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Agenda

• Weather Update: Turning up the heat out West!

• All Things Economic: The inflation debate continues 

• Key Fundamentals:

– Power burns are the pivotal swing variable in an overall 

tightening market

– PJM 2022/2023 capacity auction results

– ERCOT and CAISO key points on the week of heat

• Charts & Graphs

• Q & A

• Constellation Tomato Club Update



Weather 



Short-Term Weather: Western Heat, Variable East

• The near-term focus of heat will continue to be in the West. Downstream, a cooling trough will dig into 

the Midwest while any heat in the East will be short-lived in a more variable pattern into next week.

• Above-normal rainfall is expected in the Southeastern United States with continued dry conditions in 

the West. Developing low pressure in the SW Gulf of Mexico is forecast to impact the Deep South by 

this weekend.

• The combination of heat and drought is expected to keep the risk high for western wildfires.
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Source: NOAA



Major Heatwave out West
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Source: AccuWeather
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Hurricane Season & the Tropics

• The tropics have come alive this week. Tropical Storm Bill formed off the Mid-Atlantic Coast and 

will move to the Northeast into the Atlantic, not impacting the East Coast.

• Low pressure in the Southwest Gulf of Mexico is being monitored for development. Tropical 

models develop this into tropical storm Claudette as it moves north toward the Northeast coast 

of Texas or Louisiana by the weekend.

• At this time, the main storm impacts are expected to be flooding due to heavy rain along the 

Gulf Coast. Intensity forecasts will improve once the storm forms.
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Source: NOAA/NHC



The Summer Outlook
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Source: NOAA 
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Source: MAXAR Technologies

June: Actuals + Forecast for 2nd Half of Month

June Forecast – Actuals through June 14th plus Forecast June 15 – 30

June Forecast – PWCDD’s forecast total 288 / Hottest on Record
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All Things Economic



Source: WSJ
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Business is boomin’!

▪ Folks seem panic-stricken by inflation, but let’s take a closer look at the 

numbers behind the WSJ article headline of June 11th: “Inflation jumps to 13-

year high”

▪ Q2 2020 GDP shrunk by 32% levels not seen since the Great Depression

▪ Auto sales, which plummeted to 9 million annual units in April 2020, were 19.2 

million in April 2021

▪ Consumer spending which plunged in 2020 hit records in Q2 with record 

manufacturing orders and appliance sales

▪ U.S. manufacturing new orders is the highest seen in 30 years of data

▪ Energy prices, which were at disturbing negative levels last year, are moving 

higher on a rebound in gasoline demand

▪ Equities have more than doubled in value in the last year to near-record highs

There will be bumps in the economic road as this economy 

comes roaring back, but the strength in this economy is 

way better than anyone could have fantasized about this 

time last year.



Inflation - “The Cure for High Prices is High Prices,” 
Except Wage Increases are Sticky

Sources: Atlanta Fed, WSJ
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Shorter term Longer term 
▪ Automobiles

▪ Ketchup packets

▪ Computer chips

▪ Chlorine

▪ Grains

▪ Lumber

▪ Hotels and leisure

▪ Pork/Chicken

▪ The virus will impede global growth 

as third world awaits vaccination. 

Supply chains will have to adjust.  

See: energy.

▪ Energy driving demand in the U.S. 

is strong even without a return to 

normal commuting. This could be a 

problem as every recession since 

WW2 was started by higher oil 

prices, except the pandemic.

▪ How long will “transitory” inflation 

last?

Atlanta Fed: Sticky CPI Index



Key Market Fundamentals



What Changed Since Last Month? 

Sources: Nymex, EIA, S&P Platts, Baker Hughes
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May 19th Webinar Today

Weather

First half of May quite cool – second half 

more seasonal. Texas cooled down with 

some significant rain. The West looks dry 

as a bone and summer is going to be a 

scorcher.

The West and DSW are blazing hot with 

all-time record highs. The heat in the 

West is drying out ERCOT, going above 

normal. Temperatures in the East are 

cooling near term. A top-ten hot summer 

is the forecast.

Storage
2,029 Bcf inventory – minus 3% below 

5YA – importantly, forecasts for end of 

season adjusted down to 3.6 Tcf.

