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A Week in Review Pricing Focus: 

 
The first quarter low could oc-

cur at any point.  The price 

level of $3.82 is the next level 

of major support.  While major 

price rallies arenõt expected 

this summer, there will be price 

volatility so buying opportuni-

ties for the rest of 2010, 2011, 

and possibly even 2012 should 

not be overlooked. 

6 to 10 Day Outlook: 

Valid: Mar 30 ï Apr 3, 2010 

National Weather Service Forecasts:  Issued  3/24/10 

03/10 Expiration Price:    
$4.816 per MMBtu 

EIA Storage Report   
 

Week Ending 03/19/10 (in Bcf)  
 
                        + Injection         Total  
                     ( Withdrawal)   Inventories 
This Year +11 1,626 
Last Year         -1 1,654 
5-Year Avg. -37 1,505 

 
Todayôs storage injection of 11 Bcf helped 
the April 2010 natural gas NYMEX contract 
dip to below $4 per MMBtu.  This injection 
occurred about two weeks earlier than nor-
mal and that is why prices have declined. . 

The weekly storage report from the EIA was once again the primary 

price driver of natural gas prices.  Yesterday, the natural gas market 

was anticipating the announcement of a storage injection for the week 

ending March 19, 2010, and it wasnôt disappointed.  Following the re-

lease of the EIA weekly storage report, which showed a 11 Bcf injec-

tion, the April 2010 natural gas NYMEX price fell to below $4 per 

MMBtu.  This is the first time since September 2009 that the front-

month natural gas NYMEX contract has traded below $4 per MMBtu.  

While the decline to below $4 per MMBtu is notable, what is more in-

teresting are the large price declines that are occurring in 2011, 2012, 

and even 2013.  Since last Friday, the April 2010 natural gas NYMEX 

contract has fallen around $.19 per MMBtu.  By comparison, the No-

vember 2010 to March 2011 natural gas NYMEX strip has fallen by 

$.27 for the same timeframe.  Calendar year NYMEX strips for 2011 

and 2012 are each down by $.25-$.27 per MMBtu from last Friday, and 

the calendar year NYMEX strip for 2013 has fallen by $.35 per 

MMBtu from last Fridayôs levels.  Accelerating declines in the far fu-

ture months indicate that those months are more attractive to sellers.  

The faster price declines could mean that producers are hedging their 

futures sales price in order to insulate themselves from anticipated price 

declines.  That being said, the market remains overdue for a corrective 

bounce, but any bounce is expected to be associated with the second 

quarter rally, which will be followed by another price decline. 

8 to 14 Day Outlook:   

Valid:  Apr 1 - Apr 7, 2010 

Weather Map  
Color Code  

 
Blue Colors (B): Below  
normal temperatures 

 
 

Orange/Red Colors (A): 
Above normal  
temperatures 

 
 

No Color (N):  Normal  
Temperatures 

 
 

No Color (EC): Equal 
chance of above normal 

or below normal 
 
 

NOTE:  Temperature 
extremes go from lighter 
(slight variance) to darker 

(extreme variance) 

http://www.energysolutionsinc.com/
http://www.energysolutionsinc.com/
http://www.energysolutionsinc.com/?menuID=84
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May 2010 
 

03/24/10 Settlement:  $4.029 

NYMEX Expiration: Wed., Apr. 28 

 

As April 2010 expires on Monday, 

our attention now turns to the May 

2010 natural gas NYMEX contract.  

May is close to dipping to below $4 

per MMBtu.  Last year, summer 

NYMEX prices remained below $4 

for the entire summer.  While we do 

not believe prices are going to spi-

ral out of control this summer, we 

also donôt feel price declines in 

2010 are going to be as strong as 

they were in 2009 as hurricane sea-

son is expected to be more active 

and demand should be a bit higher. 

Actions to Consider 

Click here for the complete definition of low -risk, medium-risk and high-risk categories 

 Apr 2010-Jun 2010:  As natural gas prices tend to rally by around 50% in the second quarter, we have ad-
vised low-risk and medium-risk clients to complete purchases for these months.  Even high-risk buyers may 

want to consider some coverage given the seasonality of the second quarter rally which could take prices 
back to the $5-6 per MMBtu price level. 

