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SUPPLY/DEMAND

LNG Recap: Lack of Export Demand has 
U.S. Storage on Track to Fill by Fall

Feed gas deliveries to U.S. LNG terminals hit a new low last 
week as global prices are still weighed down by a supply glut and 
demand for American exports remains subdued given high storage 
inventories in Asia and Europe.

Genscape Inc. noted that feed gas volumes fell to 2.8 Bcf on 
Thursday, while NGI’s export tracker showed them at 2.9 Bcf. That’s 
about 1 Bcf/d less than June’s average. Feed gas had bounced back 
slightly on Friday to more than 3 Bcf/d.

European storage inventories were at about 82% of capacity 
as the week came to a close and are expected to fill by the end of 
injection season. Inventories are also high in Asia, which has kept 
prices depressed and spot activity subdued.

Meanwhile, a new dynamic is shaping up in the United States 
as the lack of export demand could find storage full by the fall. The 
Energy Information Administration forecast this month that working 
gas in storage could reach more than 4 Tcf at the end of October, the 
highest monthly total on record and only 5% below EIA’s estimate 
of demonstrated peak capacity, ClearView Energy Partners LLC 
recently noted. While the glut is weighing on near-term gas balances, 
it’s also pushing down U.S. prices to levels not seen in years.

Bloomberg New Energy Finance (BNEF) estimated that low 
European prices in particular could cut 19 billion cubic meters 
(Bcm) of U.S. LNG exports between the second and third quar-
ters, or roughly 45% of U.S. export capacity. EIA said in its latest 
Short-Term Energy Outlook that 110 U.S. cargoes were canceled 
for June-August lifting. Meanwhile, BNEF says up to 140 cargoes 
could be canceled in the third quarter.

U.S. LNG remains uneconomic as it would cost more to 
move it to key markets in Asia and Europe in the coming months. 
NGI calculations show the Gulf Coast to Asia arbitrage spread 
in negative territory until September, while the spread between 
the United States and Europe is negative until October. It would 
cost even more to move LNG overseas for those that don’t have 
vessels chartered.

European gas prices declined across the curve in Friday trading 
as well. While maintenance on the Nord Stream pipeline could tighten 
the prompt month, higher Russian flows from other routes combined 
with increasing Norwegian flows to Europe are keeping pressure on 
prices there, said Schneider Electric analyst Balint Balazs in a note to 

...cont' pg. 4

EIA Says Henry Hub Natural Gas Averaged $1.81/MMBtu January-June 7

Daily Rundown
• Feed gas deliveries to U.S. LNG terminals hit a  

new low
• Natgas storage inventories high internationally
• Henry Hub prices tracking nearly $1 below  

year-ago levels

clients on Friday. While the lack of LNG imports, particularly from 
the U.S., has helped to balance the European market in recent weeks, 
Balazs noted that European LNG imports have picked up this month, 
with 62 cargoes arriving during the first 10 days of July.

The loose market still has floating LNG storage levels elevated 
worldwide. According to ClipperData, there were 23 vessels floating with 
LNG aboard on Friday, down only slightly from 25 earlier in the week.

BNEF said floating storage is likely to increase in the com-
ing months, especially in certain markets. Given a 
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steep contango in North Asian prices, traders are likely to delay 
unloading in September and October, when they can make about 
3 cents/MMBtu if they wait longer, said BNEF analysts Verena 
Viskovic and Anna Borisova.

“Price-driven floating storage in September may help de-
fer 2.7 Bcm of LNG supply from” the third to fourth quarter, 
the analysts said.  “This is the same volume of floating storage 
identified during the shoulder season last year when 
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the profitability of such operations was similar.”
In other news last week, the Federal Energy Regulatory 

Commission cleared Kinder Morgan Inc. to introduce mixed 
refrigerant to unit 9 at the Elba Island LNG export facility in 
Georgia. Four of the facility’s six movable modular liquefaction 
units have yet to enter service, but the company has said it plans 
to bring them all online by the end of the summer. Elba’s first 
export cargo left late last year. n
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PRICES

EIA Says Henry Hub Natural Gas Averaged 
$1.81/MMBtu January-June

U.S. natural gas benchmark Henry Hub prices tracked nearly $1 
below year-ago levels in the first half of the year, averaging only $1.81/
MMBtu, according to the Energy Information Administration (EIA).

This included a record low of $1.61 in June and sub-$2 gas in 
each month from February through June. Before 2020, 
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the Henry Hub price averaged less than $2 in only one month -- March 
2016. The daily Henry Hub price reached its lowest level in more than 
20 years on June 16, settling at $1.38, NGI data show.

“Prices started the year low because of mild winter weather, which 
resulted in less natural gas demand for space heating,” said the EIA.

Working U.S. natural gas stocks entered the heating season 
at 3,575 Bcf, nearly the same as the average over the previous five 

years, according to the agency. From there, tepid 
demand left inventories at a robust 2,008 Bcf at the 
end of March, which was 19% more than the previ-
ous five-year average and the most working natural 
gas in storage since the 2016-17 winter. In fact, net 
withdrawals totaled only 1,718 Bcf during the heating 
season, according to the EIA, the least in four winters.

“Beginning in March, spring weather and the 
economic slowdown induced by mitigation efforts for 
the coronavirus disease 2019 (Covid-19) contributed 
to lower demand, further lowering prices,” EIA said.

High U.S. storage levels and lower prices also 
have been the result of a decline in liquefied natural gas 
(LNG) exports, according to the agency. U.S. LNG ex-
port demand has fallen by half from January-June, from 
9.8 Bcf/d in late March to less than 4.0 Bcf/d in June. 
Nevertheless, U.S. LNG exports, which averaged an 
estimated 5.0 Bcf/d in 2019, are expected by the EIA to 
increase to 5.4 Bcf/d this year and 7.3 Bcf/d next year.

U.S. industrial demand, meanwhile, is down by 0.6 Bcf/d, or 
2.7%, compared with the year-ago period, EIA said.

Natural gas prices are expected by the agency to stay low in 
the coming months before eventually increasing by the end of 2020.

By the fall, EIA expects low prices to lead to further declines 
in natural gas production as a result of lags between natural gas 
price changes and adjustments to production levels. 
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The agency projects U.S. dry natural gas production to decrease by 
3% to average 89.2 Bcf/d in 2020, down from 92.2 Bcf/d in 2019.

EIA expects natural gas spot prices to rise by 4Q2020 as pro-
duction falls and the winter heating season begins. In its July 2020 
Short-Term Energy Outlook (STEO), EIA forecasts the Henry Hub 
natural gas spot price for 2H2020 will average $2.05.

Enverus also said lower production would spur prices later this 
year, with the firm forecasting that Henry Hub would average $3.90 
for the winter 2020-21. A Morgan Stanley research team led by Equity 
Analysts & Commodities Strategist Devin McDermott sees Henry 
Hub prices averaging $1.94 for 2020 and $2.65 in 2021. The team 
maintains their long-term assumption of $2.75 Henry Hub.

The low price of natural gas is expected by the EIA to encourage 
more natural gas consumption in the electric power sector in 2020, 
which already is tracking 7% higher in the first half of 2020 compared 
with last year. Consumption in all other sectors is projected to decline, 
with overall 2020 natural gas consumption set to fall by 3 Bcf/d year/
year, according to EIA. n
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