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• Weather: Dave tells us if May heat is a precursor of 
temperatures to come and what to pack for your summer 
vacation to Europe

• All Things Economic: Jerome Powell causes Ed to spend more

• Key Fundamentals: Lisa reviews developments in the E&P 
sector and why natural gas storage is capturing attention

• LNG: Brian explains how the war in Ukraine is driving fast 
decisions for new terminals

• Purchasing Strategies: Back by popular demand, another take 
on whether to Buy, Sell or Hold

• Your Qs & Our As

• The First Meeting of the 2022 Tomato Club!
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Sources: NOAA / USDA / CPC / NCEP

• Pockets of drier than normal ground (bottom right) are 
developing in the Midwest, Mid Atlantic and portions of 
New England. Although a drought is unlikely in the East 
this summer, short-term dryness may enhance heat spikes 
during the cooling season. 

• The Northern Plains and Ohio Valley remain at or wetter 
than normal, with low drought concerns for the summer. 

• Drought expanded from the Southwest into Texas in 
recent weeks (top left) and may expand into the Plains 
and lower Midwest. Significant drought will persist in 
much of the western half of the nation through 
summer, except for the Pacific Northwest. 

• Northwest run-off will be more gradual over the next 
several weeks as a combination of near normal winter 
snowpack and a mild start to spring and early summer 
will keep freezing levels below normal. 
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Sources: Storm Vista / MAXAR Technologies / NOAA



© 2022 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 Constellation Energy Company. Brand names and product names are trademarks or service marks of their respective holders. 
All rights reserved. Errors and omissions excepted.

7

Sources: NOAA / Constellation

• The combination of La Niña correlating to favorable atmospheric 
conditions (low shear, upward motion) and warmer than normal water 
temperatures should lead to another active tropical season in the Atlantic 
and Gulf. 

• Analog years suggest the highest risk is in the Southeast including Florida 
and the Eastern Gulf of Mexico, followed by the Mid Atlantic and 
Northeast, with less impacts likely in the Western Gulf of Mexico (Texas). 
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Sources: MAXAR Technologies / Storm Vista / ECMWF

• Above to much above normal temperatures have been common so far in May for the Western part of the 
Continent in Europe. Warmth has been particularly consistent in France, Spain and around the Mediterranean 
Sea (top left). 

• The next couple of weeks are forecast to stay warm (European weekly forecast, top right) in Spain and France, 
which will lead to enhanced cooling demand heading into summer. The U.K. should average closer to normal, 
though recent water temperatures suggest it could be warmer. Italy should have well above normal 
temperatures as well. 





May 2021
Price $450,000
30-year fixed rate 2.75% 
Monthly payment $1,837.09 

May 2022
Price $450,000
30-year fixed rate 5.5% 
Monthly payment $2,555
@ 7.0% $2,904

May 2021
Price $50,000
5-year fixed rate 0.99% 
Monthly payment $853

May 2022
Price $50,000
5-year fixed rate 3.99% 
Monthly payment $921

Source: The Federal Reserve Bank
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Sources: EIA, Baker Hughes

• April gas production averaged 94.6 Bcf/d, up ~1.4 Bcf/d over last year, volumes so far in May have improved slightly.

• The EIA’s latest outlook indicates they see production reaching close to 100 Bcf/d by year end, while other industry 
analysts see production ending the year closer to 96.6 Bcf/d, about 2.5 Bcf/d higher than where it started.

• Basins likely to see the bulk of growth are the Permian (Texas) and Haynesville (Louisiana) due to favorable production 
economics, proximity to Henry Hub and available pipeline capacity.

The pandemic ended the E&P growth stock era and producers instituted a 
strategic change in focus, repositioning themselves as yield vehicles by drastically slashing CapEx and 
prioritizing free cashflow generation to pay down debt and boost shareholder returns.
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Sources: EIA, Constellation

This brings all the pieces together; production growth along with weather 
driven demand, Industrial needs & export consistency will all factor into our ability to stockpile gas 
for next winter. Trending below the five year average this summer will support prices.

