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Natural Gas Forecast:  Supply is a Given; 
Demand Will Set the Price

May 11, 2011
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Natural Gas Forecast

Supply Given, We Need 
Demand

Pipeline Expansions

Supply/Demand Forecast by 
Region

WSPD?
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Supply Given, We Need Demand
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U.S. Production Still on the Rise

Source: BENTEK Supply and  Demand Report, Dry Production

Maintenance & 
Freeze-offs

2009 Avg. = 56.4 Bcf/d
2010 Avg. = 57.8 Bcf/d

2011ytd Avg. = 59.1 Bcf/d

-- Current Levels at All Time Highs 
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Barnett

PRB

Piceance

San Juan

$4.32

$4.01

$3.80

$5.13

Sub $4.00 Breakevens Drive Resource Plays

Haynesville$3.66

Pinedale
$2.77

Marcellus

$2.94

Eagle Ford $3.42

Source: BENTEKNote: Breakevens computed at 12:1 Crude Ratio and 1:1 NGL Ratio
Green Circle Breakevens Computed at $80 Crude and 3:1 Gas to NGL Ratio
Based on 3Q2010 Financials and State Production Data
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Note: April 2011
Source: RigData, BENTEK
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Natural Gas and Oil Price Comparison

Source: ICE, EIA  --- Average Weekly Prices

Gap

Five Year Average Oil to Gas Price Ratio:  2006 - 2010 = 13.4
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9.3%

Source: BENTEK Forward Curve Quarterly



Practical Demand Short-term
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1.8 Bcf/d of C2G Switching Expected During 2011
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Refineries Using more Natural Gas
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Res/Comm?

“The significant differential between oil and gas prices with the energy equivalent 
cost of natural gas being half of that of oil, continues to drive demand for residential 
conversions and new customer connections.
……….., Yankee Gas has the potential to add 41,000 new customers to the 
existing base of 206,000 customers.”  - Yankee Gas Financials

/ 2 = 



Structural Demand Shifts
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Industrial Fuel Oil Conversions

Power Fuel Oil Conversions

Res/Comm Fuel Oil Conversions

Coal Retirements

~ 8.7 Bcf/d of Potential Structural Shifts in NG Demand

Coal Retirements: 4.16 Bcf/d
• Replace ~35 GW of coal capacity which:
• No SO2 emission controls
• Under 200 MW in capacity
• Based on 2010 generation profile

Fuel Oil Use in Res/Comm: 2.91 Bcf/d
• Displace ~184 MM barrels of fuel oi
• Based on 2008 demand profile

Fuel Oil Use in Power Gen: 0.37 Bcf/d
• Displace ~40 MM barrels of fuel oil
• ~12,200 GWh of generation
• Based on 2010 generation profile

Fuel Oil Use in Industrial: 1.34 Bcf/d
• Displace ~86 MM barrels of fuel oil
• Based on 2008 demand profile
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Demand Gains Pace Production Gains?
Production vs. Demand (Bcf/d)

Units = Bcf/d

Demand

Production
Coal Retirements

Fuel Oil - Power

Fuel Oil - Ind and
Res/Com

2015 20202010

5.4 Bcf/d
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Demand Gains Pace Production Gains?
Production vs. Demand (Bcf/d)

Units = Bcf/d

Demand

Production

Coal Retirements

Fuel Oil - Power

Fuel Oil - Ind and
Res/Com

Coal Retirements 2

Fuel Oil - Ind and
Res/Com 2

2015 20202010

5.4 Bcf/d 3.3 Bcf/d
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2.7 Bcf/d of Potential U.S. LNG Export Capacity
U.S. Export MOUs 2.7 Bcf/d
Freeport 1.4 Bcf/d