 Jul-Dec 2010: Low-risk and medium risk buyers were advised to cover 50% of their needs for Jul-Aug and to 
add a layer of around 25% of projected needs for Sep-Dec.  As summer pricing is expecting to remain rela-

tively weak, if you want to insure budget projection, consider some higher percentage purchases for Novem-
ber 2010, which is trading around $4.77 or focus more heavily on December 2010 if it dips to below $5 per 

MMBtu.  As we anticipate a price rebound, buyers should have sufficient coverage in place through year-end 
to avoid getting caught up in panic-buying.  If this means layering in a higher percentage than outlined, do so.  

Even if prices continue to fall, purchases in todayõs market are likely to be better than purchases that are 
made because of fear and panic. 

 Nov 2010-Mar 2011 or Jan-Dec 2011: We previously we recommended that budget-conscious buyers 

consider a layer of price stability protection for these terms at an average NYMEX price of $5.50 per 
MMBtu.  Buyers should now set their sights on an average NYMEX price for these terms of $4.95. 

 Jan-Dec 2012: Budget-conscious buyers and low-risk buyers may want to consider a purchase at an average 
NYMEX price of $5.50 per MMBtu. 

 

NOTE:  Our actions are designed to help buyers be more proactive, thus allowing them to more comfortably wait out periodic 

price rallies.  Following the first quarter low, a rally is anticipated before a move toward the third quarter low, which is expected to 

bring òslightlyó better buying opportunities for the winter of 2010-2011 and calendar years 2011 and 2012. 

Beyond May 2010 
 

The next major price support level lies at $3.82 per MMBtu.  If this price 

support level doesnôt hold, then $3.50 per MMBtu could be in the cards.    

Remember, however, requirements for the first quarter low have been 

satisfied, and therefore, a price rebound is increasingly likely. Hurricane 

season is expected to be more active this year, but at the same time, 

growth in shale, on-shore natural gas supplies, means that there should be 

fewer supply-related tropical storm disruptions.  One point of interest is 

that while the front-month natural gas NYMEX price is trading at almost 

the same level as it was last year at this time, other future months are 

trading at a substantial discount.  For example, the November 2010 natu-

ral gas NYMEX contract is trading at $4.77 per MMBtu , which is $.34 

per MMBtu lower than where the November 2009 natural gas NYMEX 

contract was trading at this time last year.  The point is ð donôt get so 

hung up on watching the front-month fall to last yearôs price levels such 

that you miss out on what is happening in other parts of the forward-price 

curve as it is those months which are going to be impacted the most by 

the perception of economic recovery. 

 

Pricing Analysis:  òAt a Glanceó 

NOTES:  òActions to Consideró is a reference to assist buyers in the proactive purchasing of natural gas.  The Advisor supports purchasing in layers to spread 

out risks associated with natural gas price volatility.  The timing of a purchase and the percentage of volumes to be tied to a buying target must be determined 
by the buyer.  Energy Solutions, Inc. does not promote overbuying and an indication to òcompleteó or òfinishó purchasing infers the purchase of no more than 

75% of a businessõ projected natural gas usage into the future to allow for usage fluctuations.  Companies can adjust this percentage based on their individual 
operations.  òActions to Consideró provides references to low-risk, medium-risk and high-risk buyers.  Low-risk buyers are very budget conscious and risk-

adverse, high-risk buyers strive to attain the lowest possible prices, and medium-risk buyers find a compromise between low-risk and high-risk. 

http://www.energysolutionsinc.com/ace-files/risk_tolerance_definitions.pdf
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NYMEX Pricing Data 

This chart reflects the daily trading range of the front-month natural gas NYMEX contract 

for the past nine trading days.  The Daily Open indicates the price of the contract when 

the trading day began.  The Daily High and Daily Low represents the daily trading range.  

The Daily Settlement, also referred to as the closing price, represents the price at the end 

of the trading day. 

