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As we move into April and begin to turn focus towards injection season and
the spring shoulder period, it’s important to first review and consider the
impacts of the preceding 2018 winter months. Yesterday, the EIA reported a -
29 Bcf change in storage, bringing total storage to-date at 1.354 Tcf. One year
ago, stocks were 34% higher and we were already into injection season. The
recent cold weather through late March and early April has been providing
some extended heating demand not typically seen at this point in the year,
and as such, has provided corresponding price support as natural gas futures
have hovered around the $2.70 mark for the better part of the month of
March.

Over the coming weeks, the first injection and more normalized weather
patterns expected for the second half of April will temper the bullish
sentiments in the market. While the mounting bearish pressure from
increasing production and decreased heating demand will drive the price of
natural gas down, the corresponding increase in power burn should tighten
storage levels and increase both the price of natural gas and electricity down
the road. How far the seesaw swings back up is entirely dependent upon the
delicate balance between production and demand. As of today, production
remains steady at ~79 Bcf/day and any additional increases in supply will
serve to keep a lid on prices. However, should the summer forecast end up
proving bearish, we could potentially be looking at a long-term supply excess
as the existing vertical of LNG demand that has served to prop up prices is
now threatened by the Trump administration’s $60 billion in tariffs on China.

There has been a strong negative response to President Trump’s 25% tariff on
imported steel, mostly due to the immense amounts of capital investments
into energy technologies (upstream, midstream and downstream) that are
directly impacted. For example, the 25% increase for a typical pipeline project
would result in somewhere around $75 million in increased costs.
Furthermore, strong LNG exports to China, South Korea, and Japan could
potentially become a casualty of the tariff crossfire if tensions continue to
escalate and the long-term deals that producers and exporters have
established with state-owned and private importing entities could very quickly
be put in danger. Should the LNG vertical demand be drastically impacted, we
could begin to see overall domestic production (and corresponding injections)
scaled back until prices reach a technical level that warrants continued
production.
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Quick Hits

Electric power’s share in the annual demand structure is more than
30%, while its share in the injection season demand is close to 50%

The EIA has reported that in January, the share of natural gas in net
electricity generation has increased by 2.6 percentage points y-o-y
from 26.8% to 29.4%. It is the highest share of natural gas-fired
generation for the month of January ever recorded.

The total stock of natural gas-fired power plants is expected to
increase by 2.3% y-o-y in April to 448.9 GW of net summer capacity,
which will amount to 42.10% of total operating generation capacity in
the United States.

On Friday March 9, Gov. Cuomo announced the largest commitment
to renewable energy by a state in U.S. history at $1.4 billion, which will
fund 26 large-scale renewable energy projects, 22 of which are utility-
scale solar farms.

Bullish Factors

Latest inventory report from the EIA put natural gas stocks at their
lowest levels since 2014

Crude oil prices are higher this week, despite the drop in the global
stock markets, as OPEC considers maintaining current production level
cuts.

Cool conditions over the northern and eastern US linger in the wake of
an exiting weather system. A strong reinforcing cold shot is already
pushing into the north-central US and will track across the Midwest
and East during early this week keeping overnight lows in the teens to
30s, locally single digits

Bearish Factors

According to EIA’s forecast, daily output for 2018 will reach an all-time
high average of 81.7 bcf/day, 8.1 bcf/day higher than in 2017 and is
expected to increase by 1 bcf/day in 2019.

Natural gas plant liquid production reaches new annual record in 2017,
with projected continued growth.

The positive effect on gas usage in the Electric Power sector will be
partly offset by the rising share of renewables. Wind and solar capacity
is expected to grow by 6.80% and 22.40% y-o-y.
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Natural Gas
CURRENT/HISTORICAL STORAGE (Bcf) HENRY HUB PROMPT MONTH NAT GAS
SETTLEMENTS
. This Last Year ;

Region Week Week % Chg. Ago 5-Yr Avg| Trade Date Open High Low Settle % Chg. Est. Vol
East 229 242 5.37% w 268 284 4/2/2018 273 2.759 2.65 2.683 v -1.72% 171,317
West 519 538 -3.53% ¥ 837 698 3/29/2018 2.706 2.764 2.698 2.733 - 1.00% 167,089
Producing 606 603 0.50% a 946 718 3/28/2018 2.718 2.731 2.69 2.7698 a 1.91% 88,216
TOTAL 1354 1383 -2.10% » 2051 1700 3/27/2018 267 2721 2.66 2.714 - 1.65% 156,277
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Average Retail Electricity Price Trends (May Start)

Week New Jersey New York Massachusetts Illinois Pennsylvania Connecticut
Ending
3/2/2018 $0.0993 $0.0617 $0.1157 $0.0618 $0.0581 $0.0547 $0.0778 $0.0705 $0.0984
3/23/2018 $0.1033 $0.0614 $0.1154 $0.0621 $0.0585 $0.0565 $0.0788 $0.0700 $0.0984
3/30/2018 $0.1037 $0.0616 $0.1155 $0.0619 $0.0588 $0.0577 $0.0789 $0.0702 $0.0978

*actual rates may vary by usage. Rates are aggregated from sources reflecting the general service (GS) rate class
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Energy Market News Data Highlights
Egulj;éalrlfgs ptosmg unique challenges on the WTI crude oil futures price 04/04/2018: $63.87/bbl
ndustry .
. ¥ $1.01 from week earlier A $12.34 from year earlier
https://reut.rs/2GMSG4U
Eaker HkL)Jghles 1No|rth2Admer|can rig count Natural Gas Inventories 03/30/2018: 1,354 Bcf
ttp://bit. elov :
p:// v/ ¥ 29 Bcf from week earlier V697 Bcf from year earlier
NOAA — US Seasonal Drought Outlook .
http://bit.ly/1fx4jgF Natural gas futures price 04/04/2018: $2.718/MMBtu
A $0.02 from week earlier WV $0.575 from year earlier
EIA Short Term Energy Outlook
http://www_eia_gov/forecasts/steo/ Weekly coal production 03/31/2018: 14.698 million tons
¥ 0.762 million tons week A 0.44 million tons year earlier
earlier
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