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Agenda

• Weather: Dave goes off the deep end explaining why the La Niña weather 

pattern is the key data point to watch for weather this winter and how his 

team’s outlook differs from the rest of the market

• Economy: Ed explains why Inflation is looking less transitory than originally 

advertised and how energy prices participate

• Key Fundamentals: Keith describes why natural gas tanks are filling more 

than expected and easing supply concerns; also covers the near-term 

outlook for production and exports

• New England Power: Brandon links international drama surrounding LNG to 

power prices back home in New England this winter

• Purchasing Strategy Roundtable: Buy, Sell or Hold?

• Your Qs & our As

• Constellation Tomato Club: Next Club Meeting in November



Weather 



La Niña Moves In for this Winter

Region 3.4 -0.8 C
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Near Term Relief for the PNW

La Niña Correlation Winter Forecast Precipitation Next 7 Days

NOV - DEC JAN - MAR

Analog Years

Percent of Normal

Precipitation
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Key Risks for this Winter

Summary GWHDD

Forecasts DJF 2021-22

GWHDD Rank

Constellation 2575 26th

Analogs 2550 23rd

30 Year 2541 29th

10 Year 2476 19th

Last Year 2540 21st

Coldest (1978) 3072 71st

Warmest (2015) 2248 1st

Rankings are Warmest to Coldest

Since 1950 (71 Years) 

Winter Analog Years

Constellation DJF Fcast: 2550-2600 GWHDD

Stronger Blocking: Closer to 2700 GWHDD 

(Coldest Since Polar Vortex Winter)

Stronger La Niña: 2500 GWHDD

Market Forecasts: 2500-2550 GWHDD

Analog Years

2017-18 (35%)

2012-13 (25%)

2008-09 (25%)

1996-97 (15%)

New Normal Period

1991 – 2020

Highly Variable

Pattern Anticipated
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All Things Economic



Energy is Making Inflation Less Temporary

▪ The economy moved from 30% capacity last year to close to 100% this year; higher 

prices and product shortages have resulted 

▪ Inflation was originally advertised as a temporary “transitory” phenomenon

▪ Recent high energy prices assure an inflationary environment will stick around a lot 

longer

▪ When energy prices rise, disposable income shrinks, harming discretionary spending 

(which is 70% of US economic activity)

The Manheim used car 

index has hovered around 

100 since 1995 before 

exploding to over 220 

recently 

Crude prices have more 

than doubled over the last 

year and this product has 

had the most subdued 

price appreciation 

Nov Crude $82.84
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Key Fundamentals & Pricing



Natural Gas Storage

• Stocks are 3,369 Bcf and 501 Bcf below (-13%) year ago levels and 174 Bcf (5%) less than 

the 5-year average

• History shows us a widening deficit will drive prices higher (2014) while a surplus pushes 

prices lower (2016). In 2021 storage deficits have been mostly stable, yet prices climbed 

above $6 per MMBtu.

• EIA’s STEO predicts end of March storage at ~1,500 Bcf; near the bottom of the 5-year range

Customer Takeaway: Gas stocks went from somewhat concerning to only mildly concerning levels in October. 

Colder weather or production shortfalls may threaten expected March 2022 levels and force prices higher again.
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Natural Gas Production

Customer Takeaway: Production is on track to finish 2021 slightly above 2020 levels. Growth in production will 

become concentrated in the Permian Basin as pipelines elsewhere are nearing max capacity and new pipelines 

face strong opposition.

• EIA’s latest Short Term Energy Outlook (STEO) expects dry gas production to average 92.7 Bcf/day during 2H21 

and rise to 95.4 Bcf/day in 2022

• Beyond 2022, growth in production will shift from Appalachia (PA, OH, WV) back to Texas and Louisiana as limited 

additional pipeline capacity will throttle growth in the Appalachian region
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Gas Exports via Pipeline & Tanker

Customer Takeaway: International LNG demand has been roiled by concerns for European and Asian supply for 

this winter. U.S. export capacity is expected to flow near max capacity at ~12 Bcf/day.

• Exports to Mexico are expected to average 6.1 Bcf/day this year

• Sabine Pass Train #6 and Calcasieu Pass #1 (~0.7 Bcf/day each) are ahead of schedule for commissioning; 

total LNG export capacity may reach 12 Bcf/day before the end of year

• Currently there is 3.3 Bcf/day of capacity under construction with another 3.8 Bcf/day of capacity at existing 

facilities reportedly awaiting financial investment decision (FID). As many as ten new greenfield projects 

representing ~21 Bcf/day capacity are thought to be on the drawing board.
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Shortage Fears Drive Global LNG Prices
• Low European storage inventories (~78% full) –

filling as much as possible for winter

• Russian politics weigh on natural gas supply to 

Europe

• Elevated Asian fuel demand

• Sustainability impacts: 

• Record high carbon allowance prices

• Coal inventory shortages in China and India

LNG Stockpiles Held by Japanese Utilities
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New England Winter Prices

Customer Takeaway: Global LNG prices have 

sustained a year-long rally putting upward pressure 

on New England winter strips as the region’s gas 

prices must match spot international rates to 

incentivize deliveries. Therein lies the biggest risk to 

spot power prices this winter. 