Where do we End the Season?

• EIA’s latest estimate pegs end of 
October storage near 3.4 Tcf.

• Since production has under-
performed the EIA’s estimates 
so far this year, we modeled a 
scenario where production 
grows to 98 Bcf/d at year end 
rather than 99.7 Bcf/d seen on 
the prior slide.

• Using reasonable demand 
numbers for LNG, Power 
Generation, Industrial demand, 
etc., it suggests storage may 
significantly undershoot the 5-
year average, ending October 
closer to 3.1 Tcf.
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Driven by a need to replace Russian gas internationally, buyers have fueled 
optimism among the backers of a dozen proposed export projects as final investment decisions on 
projects have been scarce since 2019.

Sources: ICIS, SeekingAlpha, Constellation
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Driven by a need to replace Russian gas internationally, buyers have fueled 
optimism among the backers of a dozen proposed export projects as final investment decisions on 
projects have been scarce since 2019.
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Source: Refinitiv

BarOHLC, NAT GAS JUN22, Trade Price

5/18/2022, 8.318, 8.389, 8.160, 8.223

Line, NGCal23, Default(Last)

5/18/2022, 5.638

Line, NGCal24, Default(Last)

5/18/2022, 4.378

Line, NGCal25, Default(Last)

5/17/2022, 4.168

Line, NGCal26, Default(Last)

5/17/2022, 4.084

Line, NGCal27, Default(Last)

5/17/2022, 4.251
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The more than 3x difference in probability of outcome for equally out-of-
the-money options in January suggests the market sees higher prices ahead. Factors playing into this 
include weather uncertainty, sluggish supply growth and gas storage deficits.

• Looking at current option prices for January 2023, blue bars are calls, orange 
are puts.

• The assumption is that at-the-money options have a 50% chance of occurrence, 
that is the highest probability. All other strikes are driven off 50%.
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Sources: ICE, Constellation
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Summer Power Market Risks

Texas

• High Temps & Tropical Threats

• Record load

• Deferred outages

California

• Scorched Earth

• 1700 MW deficit? 5000 MW?

• Gas Pipeline & import challenges

Rest of Country

• High Temps

• Diminishing ability to swap coal for gas

• Limited room for error

California and Texas remain at the top of the list for resource constraints 
and upside price risks. While MISO & PJM insist they have sufficient capacity to meet peak demand, 
index prices are already settling much higher month over month driven by elevated gas prices.



Buying Period Our Rationale

Summer

▪ The Russia/Ukraine situation is loaded with bullish price catalysts

▪ Forecast consensus for above-normal temperatures & above average tropical activity

▪ Persistent gas storage deficits and slow-moving production gains are keeping a floor 

under prices. Underperformance this summer will increase bullish momentum.

▪ Our call: Think in terms of thirds for layering. Take advantage of the recent pullback 

and buy a third now. Execute on the remaining thirds over the next six weeks.

Q4

▪ An economic slow down (recession?) seems to be in the cards

▪ Monitor gas production numbers and the storage deficit closely – above average  

builds in storage will be a significant bearish factor 

▪ Expectations for LNG exports to be redlined are baked in, tropical activity can disrupt 

these flow and strand gas domestically

▪ Our call: Have a base position in place, be prepared to add to it opportunistically

Winter, Cal 23 & 

Beyond

▪ Get in front of the expectation phase for winter especially if this summer out-

performs for heat and a sizable storage deficit remains

▪ Are Russian gas flows into Europe curtailed? This keeps LNG exports redlined.

▪ Our call: Consider blending existing positions with new purchases to “buy down” 

future costs or extend your purchasing time horizon to take advantage of prices 

further out on the curve. Work slowly in layers from a base position.

Customer Takeaway: Thoughts for energy managers: Don’t make decisions in a vacuum. Have a 

purchasing strategy plan in writing. Be unemotional about executing it. Overcommunicate status 

updates to your energy team.
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Next Webinar: June 15th @ 2 PM ET
Save the Date. Your favorite fundamentals 
team will be back in action to review any 
changes to summer forecast, banter about 
economics, Ukraine, gas & power, as well as 
continue the discussion about how to 
position your business for 2022 & beyond.

