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Agenda

• Weather: La Niña, a strong jet stream, no blocking yet…but it's 

cold in Canada. What does this imply for January?

• All Things Economic: Ed reads the tea leaves on interest rates 

and inflation

• Key Fundamentals:

– Brian recaps storage, production, rig counts, LNG exports 

and power burns

– Keith explains why MISO wants coal in its stocking this 

Christmas & the latest market changes in ERCOT

• Your Qs & our As

• Constellation Tomato Club: The Season is a Wrap!



Weather 

December 15, 2021



Cold Builds in Canada, eh.
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Actuals from December 1st to the 13th / Forecast for the Remainder of the Month
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Sources: NOAA, Maxar, Weather Underground

Customer Takeaway: Wide swaths of Canada have turned colder in December as artic air has arrived and is 

expected to build for the rest of the month. If blocking appears over Greenland, the jet streams fast moving 

pattern could force this artic air to drop south of the border dramatically altering L48 temperatures.
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La Niña v. Blocking
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La Niña Correlation Winter Blocking Correlation Positive Arctic Oscillation

• A La Niña pattern remaining in place for the 

remainder of winter would suggest a highly variable 

pattern; leaning mild across the South and East 

with a colder and stormy West.

• Blocking would allow the jet stream to buckle 

southward, transporting much colder air into the 

U.S., especially the Midwest and Northeast. 
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Sources: NOAA, NWS, Commodity Weather Group



January & February Outlook
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• We expect some blocking to develop in January to battle the ongoing La Niña pattern now in place. The 

result would be periodic cold air coming out of western Canada across the northern tier of the US into 

the Midwest, Northeast and Mid-Atlantic. There may be a period or two of severe cold in these areas, 

especially New England. The South should escape any long-lasting cold events.

• An absence of blocking in January would mean a warmer East and South and a colder, stormier West 

for January.

• In February, a more La Niña like pattern should return, with much of the nation warming back up, 

especially the East and South. If blocking does develop, colder affects could linger in the Northern and 

Eastern U.S. 
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Source: Constellation Deep Weather Lab



All Things Economic



The Yield Curve Tightens
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Source: FRED

Customer Takeaway: Higher prices (CPI up +6.8% in November), will likely force the Fed’s hand to end asset 

purchases and begin raising interest rates. They will raise rates in the short-term v. long-term, thus “tightening” 

the yield curve or the spread at which banks lend. An inverted yield curve would be a signal for a possible 

recession.
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Key Fundamentals



What Changed Over the Last 90 Days

Sources: Nymex, EIA, S&P Platts, Baker Hughes
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September ‘21 Webinar Today (12/15/21)

Weather

Summer 2021 registers as sixth hottest 

since 1950. Heat backing off in the west, 

but still very hot. Mostly above normal in 

the eastern half of the country in the 14-

day outlook.

December continues trending 

exceptionally warm with some very brief 

“normal” temperatures followed by 

periods of “much above normal.”  

December will go down among the Top 3 

warmest since 1950.

Storage

2,923 Bcf inventory and -7.4% below 5YA 

– forecasts suggesting ~3.6 Tcf for end-of-

season inventory --- some forecasts slightly 

lower.

3,505 Bcf inventory and -3% below 5YA 

– forecasts holding for ~1.6 Tcf of gas in 

storage at the end of winter.

Production 90.9 Bcf/day 94.2 Bcf/day

Rig Count 101 gas-directed rigs 102 gas-directed rigs

Crude Oil $70.60/bbl $70.00/bbl

Exports
LNG: 10.8 Bcf/day – month to date

Mexico: 6.3 Bcf/day – month to date

LNG: 12.1 Bcf/day – month to date

Mexico: 5.7 Bcf/day  -- month to date

Pricing Action

Henry Hub cash -- $5.23/MMBtu

Prompt month -- $5.21

‘22 strip -- $4.24

‘23 strip -- $3.34

‘24 strip -- $2.98

HH cash -- $3.96/MMBtu

Prompt gas -- $3.75

‘22 strip -- $3.74

‘23 strip -- $3.37

‘24 strip -- $3.17



Natural Gas Storage

• At last report, natural gas inventories are 3,505 Bcf following a late start to the withdrawal season as warm 

temperatures delayed the need to drawdown stockpiles

• Deficit to last year is -9.2% while current stocks trail the 5-year average by -2.5%

• EIA’s latest Short-Term Energy Outlook is forecasting end of season (March) stocks to finish at 1,659 Bcf. 