Daily Trading Data:  Highs and Lows  

Weekly NYMEX Data  

The above chart shows the NYMEX daily settlement 

for the next 12 consecutive months in comparison to 

settlement prices last week.  The Weekly Change 

column indicates the change from last week to this 

week.  The chart on the right provides NYMEX strip 

prices based on the specified settlement date.  A strip 

price is the simple average of several months.  For 

example, the 3-Month strip price is the simple average 

of the NYMEX settlement price for April 2010, May 

2010, and June 2010. 

EPA to Study  

Impacts of Fractur-

ing on Water 
 

The U.S. Environmental Pro-
tection Agency (EPA) an-

nounced that it will be con-
ducting a $1.9 million study 

into how drinking water sup-

plies may be impacted by hy-
draulic fracturing, the extrac-

tion method used by explora-
tion and production companies 

to pull natural gas from shale 
rock.  Fracturing, which in-

volves the use of chemicals, 
sand, and high-pressure water 

injections, is not a new prac-
tice, but the use of it has dra-

matically grown over the past 
two years as companies do not 

want to miss out on the òshale 

rush.ó  In 2004, the EPA com-
pleted a study in which it con-

cluded that  fracking didnõt 
degrade ground water, but 

that study has been criticized 
because of the apparently lim-

ited amount of ground water 
testing that was completed.   

The EPA says it will update the 
findings in its 2004 study and 

will complete this new study 
by January 2012.  There are 

growing concerns over the use 

of hydraulic fracturing, espe-
cially, in larger metropolitan 

areas.  Producers are hopeful 
that the EPA study will help 

the public to better under-
stand the fracturing process 

and differentiate the facts from 

fiction.  The announcement of 

the study has also led several 
groups to call for a halt to 

congressional initiatives that 
would give the EPA authority 

to regulate hydraulic fracturing 
until the study is completed. 

Front-Month $3.98

04/10-12/10 $4.36

04/10-10/10 $4.18

11/10-03/11 $5.21

3-Month $4.04

6-Month $4.14

12-Month $4.61

18-Month $4.78

24-Month $5.04

36-Month $5.30

48-Month $5.50
60-Month $5.69

2010 $4.36

2011 $5.30

2012 $5.74

2013 $6.04

2014 $6.34

2015 $6.66

2016 $6.97

NYMEX Strip Prices

(Settlement on 3/25/10)

NYMEX 

Contract 

Trading

Trading 
Date

Daily   
Open  

 Daily   
High 

 Daily    
Low 

 Daily  
Settlement 

Apr 10 03/15/10 $4.389 $4.447 $4.334 $4.391

Apr 10 03/16/10 $4.385 $4.423 $4.323 $4.347

Apr 10 03/17/10 $4.334 $4.368 $4.280 $4.303

Apr 10 03/18/10 $4.289 $4.292 $4.054 $4.085
Apr 10 03/19/10 $4.091 $4.175 $4.050 $4.169

Apr 10 03/22/10 $4.158 $4.168 $4.036 $4.079

Apr 10 03/23/10 $4.116 $4.160 $4.058 $4.130

Apr 10 03/24/10 $4.142 $4.142 $4.052 $4.105

Apr 10 03/25/10 $4.092 $4.112 $3.940 $3.981

NYMEX NYMEX NYMEX Weekly

Month 03/25/10 03/18/10 Change

04/10 $3.981 $4.085 ($0.10)

05/10 $4.029 $4.153 ($0.12)

06/10 $4.102 $4.226 ($0.12)

07/10 $4.196 $4.321 ($0.13)

08/10 $4.261 $4.394 ($0.13)
09/10 $4.297 $4.432 ($0.14)

10/10 $4.406 $4.545 ($0.14)

11/10 $4.774 $4.929 ($0.16)

12/10 $5.199 $5.353 ($0.15)

01/11 $5.419 $5.577 ($0.16)

02/11 $5.386 $5.552 ($0.17)

03/11 $5.275 $5.440 ($0.17)
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Definitions 

EIA:  Energy Information Administration. 

 

Expiration Date:  The date and time after which trading in a 

futures or options contract terminates, and after which all op-

tion contract rights or obligations become null and void.    

 

Expiration Price:  The settlement price of the commodity on 

the expiration date. 

 

Front Month:  Sometimes referred to as the nearby or spot 

month.  This is the futures contract month that is closest to 

expiration.  Trading of the front month expires three business 

days prior to the end of the first calendar day of the delivery 

month for the NYMEX natural gas futures contract. 