2,411 Bcf inventory – minus 2% below 

5YA – forecasts holding at 3.6 Tcf for 

end of season inventory.

Production 91.3 Bcf per day 90.1 Bcf per day

Rig Count 103 gas-directed rigs 97 gas-directed rigs

Crude Oil $65.95/bbl $71.77/bbl

Exports
LNG: 11.0 Bcf/day -- MTD

Mexico: 6.2 Bcf/Day -- MTD

LNG: 9.7 Bcf/day -- MTD

Mexico: 6.7 Bcf/day  -- MTD

Pricing Action

HH cash -- $2.96/MMBtu

Prompt gas -- $3.09

22’ strip -- $2.82

23’ strip -- $2.61

24’ strip -- $2.60

HH cash -- $3.35/MMBtu

Prompt gas -- $3.33

22’ strip -- $3.01

23’ strip -- $2.73

24’ strip -- $2.66



EIA Forecasts Crude Oil Production Rise

Customer Takeaway: Crude oil production’s response to higher prices is muted by producer’s

newfound affinity for capital discipline and returns to shareholders. Backwardated forward prices are 

curbing future investment.

Source: EIA
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• The EIA forecasts crude production will increase each quarter – averaging 11.4M bbl/d in the 4Q 

of 2021 and 11.1M bbl/d for all of 2021.

• Their forecast is 11.8M bb/d for 2022.



Gas Production Ticks Up Slightly

• EIA estimates for the week ending June 9th shows U.S. production at 93.3 Bcf/day, up slightly month over 

month but much higher than 86 Bcf/day for the same week a year ago.

• EIA’s June STEO has production averaging 92.1 Bcf/day for 2021, an increase of 0.75 Bcf/day from May’s 

STEO.  

• U.S. gas rigs fell by 1 last week to 97 rigs, but producers are also focusing on depleting drilled but 

uncompleted (DUC) wells. Producers seek to maintain production but cut expenses while finishing DUCs to 

improve balance sheets.

DUC Wells by Major Region: Y-o-Y Year Ago

Mar-21 Apr-21 change Apr-20 % Change

Anadarko 856           835           (21)           1,019 -18.06%

Appalachia 576           566           (10)           712 -20.51%

Bakken 673           647           (26)           859 -24.68%

Eagle Ford 1,080       1,057       (23)           1,360 -22.28%

Haynesville 363           362           (1)             371 -2.43%

Niobrara 497           458           (39)           793 -42.24%

Permian 3,053       2,932       (121)        3,584 -18.19%

Total 7,098       6,857       (241)        8,698 -21.17%

Customer Takeaway: Gas rigs have fallen in recent weeks as producers continue to focus on improved 

financial metrics and strive to work off the backlog of DUC wells as a means of maintaining production while 

cutting costs.

Source: EIA
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Early Heat Keeps Injections Under 100 Bcf

• For the week ending June 4th, the EIA reported +98 Bcf, above the five-year average of 92 Bcf.

• Storage now totals 2,411 Bcf which is -383 Bcf (-14%) below last year and -55 Bcf (-2%) below the 

five-year average.

• The EIA’s June Short Term Energy Outlook is calling for end-October storage at 3.60 Tcf and then 

end of March 2022 storage at 1.2 Tcf, which would be supportive of NYMEX pricing.

Customer Takeaway: Strong export demand and flat production resulted in underwhelming 

injections in April/May. With summer heat having arrived early this month, power burns are 

blocking further injections.

Source: EIA
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LNG Exports & Impact of Hurricanes

Customer Takeaway: Barring unplanned maintenance or weather-driven outages, feedgas to the 

terminals should remain strong as units are unlikely to take the summer off, like in 2020.
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• Hurricanes can disrupt operations at LNG Terminals, stranding gas in the US and boosting storage.

• Feedgas to the terminals dipped in late May and remains below peak capacity as maintenance reduces 

output temporarily.

• Prices for U.S. LNG to export to Europe and Asia remain favorable with JKM at ~$11/MMBtu while Europe 

is closer to $8 - $10/MMBtu. The rising price of Brent crude supports forward LNG prices in Asia.

