index 
 
1933 _____________________259 
2005    ____________________250 
1893    _________________231 
1926    _________________230 
2004    _________________227 
1995    _________________227 
1950    ________________211 
1961    ______________205 
2017 (through Sep 30)__204 
1998_____________182 
 
 
 Long-lived, intense hurricanes 
have a high ACE index, while short-
lived, weak tropical storms have a 
low value. The ACE of a season is 
the sum of the ACE for each storm 
and takes into account the number,  
strength and duration of all the tropi-
cal storms and hurricanes in the sea-
son. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

According to a National Hurricane 
Center report, only 1933 and 2004 
had a faster ACE pace through the 
end of September than 2017. As the 
graph above shows, each of those 
seasons ended up a top five active 
season overall, with 1933 occupying 
the top spot. 

Roughly 20 percent of an average 
Atlantic season’s ACE index occurs 
after October 2, according to Klotz-
bach’s climatology. 
 
Just an average amount of ACE the 
rest of this season would place 2017 
in close to the top five most active 
seasons in the satellite era. 
 

How This Compares to 2004 and 
2005 
 
This season becomes even more com-
pelling when comparing it to two of 
the most notorious recent hurricane 
seasons of the previous decade. 
 
The eight-hurricane pace matches that 
from 2004, when four of those hurri-
canes hammered various parts of 
Florida, among other areas. 
 
Atlantic Hurricane Season As of Sep 30 
          2017   2005   2004  
Total Named Storms    13       17       12 
Hurricanes              8       10         8 
Category 3 or higher      5         5         6 
 
While 2017 is unlikely to touch 
2005’s record 15 hurricanes through 
the entire season, it has already 
chalked up the same number of major 
(Category 3 or stronger) hurricanes 
through September as that record-
smashing 2005 season generated up 
to that point in the season. In 2005, 
Dennis, Emily, Katrina, Maria (yep, 
same name) and Rita were at least 
Category  2 intensity through the end 
of September.   
 
 A stretch of eight straight hur-
ricanes from August 9 through Sep-
tember 29, in 2017 was a first in the 
Atlantic basin in 124 years. Included 
in this stretch was catastrophic Cate-
gory 4 Hurricane Harvey, followed 
by the long-lived saga of Hurricane 
Irma, then by long-lived Jose and 
catastrophic Hurricane Maria.  
 

The 30-year average number of hurri-
canes for an entire Atlantic season is 
six. The entire 2016 season generated 
a total of seven hurricanes, needing 
Hurricane Otto over Thanksgiving to 
get to that season total. In all, Sep-
tember 2017 was the single most ac-
tive month for Atlantic tropical cy-
clones on record, topping the previ-
ous record from September 2004. 
 
According to the National Hurricane 
Center, an average Hurricane season 
typically sees another three named 
storms, two attaining hurricane inten-
sity, and one attaining major 
(Category 3 or stronger) hurricane 
status before season’s end. Given the 
often active month of October, 2017 
may continue to climb the all-time 
list of notorious Atlantic hurricane 
seasons. 
 

2017-2018 Winter Outlook 
Continued form page 4. 
 
Going into the winter heating season, 
it is projected that 3,850 Bcf of natu-
ral gas will be in storage. This level is 
similar enough to last winter’s level 
of 3,986 Bcf in storage to have little 
impact on prices. Storage always 
serves as an important hedging and 
reliability tool during the winter heat-
ing season. The similarity in abun-
dant storage levels is expected to 
place neutral pressure on natural gas 
prices this winter. 
 

Winter Sources/Production and 
Imports 
 
Turning to natural gas winter supply, 
EIA expects domestic production to 
increase substantially compared to 
last winter, reflecting increased drill-
ing activity. As a result, domestic 
natural gas supply this winter is fore-
casted to be 76.4 Bcf/day, and 8 per-
cent increase over last winter’s 70.7 
Bcf/day. 
 
Robust production levels are reflec-
tive of continuous improvement in 
technology and drilling efficiencies. 
 
The 2017-2018 Winter Outlook also 
predicts moderately-sized but impor-
tant, contribution from Canadian im-
ports of 5.5 Bcf/day. 
 
In summary, robust winter production 
and imports will place downward 
pressure on natural gas prices com-
pared to the winter of 2016-2017. 
 

Hurricanes Harvey and Irma 
NGSA’a forecast also examined the 
impact of Hurricanes Harvey and 
Irma on natural gas production, find-
ing that market impacts were gener-
ally limited to the demand side, in-
stead of the supply side, which 
quickly rebounded. The chart (on 
page 4) contrasts the remarkable dif-
ference in the impact of hurricanes on 
the natural gas market since the shale 
revolution. 
 
