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WHAT WE DO 
Detailed Natural Gas and Crude Oil Production Forecasts 

Up to 2 year projection by month 

30+ regional forecasts in Lower 48 

Regional forecasts in Canada 

Drilling Rig Activity Forecasts 

Multiple basins, up to 2 years 

Account for lags associated  

with deferred completions &   

infrastructure bottlenecks 

Provide frequent óQuick  

Updatesô on gas production forecasts 

Apply weekly forward gas price changes and reported rig  

counts to give óquick updatesô on Lower 48 gas production forecasts 

Utilize E&P news releases, monthly investor  

presentations, quarterly regulatory filings, and extensive  

personal networks to update model parameters 



Natural Gas Price Drivers 

Å Lower-48 Production Growth (onshore versus offshore) 
Å Declining Net Imports (Cause or Effect?) 
Å Demand Components: 
Å Weather 
Å Gas for Power Generation (Coal to Gas Switching) 
Å Petrochemical strength and chemical rebirth 

Å Regulatory: supply, demand, and infrastructure 
Å EXCESS GAS STORAGE CAPACITY AND INVENTORY 
Å Financial markets (money flows: commodities; capital 

access for E&P activity)  



Production Growth: Abundant but Hard to Predict 

4 Source: Energy Information Agency 

May 2011 

Initial May 2011 L-48 forecast  was  6.3 Bcfd off; an 11% error or 2.3 Tcf/yr 



Range of Production Potential 
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Shrinking Net Imports (Bcfd) 

6 Source: Energy Information Agency 



Weather has been Extraordinary 

Winters 2009-2011 
ÅFirst back to back colder 

than normal winter since 
ŜŀǊƭȅ мффлΩǎΤ ŎƻƭŘŜǎǘ ǎƛƴŎŜ 
ŜŀǊƭȅ мфулΩǎ 

ÅWinter 2009-2010 
ïCold in middle; mild NE USA 
ï2.2 TCF withdrawal 

ÅWinter 2010-2011 
ïCold everywhere except MTN 

with multiple snow storms 
ï2.3 TCF withdrawal 

Summer 2010 & 2011 

ÅTwo of the hottest peak 
summer periods since the 
Řǳǎǘ ōƻǿƭ Řŀȅǎ ƻŦ мфолΩǎ 

ÅSummer 2010 
ï22% warmer than normal 

ÅSummer 2011 
ï24% warmer than normal and 

3% warmer than 2010 

ïо ƻŦ п ƴƻǊǘƘŜǊƴ ǇƻǿŜǊ L{hΩǎ 
set new peak records  
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Weather has been Extraordinary 
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2011-2012 Winter Has Been Very Mild 

9 Source: NOAA National Climatic Data Center 



2011-2012 Winter Behind on HDD and Storage 

10 Source: Energy Information Agency and  BarnHill Energy 



Excess Storage Capability 3rd Supply (Price) Driver 

ÅStorage is essential to 
the reliable operation of 
the gas grid (and power) 

ÅPrice volatility and 
regulatory policy caused 
an overbuild 

ÅRisk of season ending 
containment depresses 
prices and incentivizes 
late season injections 
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Power Demand is the Growth Story for Gas 

ÅCoal to Gas Switching 
ïRange of estimates: 1.3 ς 5.5 Bcfd 
ïLess switching during high demand periods 

ÅCoal plant retirement 
ïEstimates of retirement magnitude and timing  
ïBy 2015 20 GW fairly certain; 35 GW probable 
ï1.8 to 3.5 Bcfd impact 
ïBy 2018 38 GW fairly certain; 55-70 GW probable 
ï3.5 to 7.5 Bcfd demand impact 
ïNew EPA regs could accelerate retirements 
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Coal Units Will Retire; But How Much and When 

13 Source: BarnHill Energy Resources 

ÅOlder, smaller coal units 
are first 
ÅUnits that are uneconomic 

to add controls are put on 
άƎƭƛŘŜ ǇŀǘƘέ ǘƻ ǊŜǘƛǊŜƳŜƴǘ 
ÅImpact on natural gas 

consumption depends 
upon capacity factor and  
coal saturation in region 



Regulatory (Extraneous) Drivers 

ÅSupply: 

ïHydraulic fracturing issues and EPA actions  

ïWater usage (Susquehanna River Basin Commission) 

ïWill New York open to Marcellus drilling 

ÅDemand: 

ïEPA rules (alphabet soup of new regulations) 

ïEPA extension of smog and sulfur rules to Texas 

ÅDeely power plant announced it will retire not scrub 

ïLNG export from Lower 48 (yes, no, maybe?) 

14 



Financial Market Drivers 

ÅCapital for E&P Companies 
ïBond offerings in 2010 were ~$21 Billion up 35% 
ïLthΩǎ ƛƴ нлмм ǊŀƛǎŜŘ ϷнΦп ōƛƭƭƛƻƴ ǳǇ ŦǊƻƳ ϷмΦп ƛƴ нлмл 
ïForecasted prices are cited as #1 factor in capital 

spending decisions followed by access to capital 
ï77% said hedging required by lenders and 59% are 

increasing the usage of such instruments 
ïHedge portfolios are being actively managed for 
ƛƳǇǊƻǾŜŘ ǊŜǎǳƭǘǎ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘŜ άŦƛǊŜ ŀƴŘ ŦƻǊƎŜǘέ 
historic approach 
ÅProfessionals like Asset Risk Management, LLC are helping 

oil and gas producers optimize their hedge portfolios  
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Natural Gas Price History NYMEX $/MMBTU 

Source: CME /NYMEX via Energy Information Agency 


