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Natural Gas Pricing Alert (a value-added service of The Advisor) 

On Tuesday, March 13, the front-month natural gas NYMEX contract hit a new 2012 calendar year low of $2.204 per 

MMBtu.  From a technical perspective, if price support holds in the $2.20s, a short-covering price rally could drive 

natural gas prices back toward the $2.70s.  Conversely, a breach of the $2.20 per MMBtu price level is very bearish 

for natural gas prices since it opens the door for additional price downside into the low-$2s or even the upper-$1s.  

For comparison purposes, in 2011, the average natural gas NYMEX expiration for April through August was $4.334 

per MMBtu. 
 

The spring season is typically a time of price strength.  Nuclear refueling outages and maintenance of coal-fired elec-

tric generation places an increased emphasis on the use of natural gas-fired electric generation.  However, this year 

that emphasis may be less than in the past, because widespread above-normal temperatures have reduced the need for 

natural gas for heating demand; on the other hand, temperatures aren’t quite hot enough to cause natural gas demand 

to increase due to rising electric loads caused by air conditioning needs. 
 

Right now, natural gas prices are ignoring announcements of supply cuts by producers and instead responding to 

forecasts of above-normal temperatures for the eastern two-thirds of the nation into the third week of March and the 

year-over-year storage inventory surplus that could easily expand to over 800 Bcf by month end.  At some point, 

however, those supply cuts are expected to surface as the natural gas drilling rig count has fallen from 934 to just 640 

over the past 21 weeks.  It is estimated that production declines will become evident in the second half of 2012, and 

consistent monthly data showing a trend that production is on the decline will likely mark a multi-month bottom in 

prices.  However, even when this occurs, price rallies will be difficult to sustain because price strength is expected to 

be an opportunity for producers to hedge their sale price to protect future revenues and profits.  Hedging a sale price 

involves the selling of a natural gas NYMX futures contract, and ongoing selling is a contributing factor to pushing 

natural gas NYMEX prices down. 
 

This Pricing Alert calls attention to the fact that natural gas prices are at ten-year lows, and Mother Nature has been 

the primary price driver.  When evidence of production cuts surface, and they will, end-user buyers who have not 

been participating in the current low-price environment will need to be ready to act. 

 

Pricing Alerts are issued when there is something happening in the industry or something that is  

anticipated to happen that has the potential to change or impact natural gas prices. 

Conclusion:  End-user buyers who implement a proactive, disciplined approach and purchase their natural 

gas supplies during periods of price weakness typically have an overall better price portfolio than those who 

try and wait for the bottom.  This is because prepared buyers make more-informed purchasing decisions and 

are better equipped to wait out price rallies, rather than panic-buying.  Natural gas prices are at ten-year 

lows.  If as an end-user buyer you are not participating in this market, you need to ask yourself:  “What are 

you waiting for?”  Stay Informed …. 
 

Click Here to try a 60-day FREE Trial to The Advisor with specific purchasing recommendations. 

http://www.energysolutionsinc.com/n-seminar/trial.asp


 

 

 

Learn More at www.energysolutionsinc.com 

About Natural Gas Price Outlook 
 An unbiased, educational publication on natural gas prices and price trends. 

 Expansive review of numerous price-driving factors including:  production and pro-

lific shale supplies; rising demand from the electric power sector; the timing of an 

economic rebound; price correlations to crude oil prices; the potential of the 

United States to become an exporter of natural gas; and the economic benefits of 

natural gas liquids. 
 

Benefits  
 Learn why correlations between natural gas prices, production levels, and the ac-

tive drilling rig count are no longer relevant. 

 Identifies technical timeframes for what is expected to be the next significant buy-

ing opportunity. 

Click Here to Learn More 

 

 

Top Publications of Energy Solutions, Inc. 

About Natural Gas Buying Guide   

 A strategic analysis that provides low-risk, medium-risk and high-risk buyers with a 

predefined template for development of a risk management strategy. 

 Describes specific seasonal trends and identifies potential actions for buyers. 
 

Benefits  
 Helps identify risk tolerance levels, which ensures better decision-making. 

 Gives buyers the confidence needed to make well-informed natural gas purchases. 

 Evaluates seasonal trends to provide buyers with the tools needed to prepare for 

seasonal price rallies.   

 Lays out specific opportunistic timeframes during which natural gas purchases 

should be evaluated and/or considered. 

 

Click Here to Learn More 

About The Advisor 
 Multiple products designed to provide readers with the tools needed to make in-

formed natural gas buying decisions. 

 Annual subscription includes 12 monthly editions, 48 weekly editions, 12 editions 

of Fast Facts, plus Pricing Alerts and Weather/Storm Alerts. 

 Includes timely pricing information, historical price comparisons, updates on stor-

age, rig counts, weather forecasts, fundamentals and technicals, as well as pertinent 

industry articles. 
 

Benefits  
 Concise and consistent insight into numerous natural gas price drivers helps buyers 

to improve their understanding of market dynamics. 

 Strategic purchasing recommendations help buyers purchase at the right time to 

better manage budgetary goals and avoid panic buying. 
 

Click Here to Learn More 

http://www.energysolutionsinc.com/naturalgas/Natural-Gas-Price-Outlook-35.htm
http://www.energysolutionsinc.com/naturalgas/energy-solutions-inc.--natural-gas-buying-guide.htm
http://www.energysolutionsinc.com/naturalgas/the_advisor.htm