Sources: S&P Platts, Range Resources (EIA & LNG Operators)



PJM 2022/2023 Base Residual Auction (BRA) Results

Customer Takeaway: Clearing prices were significantly down across the board in the capacity auction, but 

certain regions that experience physical constraints between supply and demand will continue to pay a 

premium there due to higher clearing prices above the RTO price of $50/MW-day.

• The reserve margin for the entire regional transmission organization (RTO) for the 2022/2023 Delivery 

Year as procured in the BRA was 19.9%, or 5.4% higher than the target reserve margin of 14.5%.

• In five regions or zones listed above, capacity prices were higher than the overall RTO price of $50/MW-

day. Important to note: this auction was ~12 months before flow versus the normal term of 36 months, 

many units may have already locked in forward energy prices.

Sources: PJM ISO, PJM Inside Lines
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• The 2022/2023 Base Residual Auction (BRA) cleared 144,477 MW of unforced capacity in 

the RTO, at a total cost of $3.9 billion (or $4.4 billion less than in the previous auction, for 

the 2021/2022) after adjustments for changes in Fixed Resource Requirement (FRR) 

elections.

• Prices were significantly lower than in the previous auction. This auction produced a price 

of $50/MW-day for much of the PJM footprint, compared to $140/MW-day in the last 

auction in 2018. Some regions traded at a premium to the RTO price due to limitations on 

transmission.

• Prices in this year’s auction were significantly lower than prices in the previous auction for 

various reasons:

- A lower load forecast and reserve requirement, which lowers the amount of capacity 

PJM needs to procure

- A 19% drop in the net Cost of New Entry, or CONE, which is a reference figure used 

to estimate the cost of a new generator to be built and enter the market

- Overall lower offer prices from resources participating in the auction

• The greatest increase in cleared capacity came from renewables, nuclear and new natural 

gas generators, while coal-fired generation saw the largest decrease.

PJM 2022/2023 BRA Details

Customer Takeaway: Lower load requirements, robust generation supply and lower offer prices were 

drivers to the price decline coming out of the PJM capacity auction, which saw the RTO clear 64% lower 

than that of the 2021/2022 BRA three years ago.

Sources: PJM ISO, PJM Inside Lines
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ERCOT: Temperatures, Wind & Outages Drive Volatility

• The arrival of heat on June 13th raised demand and reduced wind speeds to late-July levels.

• In their call for conservation on June 14th, ERCOT noted 12 GW of forced outages with approximately 9 GW of 

thermal units out versus an average of 3.6 GW the past three summers. 

Customer Takeaway: As ERCOT continues to add renewable supply, the grid could be subject to tight 

reserve margins when wind conditions are low and forced outages of thermal generation leave little surplus 

available to meet strong cooling demand.
Source: Ercot
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Heat & Low Hydro Raise the CAISO Temperature

Sources: CAISO, CDWR, GJK
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Customer Takeaway: Mild spring conditions transitioned to summer over the course of one weekend, 

bringing all the traditional mid-summer concerns like resource adequacy, hydro conditions, wildfires and 

late-day imports to the forefront.

California Snow Water Content: North Stations



Gas & Power Pricing Trends



NYMEX: $3/MMBtu is the New Floor

Customer Takeaway: Prompt-month gas prices broke $3/MMBtu resistance, the highest prices 

since February, on strong exports, flat production and arrival of summer temperatures across the 

U.S.

Bitter cold 

temps snap 

and quickly 

disappear 

followed by 

production 

rebound

23
© 2021 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: Refinitiv

Daily Prompt Month NYMEX NGc1 2/17/2021 - 6/25/2021 (NYC)

Cndl, NGc1, Trade Price, 6/15/2021, 3.351, 3.369, 3.226, 3.229, -0.123, (-3.67%), SMA, NGc1, Trade Price(Last),  20, 6/15/2021, 3.060 Price
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Key Summer Strips Highlight Regional Risks
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Source: Constellation

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of 6/14/21



Forward Power Price Trends (6-Month History)

25
© 2021 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: Constellation

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of 6/15/21



Weekly Forward Power Price Update
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Source: Constellation

