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Agenda: Fire-nados, Key Drivers and Winter 2020–21

• The West’s warm dry summer becomes a record fire season 

– Plus 2nd most active hurricane season & weak La Niña winter

• Chief Economist Ed Fortunato’s economic recovery update

• Natural Gas Fundamentals

– Storage above +4.0 Tcf on Oct 31st – is a record possible?

– Production remains flat & our outlook for 2021

– LNG & exports to Mexico recover with strong potential for growth

• California: the chargrilled state tests the limits of patience

• Charts and Graphs

– What are the charts of winter prices telling us?

• Your Questions, Our Answers
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Weather



Short-Term Weather

• A more amplified weather pattern is expected settle in as we head towards the end of the month and 

early October.

• Fall-like temperatures are forecast to return across the eastern 2/3 of the nation late next week while 

record high temperatures will be challenged across portions of the West coast. 

• Intense heat and dry conditions out West will keep wildfire threats high as wildfire season progresses. 

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 

subsidiaries of Exelon Corporation. Brand names and product names are trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.

Source: NOAA
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2020 Hurricane Season Update

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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Sources: NOAA, NHC

• The 2020 hurricane season is currently the 2nd most active on record behind 2005.

• This has only been the 2nd time ever that the National Hurricane Center has had to revert to the 

Greek alphabet to name additional storms during the hurricane season. 

• 23 named storms, 8 hurricanes, and 2 major hurricanes.

• The first 20 named storms were the earliest to form on record.

• Of those 23 named storms, 9 made landfall, tying the 1916 record.
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Current ENSO State/Forecast

• The ENSO phase is one of the most important oscillations to consider regarding seasonal 

forecasting.

• El Niño and La Niña can have a strong influence on weather across the United States depending 

upon the intensity of the ENSO phase.

• La Niña conditions are currently present and are likely to continue through the upcoming winter. 

• Typical La Niña conditions pose colder risks across the North and Northwest while the South and 

East are more likely to see a warmer than normal weather pattern.

Source: NWS

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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Upcoming Winter Risks

2005/06 Winter

2010/11 Winter

• The winter of 2005 followed the most active 

hurricane season on record. The 2020 

season is currently the 2nd most active on 

record.

• The winter of 2020 is forecast to see a 

similar transition from a neutral ENSO 

phase to La Nina conditions.

• A strong La Niña in the winter of 2010 led to 

a colder-than-normal winter for much of the 

United States, something typically not seen 

during a strong La Niña winter.

• Blocking, which is difficult to forecast 

beyond two weeks, plays an important role 

during winter and can send arctic air farther 

south and east.

Source: MAXAR
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Upcoming Winter NWS Forecast

Source: NOAA
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• The National Weather Service is forecasting a greater-than-normal chance for above-normal 

temperatures across the West, South and East with below normal temperatures more likely across 

the North and Northwest. 

• A drier than normal weather pattern is more likely throughout the South with a more active pattern 

across the North.

• This forecast supports a typical La Niña winter across the lower 48. 
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Western Fires and Smoke

• Western U.S. fire danger remains extreme with a combination of dry, above-normal temperatures and 

periodic gusty winds. Many fires burning out of control are sending smoke and haze well up into the 

Atmosphere. 

• Jet stream winds are picking up the smoke and bringing it across the country. The picture above, from 

NOAA, is a forecast of the smoke for Tuesday, September 15th. Yellow is noticeable, red is severe, and 

purple is unhealthy. A large area of the nation is currently experiencing significant smoke and haze. 

Sources: NASA / NOAA

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 

subsidiaries of Exelon Corporation. Brand names and product names are trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.
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Economic Recovery Update and 2020 

Election Issue Preview



FED’s Real-time GDP 
indicator 
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Federal Reserve Real-Time GDP Indicator Shows a Large Q3 
Rebound, Better than Expectations

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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Customer Takeaway: The record drop will be followed by a big jump as the economy comes out of its 

shutdown and people adjust to the virus.

Source: Atlanta Fed



How Bad is a Little Inflation?

• The FED will fight inflation if it increases. It has many tools to do so, yet the Sep FOMC 

statement said the Fed was not likely to raise rates until 2023.