Continued on page 3. 
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Seasonal Temperature Outlook  
November – December – January 

2017-2018 Winter Outlook for 
Natural Gas  
Continued from page 3. 

 
NGSA emphasized that winter supply 
remains ample to meet customer de-
mand, with natural gas storage pro-
viding further responsiveness and 
flexibility in the market. 
 

“Wild Card” Marker Factors 
There are always a few “wild card” 
factors the can influence the market, 
in addition to the fundamentals ad-
dressed in this Outlook. 
 
This winter’s wild cards include: 
 Unexpected cold-or-warm snaps 

could affect residential/
commercial demand and electric 
demand; 

 Geopolitical events that affect the 
economy. 

 

Summary of Key Factors 
In conclusion, NGSA’s analysis of 
varying data indicated overall flat 
pressure on natural gas prices this 
winter compared with last winter’s 
average Henry Hub price of $3.01 
per MMBtu.  

 
A recap of the five major pressure 
points reveals: 
 Colder winter weather than last 

winter. –UPWARD PRESSURE 
 Overall demand-residential/ 
 
 
 
Revising down natural gas 
forecasts 
Continued from page 1. 
 
Non-power sector demand growth 
back on track 
Although Summer 2017 is wrapping 
up with lower-than-expected power 
burn and exports, we expect natural 
gas demand to catch-up for the com-
ing season. Beyond ~600-700 BCF of 
weather normalization from back-to-
back mild winters, our view is driven 
by the following factors: 
 Expanding global LNG market 
 Steadily growing industrial usage 

from new project startups 
 Limited reversal of gas to coal 

switching 
 Continued gas infrastructure de-

velopment in Mexico, if not de-
layed again 

Of the four elements, LNG stands out 
as a particularly significant driver in 
our balances. Real global demand, 
evidenced by surging prompt JKM 
prices (up 49% to $8.215/MMBtu, 
significantly outpacing gains in Brent 
since June), incentivizes existing liq-
uefaction facilities to keep exporting 
at full capacity. In the near term, the 
commissioning of Sabine Train 4 and 
Cove Point LNG will add another 1 
BCFD of winter demand. 

 commercial demand expected to 
grow 8 percent, electric demand 
to grow 8 percent , industrial de-
mand only slightly, and Mexican 
and LNG exports to increase by a 
combined 2 Bcf/day. –UPWARD 
PRESSURE 

 Supply surges compared to last 
winter, due to increased drilling 
activity. –DOWNWARE PRES-
SURE 

 Economy grows steadily, but not 
hugely. –NEUTRAL PRES-
SURE 

 Storage at robust inventories, like 
last winter. –NEUTRAL PRES-
SURE 

 
OVERVIEW: Responsive 
Flexible Natural Gas Market 
Record demand to surpass Polar Vor-
tex winter 2013-2014 
 Residential/commercial demand 

increases 
 Exports-LNG and pipeline-

increase, but remain small slice of 
overall demand; provide stability 
in market demand 

 Growth in electric and industrial 
sectors buoyed by new plants and 
expansions 

Robust winter supply and storage am-
ple to meet demand 
 Efficiencies in drilling and pro-

duction continue to make wells 
productive at low cost 

 Diverse supply sources contribute 
to greater flexibility and resil-
ience post-Harvey and Irma 

 Storage provides further flexibil-
ity 

 
Natural Gas Structural Trends: 
Curb Your Enthusiasm 
Longer term, although natural gas 
will have bullish periods over the 
next several years, it is unlikely to 
become a bullish commodity. We see 
some potential upside for this winter 
mostly due to a positive weather 
skew versus the past several years. 
However, fundamentally, there is too 
much gas in the ground in the United 
States. As a result, we do not expect 
natural gas to average above $3.50 
per MMBtu over any extended peri-
ods of time. In fact, we expect the fair 
value to trend towards $3 per 
MMBtu. 
 
Despite this, the substantial demand 
increases that are likely over the next 
several years could still make natural 
gas one of the more exciting stories in 
the commodity space. We expect 
natural gas demand growth to be led 
by new LNG export projects in addi-
tion to continued growth of 
ResComm and industrial demand. 
Unfortunately, these positive factors 
are unlikely to be enough given the 
(1) continued growth of associated 
gas and wet gas, and the (2) demand 
destruction caused by renewable 
power. 

