
Natural Gas Price Outlook 

 

Page 5 

Executive Summary 
 

Energy Solutions, Inc. offers unbiased, educational publications on natural gas prices and price trends to businesses 

that require straightforward and timely information regarding the natural gas industry in order to make more in-

formed decisions.  Our clients include businesses that consume natural gas; companies that are involved in the mer-

chandising, production and delivery process; and investment firms. 

 

Natural Gas Price Outlook is a 40-plus page analysis that provides buyers and sellers with a thorough and compre-

hensive review of numerous market factors, which will impact the price of natural gas in 2011 and 2012. 

 

Today, the natural gas market is dealing with a surplus of supplies and reduced demand.  New technologies have 

made prolific shale production a game-changing event for the natural gas industry.  In June 2009, the nonprofit Po-

tential Gas Committee (PGC) reported that natural gas available for production jumped 58 percent between 2004 and 

2008 and that the nation now had a 100-plus year supply of this valuable resource.  This massive growth became well

-known while at the same time, the nation was deep into an economic recession that resulted in reduced natural gas 

demand.  As a result, natural gas supplies have been exceeding natural gas demand. 

 

When natural gas supplies exceed demand, natural gas prices decline. This has occurred.  In July 2008, the price of 

natural gas in Louisiana was close to $14 per MMBtu and today it is around $4 per MMBtu.  Historically, as natural 

gas prices fall, producers respond to the lower-priced environment by curtailing drilling efforts, which in turn results 

in production declines.  This has not occurred. 

 

Production levels have continued to rise even as the natural gas drilling rig count has been slashed in half from sum-

mer 2008 levels.  This runs contrary to what history says should occur, but at this time, producers are operating in an 

environment that does not mimic history.   

 

In addition to improved drilling rig efficiencies and lower operating costs, some producers are able to supplement 

natural gas revenues with the economic benefits of natural gas liquids (NGLs), which at times may be  produced in 

conjunction with natural gas.  On the other hand, some producers may actually be drilling at a loss but are forced to 

continue operations in order to retain their lease rights.  Unlike history, today natural gas prices are being driven by 

more than just the balance of natural gas supply and demand. 

 

In 2009 and 2010, natural gas price momentum has been downward.  However, Natural Gas Price Outlook forecasts 

a price momentum change in mid-2011.  This momentum change is expected to be driven by the following three fac-

tors:   

 

1)  Production Levels Will Begin to Decline:  In 2011, producers will become more sensitive to lower price levels 

because of fewer hedged positions, the expiration of land leases, reduced capital infusions from foreign investors 

and growing concerns about an oversupply of NGLs. 

 

2) Demand Levels Will Begin to Rise:  If the second round of quantitative easing proposed by the Federal Reserve 

stimulates economic recovery, natural gas prices will begin to respond to the anticipation of renewed demand, 

particularly from the electric generation and industrial sectors. 

 

3) Speculators Will Begin to Shift Their Market Position:  The speculative sector has continued to retain a very 
large net-short position, which is indicative of their belief that more price downside exists.  By mid-2011, if pro-

duction levels are declining and demand levels are rising, this sector may shift from being a more aggressive seller 

to a more aggressive buyer in the marketplace, and buying will push natural gas prices higher. 
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Executive Summary (cont.) 
 

Other conclusions of Natural Gas Price Outlook include:   
 

Increased reliance on unconventional shale gas exposes the nation to longer-term risks because of less natural gas 

supply source diversification. 

Increased onshore production could kill plans for an Alaskan or Canadian gas pipeline and increase the potential 

for force majeure situations caused by well freeze-offs. 

The natural gas drilling rig is projected to decline by 50-100 drilling rigs by the end of 2011, and this decline will 

impact production levels because the most inefficient drilling rigs have already been idled. 

NGLs improve natural gas economics, but the NGL market will eventually deal with concerns over the potential 

for excess supplies due to a lack of infrastructure and processing facilities. 