• The FED stated that it will manage inflation to range and not a specific target.

• On 9/21, Treasury Secretary Mnuchin and Chairman Powell testified to Congress that current 

loan programs had helped businesses, but more government spending would be needed.  

• The $2.2 trillion March package from Congress helped sustain the economy through summer.  

• In the 1970s and 1980s inflation was a scourge, but it’s not much of a factor today. 

– Corn is trading at $3.25/bushel, the same as it was in 1996 and 1975. There are similar 

low prices in wheat and soybeans. 

– Retail gasoline in 1982 was $1.49/gallon; today it’s about $2.25/gallon. Yet, mpg have 

gone from 10 to ~25, making the real cost of gasoline lower than 40 years ago.

– Cotton and coffee are the same price as they were in the 1970s and 1980s.

• Financial instruments like equities and bonds have become pricey due to continued Federal 

stimulus. 

• One last point … the Big Mac value meal (an analogy for all commodities and manufacturing) 

has been about $5 my entire adult life. A $7 value meal might have a positive macro effect.

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 

subsidiaries of Exelon Corporation. Brand names and product names are trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.
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Source: The research team of the Chief Economist

Customer Takeaway: Efficiency and higher productivity is a good thing and they have kept inflation low 

for many years. 



What’s at Stake for Energy in the Election?

President 

Trump

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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• Expected to continue a deregulatory push to 

expand Federal areas available for drilling, ease 

permitting for pipelines and export projects, 

continue to lean on OPEC+ to limit supply, and 

keep a tight hold on sanctions against Iran and 

Venezuela.

• China: Tensions with Beijing have flared. China 

had been seen as a top outlet for growing U.S. 

crude exports, but trade tensions have limited 

those flows, and China is not on track to meet 

its Phase 1 commitments for U.S. energy 

purchases.

• Maintain a moratorium on drilling in the Eastern 

Gulf along with the Atlantic coasts of Florida, 

Georgia and South Carolina.

Vice President 

Biden

• Expected to halt new drilling permits for Federal 

lands and waters, weigh climate impacts and 

stress environmental justice when reviewing 

federal applications, reject approvals for key 

infrastructure projects like Keystone XL or 

Dakota Access pipelines, and rejoin the Iran 

nuclear deal.

• China: Would be expected to turn down the 

volume in discussions but is unlikely to spark a 

major warming of ties that would revive trade in 

the near-term.

• Promised $2 trillion in clean energy investments 

in 4 years; proposes a carbon-free power sector 

by 2035; would rejoin the Paris Climate Accord.

Sources: WSJ, S&P Global, Refinitiv, WoodMac
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Key Market Fundamentals



Soft Oil Prices are Supportive of Gas Prices

© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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• WTI trading near $40 per barrel is not enough to spur new associated gas production

• Lots of spare oil production capacity globally

• Oil directed rig count at all time low and not likely to recover soon

Customer Takeaway: COVID pushed the global oil market into unprecedented over-supply and forced US production 

cuts of ~2M bbl/day, much of which was in the Permian. This reduced associated gas production which is likely not to 

recover with current forward oil prices ~$40/bbl, thus limiting a recovery in Lower 48 gas production. 

Source: EIA
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Natural Gas Storage Approaches Record Territory

• Last week’s EIA report was an injection of 89 Bcf

• Since April, we injected 1.63 Tcf v. 1.97 Tcf in 2019 or 17% less but above the 5y average of 1.53 Tcf

• Working gas in storage is 3.614 Tcf which is 535 Bcf (17%) higher than a year ago and 421 Bcf (13%) above the the five-

year average.  

• The EIA’s latest Short-Term Energy Outlook (STEO) has October 31st storage at 3.97 Tcf and assumes a 10 year normal 

winter will leave 1.6 Tcf in the ground at end March 2021

• The reduction in the YoY storage surplus from ~70% in April to 17% today is a major reason behind the rally in the NYMEX 

12-month strip

Customer Takeaway: Storage is currently forecast to end the injection season at 3.97 Tcf with the two biggest 

variables being power generation demand and LNG export demand, which is currently recovering. 

© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 

subsidiaries of Exelon Corporation.  Brand names and product names are trademarks or service marks of their respective holders. All rights reserved. Errors and omissions excepted.

Sources: EIA, NYMEX
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Production Stabilizes at 2-Year Ago Levels

Customer Takeaway: Production is rangebound at 86-88 Bcf/d per 3rd party sources as producers conserve 

cash and likely holding output near current levels. As we move into 2021, the natural decline rate in shale 

production will support prices but a mild winter will prove difficult to overcome. 

© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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• For the week ending September 18, EIA estimated production was ~89 Bcf/d, which is down from ~94 Bcf/d from a 

year ago. Gas production is off ~10% from its November 2019 peak.    

• Baker Hughes gas rig count was off 2 to 254 rigs as of 9/11. Gas rigs were up 2 to 73 but down from 160 the same 

week last year.  

• Supply has remained flat between 85-87 Bcf/d per EIA and 3rd party estimates as some shut in production has 

returned but the steep declines in rig counts and completion crews as reflected by Appalachian and Haynesville crews 

could limit a rebound in industry growth in 2021. 

Sources: EIA, Range Resources, Baker Hughes, Bloomberg
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Strong Summer Power Burns
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• This summer saw gas generation expand as we faced the 3rd warmest summer since 1950 and natural gas prices  

below $2/MMBtu. Gas generation replaced coal in the generation stack.  

• Gas generation demand notched multiple daily records for power gen. Demand hit 47.2 Bcf/d on July 27th surpassing 

the previous record of 45.4 Bcf/day in August 2019 while power demand that day was 6 million MWh or 45.2% of Lower 

48 power generation.

Source: EIA

Customer Takeaway: Power burns this summer continued their growth trend, pushing thru the upper end of 

their five-year range and setting a new single day record in July that was 45% of power generation for the 

Lower 48.  Continued retirement of coal units and new gas units will add to this trend.
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Gas Exports Defy COVID Travel Bans
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• LNG export demand collapsed to 3 Bcf/d as the US 

cancelled close to 200 cargoes this summer.  A 

rebound in Asian economies has lifted exports to 8 

Bcf/day.  

• Exports to Mexico are currently at 5.7 Bcf/d with a bias 

for more as their Wahalajara system finally reached 

COD. 

Customer Takeaway: LNG exports fell from 8–10 Bcf/d in Q1 prior to COVID to a low of ~3 Bcf/ in 

August before rebounding to current levels near 8 Bcf/d. Mexican exports are approaching 6 Bcf/d. 

Source: EIA
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California Demand Surges and CAISO Taps Out
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Customer Takeaway: On 8/14, CAISO demand reached ~47 GW in HE 16–18 while solar capacity was 

fading. Limited surplus capacity on neighboring grids made sourcing imports a challenge, eventually forcing 

the CAISO to call a Stage 3 emergency and curtail power for the first time since 2001.

Sources: CAISO, Platts
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Gas & Power Pricing Trends



NYMEX Drops as Summer Fades, but Cold Front Gives Support

© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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Resistance Price Level

Customer Takeaway: Prompt-month prices had retraced due to decreasing power demand, larger-than-

expected injections and stable production. However, rising LNG exports and a below-normal pattern for 

October for the eastern half of the Lower 48 have given the market support at ~$1.80/MMBtu. 

Source: Reuters
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NYMEX Gas 12-Month Strip Pulls Back

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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Customer Takeaway: Following a 50-cent surge this summer, the 12m strip has retraced in recent 

trading. A return to normal for LNG send-outs and flatlined production expectations pose a near-term 

upside risk.
Source: NYMEX

24



Current - NYMEX Winter Strip Comparison

© 2019 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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Bucket Dec'20-Feb'21 Dec'21-Feb'22 Dec'22-Feb'23

Current $3.26 $3.10 $2.81

Curr. vs Max -3% -1% -11%

Curr. vs Min 26% 18% 8%
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Forward Power Price Trends (6-Month History)

Source: Constellation
© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of 9/22/20



Please Submit Your Questions

Use panel box at right



Constellation Tomato Club
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Until Next Time …

Thank you for your participation.