Customer Takeaway: The deficit to the 5-year average was -5.1% on 10/1 and is currently -2.4%, while the y-o-y 

deficit narrowed from -13.9% to -9.5%. Temperatures have increased by 10o F nationally since the end of 

November with ResCom heating demand off as much as 11 Bcf/day. A slow start to the heating season has 

added a significant layer of assurance to inventories.
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Source: EIA
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Natural Gas Production

Customer Takeaway: Natural gas production is nearing Nov 2019 levels, but E&P firms continued to profess 

measured capital spending in 2022 in their latest earnings calls. The return to the field has come at a faster 

pace for oil, but the recent Omicron-sparked selloff from $82 to $65/bbl may fade current investment rates if it 

sustains.

• Production gains since last December total about 4 Bcf/day, roughly matching levels seen in 2019

• Year to date production gains have not matched the pre-Covid 2019 pace despite a much higher price 

environment

• Crude oil rigs are 471 v. 258 last year & Natural gas rigs are 105 v. 79 last year

• The Permian Basin continues to be the standout for E&P firms, showing current rigs at 286, up from 262 

on Oct 1st and 163 rigs in Dec 2020

© 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 
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Sources: EIA, Baker Hughes
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Customer Takeaway: LNG exports have been the primary agent in rebalancing the natural gas supply/demand 

balance in 2021. Natural gas burns for generation are outpacing year ago levels and could provide an upside 

surprise if temperatures turn colder. 

• Exports volumes up 40% over the last year

• Liquefaction capacity to increase 17% in 2022

• 3rd Wave Projects: What makes it to FID?

© 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 
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Source: EIA
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LNG Exports & Gas Burns



MISO: Coal Stocks Fall Short

Customer Takeaway: Despite retirements, coal generation still represents a significant portion of the MISO 

generation stack. Days of burn onsite inventories are at the tightest levels since 1978. A sustained cold scenario 

could force coal generators to back down and provide a surprise boost to gas demand in the Midwest & Mid-

Atlantic states.

• Nearly 18 GW has high concern for contract fulfillment due to supply chain issues

• MISO is requiring weekly updates on fuel availability

• Similarly, PJM is monitoring stockpiles for coal generation and can direct them to halt operations if onsite 

inventories fall below 10 days of burn

• Five companies also noted issues with delivery of needed emission control equipment

MISO Coal Gen Risk Assessment for Winter 2021/’22

• MISO surveyed 22 companies, which account 

for 43 GW out of 53 GW of coal capacity

• Last week, MISO’s Reliability Subcommittee 

reported that 25% of coal generation (blue 

circle) is at high or medium/low risk of 

experiencing fuel supply issues this winter. 

© 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 
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Sources: EIA, MISO, WoodMac
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Sources: EIA, MISO, WoodMac
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ERCOT: ORDC & LSE Capacity Obligation

ORDC Redesign: Public Utilities Commission votes tomorrow (12/16) on the following:

• Reduce price cap from $9,000 to $5,000/MWh but offset with higher adder

• Minimum Contingency Level (MCL): Raised from 2.3 GW to 3 GW; this sets the level 

when the ORDC kicks in

• When 30-minute available reserves decline below 6 GW, the market sends pricing 

signals for additional capacity intending to provide more notice to resources

Current ORDC Cap: $9,000/MWh

New ORDC Cap:(Illustrative) 

$5,000/MWh (Jan ’22)
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Sources: PUCT, The Brattle Group

Framework for LSE Obligation for 

Reliability:

• The PUCT appears to have consensus 

to “create an LSE obligation” to 

address reliability.  

• Intermittent v. Dispatchable 

resources do not contribute 

equally to reliability

• Dispatchable generation is 

limited to ~72 GW currently

• PUCT to vote on “framework” 

going forward at tomorrow’s 

meeting with more to come in 

2022
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Pricing Trends
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NYMEX Natural Gas

Customer Takeaway: Prompt month and Cal22 prices retraced from the highest prices in years on the back of 

warm temperatures. Deferred years 2023–25 may represent value even though the price path has held steady.