Investigations into the environmental impacts of horizontal drilling and hydraulic fracturing, which are technolo-

gies used for shale production, are ongoing and the potential for increased regulations remains real. 

Natural gas storage inventories are likely to be at record levels on April 1, 2011 and this could set the stage for an-

other new record high at the start of the 2011-2012 winter heating season on November 1, 2011. 

Numerous Canadian and U.S. liquefied natural gas (LNG) import facilities are underutilized.  In 2011, more LNG 

owners are expected to propose plans to convert these facilities into export facilities.  If the U.S. and Canada be-

come natural gas exporters, it would mark a new era in the natural gas industry. 

The second round of quantitative easing by the federal reserve (QE2) is designed to jumpstart the economy.  How-

ever, these actions could have the opposite impact as it could devalue the U.S. Dollar and push crude oil commod-

ity prices over $100 per barrel, which in turn could hinder consumer spending. 

Prolific growth in natural gas supplies is expected to result in new demand surfacing from the electric power sector.  

An increased reliance on natural gas-fired electric generation will likely lead to increased electric price volatility. 

Expansion of pipeline infrastructure has caused pipeline transportation or basis to change dramatically from histori-

cal price levels and delivery costs throughout the nation have been somewhat equalized from coast-to-coast. 

Technical indicators point to an early winter or mid-winter price rally to be followed by another price decline, 

which will take natural gas prices toward a seasonal first quarter low.  Also, history indicates that major price ral-

lies occur 2-1/2 to 3 years apart, with the most recent rallies occurring in 2005 and 2008. 

 

Natural Gas Price Outlook concludes that while natural gas prices are at eight-year lows, an immediate price reversal 

is unlikely.  However, changing market conditions are likely to cause natural gas prices to gravitate higher in the sec-

ond half of 2011 and this price momentum is expected to carry into 2012, a time when supply and demand are ex-

pected to become better balanced.   

 

Natural Gas Price Outlook will help businesses better understand the changing natural gas environment so that they 

can make more informed decisions related to the purchase or sale of natural gas or related products.   

 

For natural gas buyers, the price bottom may not yet be in, but barring a double-dip recession, it is probably close, 

and the first half of 2011 is expected to provide some very good buying opportunities for the rest of 2011, 2012, and 

even 2013.   

 

For natural gas sellers, lower prices aren’t expected to disappear quickly.  But by 2012 prices are expected to return 

to the $5-$6 per MMBtu price range, which should be viewed as more favorable to nationwide production basins. 

 

www.NaturalGasOutlook.com 

http://www.naturalgasoutlook.com


Other Interests 
 

 Please contact me to 
discuss how the tailored 
Buying Advisory Services 
of Energy Solutions, Inc. 
may benefit my company. 

 

 Please add my name to 
your mailing list for up-
coming seminars. 

 

Energy  Solutions, Inc. 
                 2386 Dahlk Circle 
                Verona, WI  53593 

 
                    Tel:    (608) 848-9589       

Fax:  (608) 848-6256 

 
E-Mail: 

advisor@energysolutionsinc.com 
 
 

Website: 
www.energysolutionsinc.com 
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City _____________________________________  State ________  Zip Code  _________________  
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Educational Guides 
 

Natural Gas Price Outlook 

$59 for existing subscribers of The Advisor 

$249 for non-subscribers 

  

Strategic Natural Gas  

Buying Guide 

$59 for existing subscribers of The Advisor 

$129 for non-subscribers 
 

Multi-Analysis Discount for 

Subscribers of The Advisor 

$195 for FOUR analyses 
   » Natural Gas Price Outlooks:  Spring & Fall/Winter 
                 Release 
   » Strategic Natural Gas Buying Guides:  Winter/Spring  
                 & Summer/Fall Release 

 

Non-Subscribers 

Subscribe to The Advisor within two months of  
the purchase of one of these educational guides  
and we will refund the difference between the  
subscriber and non-subscriber price. 
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