Stay informed! 
Adjust your subscriptions to receive all of the 
latest market news by visiting: 
www.Constellation.com/Subscribe

Register for Upcoming Events

Our next episode of our Fortunato & Friends webcast is scheduled for Tuesday, June 
7th at 2 PM ET featuring Jeffrey Hirsch, CEO of Hirsch Holdings and a discussion on 
Equity Markets. Register at: https://events.constellation.com/fortunato-and-friends

Questions or Comments: Contact the Commodities Management Group (CMG) team 
at: CMG@Constellation.com.

http://www.constellation.com/Subscribe
https://events.constellation.com/fortunato-and-friends
mailto:CMG@Constellation.com


Source: Constellation Green Thumbs

First Roma batch (plus Basil) of the 
2022 season in sunny Parrish, FL Brian’s garden takes root



Source: Constellation Green Thumbs

Keith P. checking in with Big 
Boy, Rutgers and San 
Marzano plants
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Source: Constellation

• Dark clouds over Eastern Europe will 
support global energy prices for the 
foreseeable future

• Listen to Dave, lingering cold followed 
by months of above-normal temps & 
DSW drought will keep energy demand 
running hot

• Sluggish E&P growth and infrastructure 
constraints (pipeline capacity) will 
strain the supply side

• The storage deficit proves to be 
persistent & EOS projections remain 
weak

• A new wave of LNG terminals reach FID

• Skyrocketing energy costs, rising 
interest rates & inflation cause a US 
recession … maybe even a global one

• Covid lockdowns in China continue to 
restrict their economy and energy 
demand

• Damn the torpedoes, the E&P sector 
throws caution to the wind and starts 
scorching credit cards. Pipelines 
magically get built.

• Dave’s off his rocker; it will be a 
comfortably uneventful & (in the 
west) a very wet summer
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Source: Range Resources

Production growth over 100-105 Bcf/day could be limited by existing pipeline capacity.  
Higher oil prices will drive “associated” gas output but supply from “dry” gas basins will still be needed to meet 
demand.  

• With global LNG prices above the price of oil on a $/MMBtu, U.S. industrial demand could benefit

• LNG export demand will expand from 14 to +20 Bcf/day and power gen will replace retiring coal 
and intermittent renewable demand.  Total demand could grow ~19 Bcf/d between 2022 – 2026. 
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Source: Nymex
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Source: Nymex

NYMEX Cal'23 Cal'24 Cal'25 Cal'26

Current $5.47 $4.30 $4.12 $4.20

3 Yr Avg $2.84 $2.76 $2.78 $2.81

vs. Avg 93% 56% 49% 49%

vs. High -6% -3% -1% 0%

vs. Low 133% 83% 74% 78%
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Source: Constellation Prices as of COB 5/16/2022
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Source: Constellation Prices as of COB 5/17/2022
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Source: Constellation Prices as of COB 5/17/2022

w/w ∆ m/m ∆ w/w ∆ m/m ∆
NYISO NY Zone G 1.5% -5.0% 1.3% -5.0%

ISO-NE MassHub 2.4% -10.5% 0.6% -10.5%

PJM Mid-Atlantic West Hub -1.1% -11.4% -2.9% -11.4%

PJM Ohio ADHub -0.7% -8.4% -2.0% -8.4%

PJM Illinois NIHub -0.1% -12.7% -2.7% -12.7%

MISO Illinois IndyHub 0.4% -8.5% -1.6% -8.5%

MISO Michigan MichHub 0.4% -8.7% -1.6% -8.7%

ERCOT North 7.0% 6.7% 5.3% 6.7%

ERCOT South 2.8% 7.4% 5.9% 7.4%

CAISO SP15 3.9% 2.5% 2.3% 2.5%

CAISO NP15 3.7% 2.6% 2.6% 2.6%

Market
Cal-24, RTCCal-23, RTC

Hub



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.