 

Fundamental Analysis:  The study of pertinent supply and 

demand factors, which influence the specific price behavior of 

commodities.   Includes physical factors like storage invento-

ries, weather, supply, demand, economy, and industrial condi-

tions. 

 

Futures Contract:  A legally binding agreement to buy or sell 

a commodity that is traded for future delivery under the provi-

sions of exchange regulations.  The standard futures contract 

for the NYMEX natural gas futures contract is 10,000 MMBtu 

or approximately 10,000 dekatherms. 

 

Long Position:  As it relates to the futures market, one who 

has bought a futures contract to establish a market position or a 

market position which obligates the holder to take delivery 

unless the contract is liquidated with an offsetting sale. 

 

New York Mercantile Exchange (NYMEX):  The commod-

ity exchange based in New York City where natural gas futures 

contracts are traded.  Other energy futures are traded on this 

exchange as well. 

 

NOAA:  National Oceanic and Atmospheric Administra-

tion. 

 

Overbought:  A technical opinion that the market price has 

risen too steeply and too fast in relation to underlying funda-

mental factors.  Traders who were bullish and long have turned 

bearish. 

 

Oversold:  A technical opinion that the market price has de-

clined too steeply and too fast in relation to underlying funda-

mental factors.  Traders who were bearish and short have 

turned bullish. 

 

Short:  As it relates to the futures market,   (1) The selling side 

of an open futures contract; (2) a trader whose net position in 

the futures market shows an excess of open sales over open 

purchases.   Opposite of long. 

 

Spot Market:  The cash market.  Short-term contracts for en-

ergy supplies.  Natural gas spot market trades are done on a 

monthly or daily basis whereas power market spot market 

trades are done on an hourly basis. 

Spot Month:  The futures contract closest to maturity.  The 

nearby delivery month. 

 

Storage:  Facility used for the storage of natural gas; usually a 

cavern carved out of natural salt domes or depleted natural gas 

reservoirs into which natural gas can be re-injected and pro-

duced with minimal loss. 

 

Technical Analysis:  An approach to forecasting commodity 

prices, which examines patterns of price change, rates of 

change, and changes in volume of trading and open interest, 

without regard to underlying fundamental market factors.  

Technical analysts believe that the historical performance of a 

commodity are indications of future performance. 

2386 Dahlk Circle, Verona, WI  53593 

Phone: 608-848-6255  Å  Fax: 608-848-6256 

Email: request@energysolutionsinc.com 

 
The Weekly Advisor is published 48 times per year by Energy 

Solutions, Inc., and is a value-added service provided to 
subscribers of our  monthly publication, The Monthly Advisor.   

An annual subscription to The Advisor is available for $595 via e-
mail and $690 via U.S. Mail.  In addition to weekly and monthly 
editions and Fast Facts, subscribers also receive educational 

analyses and periodic Pricing and Storm Alerts.   

© Copyright 2010.  All rights reserved.  This publication 

can be redistributed to other employees of the subscribing 

company.  Redistribution to non-company employees, inde-

pendent/outside contractors, affiliates, customers or con-

sultants is expressly prohibited. 

 

The information contained herein ultimately relates to the 

cost and pricing of physical natural gas supplies.  Past re-

sults are not necessarily indicative of future results.  There 

is no guarantee that the information contained herein will 

result in profitable trades.  No such guarantee can be given 

nor should be implied.  The information provided herein 

should not be construed as an offer to buy or sell futures, 

options or commodities.  While such information is taken 

from select sources which Energy Solutions, Inc. believes 

to be reliable, Energy Solutions, Inc. has not verified such 

information and makes no representation or warranty as to, 

and will not be responsible for, its accuracy or complete-

ness.  The information, views and opinions contained 

herein are presented for the convenience of the reader and 

are provided on the condition that errors or omissions 

therein, or reliance thereon, shall not be made the basis of a 

claim, demand or cause of action.  The views and opinions 

expressed herein are for informational purposes only, are in 

no way guaranteed, are expressed as of a specific time and 

are subject to change at any time without notice. 