Next Webinar: October 21st @ 2PM ET

The team will provide their latest 

insights on winter forecasts, the state 

of the economy, and latest 

fundamentals. For insights on the 

election, Exelon’s VP of Federal 

Government Affairs will be joining. 

Reserve your seat now.

Please keep us informed! 

If your business is experiencing 

reduced usage and other changes to 

demand, please contact your 

Constellation representative.

Fortunato & Friends Webcast

Check out our newest webcast series, Fortunato & Friends, featuring Exelon Chief Economist Ed Fortunato and 

a special guest each month. The next webcast, occurring October 6 at 2PM ET, will cover the following topic:

The Upcoming Election and its Potential Impact on Energy Policy.

https://events.constellation.com/fortunato-and-friends.

Contact Us! Reach the Commodities Management Group (CMG) team with questions at 

CMG@Constellation.com
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Appendix



A Look at Production Decline Rates & Breakeven NYMEX Prices

Customer Takeaway: The natural decline rates of gas production are likely to become more prevalent in 

2021 if output is at 2018 levels by end of year. Producers will need NYMEX prices closer to $2.50/MMBtu to 

earn the return on investment to be able to borrow capital to deploy new rig and completion crews.  

© 2020 Constellation Energy Resources, LLC.  The offerings described herein are those of either Constellation NewEnergy-Gas Division, LLC or Constellation NewEnergy, Inc., affiliates of each other and ultimate 
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• The above charts are from a Range Resources investor presentation on 9/10 and highlight the decline rate in the industry 

as well as producer breakeven prices for NYMEX pricing.  

• Range compared itself to other Appalachian producers, and the average natural decline rate for production in the 

Northeast is probably closer to averaging ~25% across the industry. Range states that with a -19% decline rate, its 

production will decline from 2.2 Bcf/d at year-end to 1.8 Bcf/d by December 2021.

• NYMEX breakeven prices are for Range and other producers are closer to $2.50/MMBtu per (black diamonds on the 

second graph).   
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CAISO Market Recap: August 13 - Current

Customer Takeaway: This once-in-a-decade heatwave produced strong demand in a region already faced with its 

infrastructure challenges as renewables such as solar overproduce from HE 12-15 but then are declining when the 

ISO’s load peaks around 6pm (HE 18). It highlights the need for either more gas generation or a storage solution.  

© 2020 Constellation Energy Resources, LLC. The offerings described herein are those of either Constellation NewEnergy, Inc. or Constellation NewEnergy-Gas Division, LLC, affiliates of each other and ultimate 
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• August 13-20 produced several CAISO Stage 3 emergencies and led to load shedding (blackouts), and CAISO did 

not always have enough imports coming in during late afternoon hours (HE16-19) due to record demand in 

neighboring states as solar capacity was declining in CAISO.  
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Disclaimer 

The information contained herein has been obtained from sources which Constellation NewEnergy, Inc. and 

Constellation NewEnergy-Gas Division, LLC (together, “Constellation”) believe to be reliable. Constellation does 

not represent or warrant as to its accuracy or completeness. All representations and estimates included herein 

constitute Constellation’s judgment as of the date of the presentation and may be subject to change without 

notice. This material has been prepared solely for informational purposes relating to our business as a physical 

energy provider. We are not providing advice regarding the value or advisability of trading in “commodity 

interests” as defined in the Commodity Exchange Act, 7 U.S.C. §§ 1-25, et seq., as amended (the “CEA”), 

including futures contracts, swaps or any other activity which would cause us or any of our affiliates to be 

considered a commodity trading advisor under the CEA. Constellation does not make and expressly disclaims, 

any express or implied guaranty, representation or warranty regarding any opinions or statements set forth 

herein. Constellation shall not be responsible for any reliance upon any information, opinions, or statements 

contained herein or for any omission or error of fact. All prices referenced herein are indicative and informational 

and do not connote the prices at which Constellation may be willing to transact, and the possible performance 

results of any product discussed herein are not necessarily indicative of future results. This material shall not be 

reproduced (in whole or in part) to any other person without the prior written approval of Constellation.
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