
MEL Price Direction Opinion
 MEL believes Q2-Q4 2015 NYMEX prices will increase to $3.50-$4.00 (currently 

@$2.85)
 Mel believes that 2016 NYMEX prices will increase to $4.00-$5.00 (currently 

@$3.25)
 Reasons why MEL is bullish on 2015-16 pricing

 Low oil price  and nat gas price triggering rapid reduction in 2015 drilling
 Collapsing Midwest basis further erodes net producer price for their natural 

gas
 Record NG production levels published by EIA contain large unexplained 

balancing item (1 Bcfd in Dec 14, 3 Bcfd in Nov 14)
 Rising production costs roughly offset by technology & drilling experience 

gains
 Coal plant retirements escalating, replaced with gas turbines
 Oct 2015 storage projection at 3.8 Tcf at current price (4.1 Tcf considered 

full)
 Increased petrochemical, fertilizer, and processing demand
 Export trend closer to “really happening” phase
 Eventual removal of ethane from natural gas stream
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Opposing Price Direction Opinion
 Many analysts have publically communicated opinion that prices will soften further or 

stay at depressed levels

 “We expect 2015 to be yet another year in which supply outpaces demand,” Daniel 
Quigley, a London-based analyst for Goldman Sachs Group Inc., said in a Jan. 27 
report. “Similar to 2012, the recent selloff is largely justified by genuine weakness in 
fundamentals and we don’t expect significant upward pressure” through the first half 
of 2015. Goldman cut its 2015 gas price forecast to $3.10 from $4.

 “You would think that with all the snow and the cold weather you would have seen a 
bigger price response, but the fact that you saw it go down shows the market is secure 
about the supply in place,” said Jason Schenker, president of Prestige Economics LLC 
in Austin, Texas, who was the ranked no. 1 by Bloomberg for his fourth-quarter gas 
price forecast.

 Money managers increased their net-short position across four benchmark contracts 
to the most since November 2011 in the week ended Jan. 27, U.S. Commodity Futures 
Trading Commission data show. Speculators have been short gas for five weeks.

 RBC Capital Markets on Tuesday cut its forecast price for natural gas futures by 13.3% 
to $3.25/MMBtu for 2015. It expects production to keep growing by 3.5% this year 
despite the steep drop in prices since November.
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The Export Market Will Take Off in 2017-2018
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• Potentially 20 Bcf per day could be exported from North American terminals by 2020
• At least 10 Bcfd is likely
• Plus new pipelines to Mexico would increase exports another 2 Bcfd
• Plus reversal of Canadian pipelines could add another 5 Bcfd in exports



North American Coal Plant Retirements
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New EPA regulations are expected to push approximately 25,000 -
40,000 megawatts (MW) of smaller, older coal plants into 
retirement, in addition to the 5,000 MW of retirements that have 
already been announced. It is further estimated that 50,000 MW 
of capacity is "at risk" of retirement before 2017.