• Logistics and forward price discrepancy 

may limit LNG’s ability to bail out the 

region during an extreme cold shot. 

• Arrangements for “on-demand” LNG 

cargoes typically can take 3-4 weeks of 

lead time. 
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Global Crude Prices Drive ISONE Power

Customer Takeaway: Strong crude prices will continue to support New England power forwards this winter as No. 

2 Fuel Oil may be more economic to dispatch during high natural gas demand days. Emission constraints and 

logistical obstacles (frozen instruments, start-up problems, delivery, etc.) may limit its ability to run on demand 

though. This adds another layer to index pricing risks this winter. 

• Brent crude has broken through $80/bbl, the highest prices 

seen since October 2018

• As worries of a natural gas shortage in Europe & Asia mount, 

heating oil gains momentum as an alternative

• Additionally, at a $/MMBtu equivalent of ~$16, No. 2 

Fuel Oil is more economic (but unfortunately not nearly 

as sustainable for the environment)

New England Oil-Fired Generation
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Region

Severe Cold 

(Historic)

Meaningful 

Cold Little or No Cold

Northeast 1 in 15 1 in 3 1 in 8
PJM / Mid 

Atlantic 1 in 20 1 in 5 1 in 5

Southeast 1 in 30 1 in 5 1 in 4

Chicago / 

Midwest 1 in 10 1 in 2 1 in 10

Texas 1 in 30 1 in 4 1 in 2

Southwest / 

California 1 in 30 1 in 5 3 in 5

Northwest 1 in 20 1 in 4 2 in 5



Pricing Trends



Discerning Fair Value for Natural Gas

Customer Takeaway: Price relief in the middle of 

the 10-year forward curve offsets elevated front-

year prices. The current 2022-’27 forward average 

is equal to the inflation-adjusted 10-year average 

for prompt-month Henry Hub natural gas.  

• Prompt month prices have retraced 

from their high of $6.40/MMBtu due 

to mild Fall temps and strong storage 

injections

• Prices are still prone to sharp swings
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Winter Gas Basis 2022 & 2023

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of COB 10/19/21
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Forward Power Price Trends

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of COB 10/19/21

24
© 2021 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.

Source: Constellation



Purchasing Strategy



Purchasing Strategy: Buy, Sell or Hold? 

Buying Period Our Rationale

Within the Next Month

▪ Mild balance of the month weather forecasts suggest the U.S. may hold off until at 

least November before seeing a large increase in HDDs

▪ Steady production and a lack of heating demand may allow injections to continue, 

further reducing storage deficits and building confidence in EOS storage levels

▪ Our call: Buy into the weakness

Before the End of the 

Year

▪ Temperature outcomes will determine whether volatility returns with a vengeance, 

perhaps more than once

▪ A sharply colder forecast early in the heating season can tip thinking back towards 

lack of supply later in the season

▪ Our call: Pick your spots; buy before risk is back on

By the End of Q1 ‘22

▪ For maximum upside price potential to be realized, cold winter weather is required

▪ Sabine Pass 6 and Calcasieu Pass 1 likely to increase LNG feedgas demand

▪ Will a seasonal coronavirus resurgence and partial return to lockdowns cut demand?

▪ Our call: Hold but keep your finger on the trigger. If winter temps fail to deliver this 

should cause a slow de-risking of supply shortfall concerns as storage deficits shrink 

and the market gradually looks past winter.

Customer Takeaway: Have a different time period you would like our take on? Submit it as a question now or 

send it in for next month.
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Please Submit Your Questions

Use panel box at right



Until Next Time …

Thank you for your participation.

Next Webinar: Nov 17th @ 2 PM ET
Save the Date. Your favorite fundamentals 

team will be back in action to review the 

latest winter forecast, reassess how to 

position your business for the imminent 

heating season and next year, plus provide 

a wrap up on the tomato growing season.

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, Nov 2nd at 2 PM ET, will be 

a conversation with Erin M. Blanton, Senior Research Scholar at the Center on Global 

Energy Policy at Columbia University’s School of International and Public Affairs discussing 

all things natural gas: LNG, supply & demand, pricing, renewables and more. Register at 

www.constellation.com/fortunatoandfriends.

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

CMG@Constellation.com. Submit your Tomato Club 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


Appendix



U.S. Shale Plays
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U.S. LNG Facilities: Approved but No FID

https://cms.ferc.gov/media/north-american-lng-export-terminals-

existing-approved-not-yet-built-and-proposed-1
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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.