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of 6/14/21

w/w ∆ m/m ∆ w/w ∆ m/m ∆
NYISO NY Zone G 4.3% 7.4% 2.4% 4.3%

ISO-NE MassHub 6.0% 6.8% 3.8% 3.3%

PJM Mid-Atlantic West Hub 4.5% 9.9% 3.0% 7.2%

PJM Ohio ADHub 4.1% 9.8% 2.6% 7.2%

PJM Illinois NIHub 3.5% 9.9% 2.3% 6.7%

MISO Illinois IndyHub 3.6% 8.7% 2.6% 6.5%

MISO Michigan MichHub 3.6% 8.5% 2.5% 6.1%

ERCOT North 11.9% 23.5% 7.0% 14.5%

ERCOT South 11.7% 23.2% 6.9% 14.3%

CAISO SP15 2.8% 3.0% 1.9% 0.6%

CAISO NP15 2.5% 3.6% 1.6% 0.7%

Market
Cal-23, RTCCal-22, RTC

Hub



Please Submit Your Questions

Use panel box at right



Until Next Time …

Thank you for your participation.

Next Month: July 21st @ 2 PM ET
Block your calendars and schedule the 

vacation around this date. The Constellation 

team will be back for a midsummer look at 

how fundamentals are responding to the first 

half of the summer. Of course, we’ll also 

check in with the tomato farmers for an early 

look at the harvest!

Stay informed! 
Adjust your subscriptions to receive all of 

the latest market news by visiting 

www.Constellation.com/Subscribe

Register for Upcoming Events

The next Fortunato & Friends webcast, scheduled for Tuesday, June 29th at 2 PM ET, will be a 

conversation with James Murchie, CEO of Energy Income Partners. Register at 

www.constellation.com/fortunatoandfriends.

Questions or Comments: Contact the Commodities Management Group (CMG) team at: 

CMG@Constellation.com. Submit your tomato photos to cmg@constellation.com to be featured.

http://www.constellation.com/Subscribe
http://www.constellation.com/fortunatoandfriends
mailto:CMG@Constellation.com
mailto:cmg@constellation.com


Constellation Tomato Club: Report Out
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Source: Market Intel Webinar Green Thumbs

Brian, KY

Keith, MD



Constellation Tomato Club: Texas Represents!
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Source: Market Intel Webinar Green Thumbs

Michael, TX Arpita, TX



Appendix



NYMEX 12-Month Rolling Strip

Source: Constellation

32

Note: As of COB 6/7/21
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5-Yr Avg - $2.78

Current - $3.07

$1.75

$2.00

$2.25

$2.50

$2.75

$3.00

$3.25

$3.50

NYMEX 12-Month Rolling Strip Nov-Oct Trend

2018/2019 2019/2020 2020/2021 5Yr Avg



Wind Drops in MISO: Gas & Coal Backfill

Customer Takeaway: In the Mid-Continent, MISO (& SPP) sees wind declining around June 7th as heat arrives and 
load increases. Gas and coal backfill the decline in wind output, putting further upward demand on gas-fired 
generation.   
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Sources: EIA



Disclaimer 

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

NewEnergy-Gas Division, LLC (collectively, “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 this document 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, or soliciting or accepting orders for, swaps, options or futures, or any other 

activity which would cause us or any of our affiliates to be considered a commodity trading advisor or introducing broker 

under the Commodity Exchange Act. These materials are not intended as a recommendation of, or advice in connection 

with, a municipal financial product or an issuance of municipal securities. Constellation is not a municipal advisor (within 

the meaning of the Securities and Exchange Commission’s rules as to the Registration of Municipal Advisors), is not 

making any financial recommendations to you and is not providing any financial advice. Constellation is not your agent, 

advisor or fiduciary. Constellation has not assumed, and does not owe, a fiduciary duty to you (within the meaning of the 

Securities and Exchange Commission’s rules as to the Registration of Municipal Advisors, or otherwise) with respect to 

the information and material contained herein. You should discuss information of a financial nature with internal or 

external advisors and experts that you deem appropriate before taking any action related thereto. 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.