Cal'22 Cal'23 Cal'24 Cal'25

Current $3.76 $3.40 $3.17 $3.04

3 Yr Avg $2.77 $2.69 $2.70 $2.74

vs. Avg 36% 27% 17% 11%
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Source: Refinitiv
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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 12/14/21
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Source: Constellation
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NYMEX Options: Upside Risk Priced Out of Market? 

Customer Takeaway:  Despite NYMEX prompt month finding support at $3.70-$3.90/MMBtu recently, the 

market has shifted from even modestly higher upside protection suggesting consensus on direction is lower.
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Source: CQG
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February 2022 Natural Gas Daily Call, $4.50 Strike

While the price for the underlying 

has dropped as the weather 

remains warm, upside call options 

have declined even faster in value



Upside/Downside
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Source: Constellation Prognosticators
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Risk On: 

Prices Move 

Higher

▪ Blocking develops and forces artic air over the Midwest and Northeast

▪ LNG exports continue to tick higher as int’nl demand fails to relent and 

new projects come online

▪ Coal generation falls apart as inventories run short and parts to keep 

scrubbers humming get delayed in transit

▪ Gas storage starts to drain at a rapid pace

▪ Producers continue to exercise financial discipline and add rigs at a 

measured pace

▪ The economy and inflation continue to outpace as stimulus dollars act 

like adrenaline on consumer demand, supporting energy demand

▪ Memories of the Texas Winter Storm

Scenario Fundamental Drivers

Risk Off: 

Prices Move 

Lower

▪ Above normal temperatures stick around through January, winter 

expectations fall apart; ski season out West is one for the record books

▪ Nord Stream 2 begins to flow and siphons demand from LNG terminals, 

slowing the pace of exports

▪ A nuclear deal is reached with Iran, lifting sanctions and returning their 

barrels to market, alleviating tightness in global oil supply

▪ End of season gas storage forecasts tick higher towards 1.9 Tcf

▪ The Fed raises rates slowing the economy and fading demand for energy



Please Submit Your Questions

Use panel box at right



Constellation Tomato Club: Season Wrap

Source: Market Intel Webinar Green Thumbs

Keith, Baltimore (Nov 5th)
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Arpita, Houston (Dec 12th) variety: Juicy Ball, Juliet  

Paige, California

Brian H.

the 

“Tomato 

King”

Rivi, Chicago … First Crop



Until Next Time …

Thank you for your participation.

Next Webinar: Jan 19th @ 2 PM EST
Save the Date. Your favorite fundamentals 

team will be back in action to review 

what’s happened with winter weather, 

banter about economics, gas and power, 

and help think about how to position your 

business for the remainder of the heating 

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, Jan 11th at 2 PM EST, will be a 

conversation with Eswar Prasad, Tolani Senior Professor of Trade Policy and Professor of 

Economics at Cornell University, discussing The Future of Money. Register at 

www.constellation.com/fortunatoandfriends.

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

CMG@Constellation.com.
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Appendix



Winter Strips vs. Calendar Strips (6-Month History)

Note: These energy-only power prices are an indicative, non-transactable snapshot of the wholesale market as of 12/14/21
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Source: Constellation
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Weekly Forward Power Price Update

w/w ∆ m/m ∆ w/w ∆ m/m ∆
NYISO NY Zone G -9.0% -9.6% -1.3% -3.5%

ISO-NE MassHub -6.3% -7.6% -0.9% -2.1%

PJM Mid-Atlantic West Hub -8.1% -11.2% -2.0% -3.3%

PJM Ohio ADHub -7.2% -9.7% -1.5% -2.2%

PJM Illinois NIHub -6.9% -11.5% -1.6% -3.3%

MISO Illinois IndyHub -5.6% -7.2% 0.0% -0.8%

MISO Michigan MichHub -5.7% -7.7% 0.0% -0.8%

ERCOT North -7.2% -13.8% -4.6% -3.5%

ERCOT South -7.7% -14.4% -4.7% -3.7%

CAISO SP15 -1.8% -5.8% -0.4% 4.5%

CAISO NP15 -2.6% -5.9% -0.0% 3.8%

Market
Cal-23, RTCCal-22, RTC

Hub
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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.