Quarterly natural gas price forecast ($/MMBTU) 
 
  Q417 Q118 Q218 Q318 Q418    Q119    Q219    Q319    Q419    LR 
Previous Forecast $3.50 $3.70 $3.20 $3.00 $2.80    $2.90     $2.70    $2.60    $2.75  $3.10 
Current Forecast $3.10 $3.20 $3.10 $3.00 $2.80    $2.90     $2.70    $2.60    $2.75   $3.10 
NG Forward Curve $3.03 $3.23 $2.93 $2.96 $3.05    $3.21     $2.75    $2.78    $2.89  

Natural Gas Rig Count
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Page 4A / SUMMER 2017 / Natural Gas TODAY 

2017-2018 Winter Outlook for 
Natural Gas  
Continued from page 1. 

 
NGSA emphasized that winter sup-
ply, combined with record amounts 
of natural gas in storage, is ample to 
meet record winter demand. 
 
All of these projected pressure points 
are interrelated and deviation in one 
affects the other assumptions in this 
equation. 
 

Weather/Demand 
 
Based on NOAA’s current projec-
tions for colder winter temperatures, 
EVA forecasts that on a national av-
erage, the winter months will be 13 
percent colder than the winter of 
2016-2017 - which was the sixth 
warmest winter heating season on 
record – and 1 percent warmer than 
the 30-year average. 
 

On a regional basis, NOAA’s weather 
forecast divides the country into 
thirds, as pictured on the map above. 
The northernmost tier, which 
stretches from western Pennsylvania 
across the United States to Oregon 
and Washington state, is forecasted to 
be cold; the Northeast and middle 
band of the country is forecasted to 
be warmer than average; and the 
southernmost tier covers the bottom 
half of the country and is projected to 
be much warmer than average. As a  
nation, over the full five-month win-
ter heating season (November 2017-
March 2018), EVA is forecasting  

the economy, with the CSI tracking at 
97 percent, reflecting consumer opti-
mism that is likely the result of a 
strong labor market (4.3 percent un-
employment), low inflation and a 
stronger GDP. The Consumer Senti-
ment Index is a gauge of consumer 
confidence in the economy conducted 
for more than 40 years by the Univer-
sity of Michigan. 
 
While these economic indicators gen-
erally reflect good news for consum-
ers, the changes are not quite large 
enough to pressure natural gas prices, 
although and unexpected upshift in 
GDP could change the direction of 
the arrow from flat to upward. NGSA 
anticipates the economy will place 
level winter-over-winter pressure 
on natural gas prices. 
 

Overall Customer Demand 
 
An independent demand analysis per-
formed by EVA  notes that total 
 demand for natural gas will reach a  
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MEX prices, weather, gas storage, and industry news.  Each issue includes 
the days closing market prices for natural gas futures and crude oil, as well 
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3,468 heating degree days (HDDs) 
this winter, compared to a mere 3,074 
HDDs last winter. The number of 
heating degree days is defined as the 
difference between 65 degrees Fahr-
enheit and the average outside tem-
perature for that day. Based on the 
difference in winter-over-winter heat-
ing degrees, the forecast is for 
weather to put upward pressure on 
natural gas prices. 

 
Economy/Demand 
 
This winter, public forecasts antici-
pate a strengthening economy that 
will improve on last winter’s sluggish 
growth rate. 
 
A key component of economic heath 
is the Gross Domestic Product 
(GDP). According to HIS Markit, a 
nationally recognized economic fore-
casting firm, the GDP is expected to 
increase 2.5 percent compared to the 
winter of 2016-2017, when GDP ex 

 
panded by 1.9 percent. The difference 
is not expected to be significant 
enough to exert pressure on natural 
gas prices.  
 
HIS Markit also predicts that manu-
facturing, an important influence on 
the GDP, will grow 1.8 percent com-
pared to the winter of 2016-2017, 
which is a welcome improvement 
compared to last winter’s weak 
growth of 0.5 percent. 
 
Meanwhile, the latest Consumer Sen-
timent Index (CSI) shows that con-
sumers feel generally positive about  

record that exceeds even the Polar 
Vortex winter of 2013-2014. EVA 
forecasts overall winter 2017-2018 
demand for natural gas 96.8 billion 
cubic feet per day (Bcf/day) com-
pared to 89.5 Bcf/d last winter. A sec-
tor-by-sector breakdown follows. 
 
When customer demand from ex-
ports, the electric, industrial, and resi-
dential/commercial sectors are com-
bined, overall demand averages 7.3 
Bcf/day –about 8 percent-more than 
last winter. Overall customer de-
mand is expected to place upward 
pressure on prices this winter. 
 

Storage/Supply 
Traditionally, underground natural 
gas storage has allowed companies to 
purchase and physically stockpile 
natural gas supplies in the spring and 
summer for use during the winter 
when demand for natural gas space 
heating is at its peak. 
 
Continued on page 2. 
 


