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Weekly Update:

The Aug20 prompt month natural gas contract is currently trading at $1.78/MMBtu and the Sep20 crude oil contract is down $0.20 at $41.70. Oil prices have hit their highest levels since March and energy stocks surged on
Tuesday, sending the S&P 500 Energy Sector Index up more than 6% as investor optimism for a solid economic recovery continue to grow.

Weather forecasts show above-normal temperatures for the next 20 days but are lower than what was originally expected. There should be less peak demand alerts for the NYISO, ISONE, and PJM territories over the next
week or two. The current heatwave across the nation has led to a 6 Bcf/day increase in gas demand. Day-ahead power prices are still trading in the $25-$30/mWh in the 3 major Eastern US ISOs. Prices in ERCOT (TX) are
closer to $40/mWh.

In the weekly storage report issued on Thursday mornings, the U.S. Energy Information Administration (EIA) reported that natural gas storage stockpiles were up by 37 Bcf in the week ending July 17 at 3,215 Bcf. Stocks
were 656 Bcf or 26% higher than this time last year and 436 Bcf or 16% above the five-year average of 2,779 Bcf. Gas prices are expected to stay steady in the upcoming week.

Natural gas pricing plays a key role in electricity power pricing due to the increasing reliance on natural gas fired generators as nuclear, coal, and oil generation is retired and mothballed. As the marginal unit of generation,
gas prices are directly correlated to power pricing (more so in some regions such as NYC vs. others such as parts of PJM). We keep an eye on natural gas market fundamentals in order to provide insights into forward
power pricing for our clients. Gas production has grown and surpassed any speculation that production would not be able to keep up with demand due to LNG and Mexican exports.
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2014 - 2020 YTD Locational Marginal Pricing (LMPs)
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