Macquarie 350 MMcf/d

Freeport LNG 350 MMcf/d

Conoco Phillips 470 MMcf/d

Dow Chemical 230 Mmcf/d

Sabine Pass 1.3 Bcf/d
Endesa/Enel Trade 200 MMcf/d

Basic Energy 80 MMcf/d

Sumitomo 200 MMcf/d

EDF Trading 200 MMcf/d

Gas Natural SDG 200 MMcf/d

ENN Energy Trading 200 MMcf/d

Morgan Stanley Cap. 225 MMcf/d

Canada Export MOUs 0.7 Bcf/d
Kitimat 675 MMcf/d

Gas Natural SDG 210 MMcf/d

KOGAS 265 MMcf/d

Mitsubishi 200 MMcf/d

BG and Southern Union 
announced Monday 2 Bcf/d of 

Exports from Lake Charles

BM10
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Demand Gains Pace Production Gains?
Production vs. Demand (Bcf/d)

Units = Bcf/d

Demand

Production

Coal Retirements

Fuel Oil - Power

Fuel Oil - Ind and
Res/Com

Coal Retirements 2

Fuel Oil - Ind and
Res/Com 2

LNG

2015 20202010

8.7 Bcf/d

2.7 Bcf/d
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Vehicle Type Total Vehicles 
[1] Miles per Year [1] Miles per 

Gallon [1]

Total Gallons 
Consumed 
(million)

Natural Gas 
Equivalent Cubic 
Feet per Gallon

Total BCF 
Consumed, 
under Full 
Conversion, 
per Year

Cubic Feet 
Consumed 
Per Vehicle 
Per Year

BCF/Day 
under Full 
Conversion

Passenger 245,105,574 12,000 22.6 130,144 125 16,268  66,372 44.57 

Bus 843,308 8,400 6.4 1,106 125 138  164,063 0.38 

Truck (long haul) 2,215,856 65,000 5.4 26,672 125 3,334  1,504,630 9.13 

TOTAL 248,164,738 3.1 Trillion 19.6 157,923 125 19,740  79,546 54.08 

54 Bcf/d of Potential Demand from Natural Gas Vehicles

(1) Federal Highway Administration, 2008

If by 2020, 20% of Long Haul Trucks = 1.8 Bcf/d

75% of all Buses = 0.3 Bcf/d

1% of passenger cars (2.4 million vehicles) = 0.4 Bcf/d

TOTAL = 2.5 Bcf/d

BM11
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Demand Gains Pace Production Gains?
Production vs. Demand (Bcf/d)

Units = Bcf/d

Demand

Production

Coal Retirements

Fuel Oil - Power

Fuel Oil - Ind and
Res/Com

Coal Retirements 2

Fuel Oil - Ind and
Res/Com 2

LNG

NGVs

2015 20202010

2.5 Bcf/d

8.7 Bcf/d 5.2 Bcf/d
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Pipeline Expansions
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Pre 2009: Outside-In

B SA I S B SA I S

B SA I S B SA I S

-+
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+-
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2008 Avg Basis - ICE

-$2.37

-$0.51

-$1.77

-$1.27

-$1.23

-$0.69

-$1.04

$0.00

-$0.08

-$0.27
$0.18

$1.02



25BENTEKENERGY.COM

Post 2010: Inside - Out

PRESSURE PRESSURE



Supply/Demand Forecast by Region

Leading too…..

WSPD?  (What Should Prices Do?)
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Demand Changes 2010 vs. 2011

2010 vs. 2011: 
Demand
Growth

0.3 Bcf/d

0.8 Bcf/d
0.4 Bcf/d

0 Bcf/d

0.4 Bcf/d

0.1 Bcf/d
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+ 2.2 Bcf/d
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Supply Changes 2010 vs. 2011

2010 vs. 2011: 
Supply 
Growth
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0 Bcf/d
0.0 Bcf/d

0.1 Bcf/d
+2.3 Bcf/d
+ 2.2 Bcf/d

Long 0.1 Bcf/d
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Impact on Prices

$0.81 $1.13 $1.00 
$0.91 $1.32 
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Supply/Demand Imbalances Will Move Gas

2010 vs. 2011: 
Supply Net 

Demand 
Growth

0.3 Bcf/d

1.5 Bcf/d
0.4 Bcf/d

0.3 Bcf/d
0.2 Bcf/d

0 Bcf/d

0.7 Bcf/d

0.3 Bcf/d

0.6 Bcf/d0.1 Bcf/d
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Supply/Demand Imbalances Will Move Gas

2010 vs. 2011: 
Supply Net 

Demand 
Growth
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0.3 Bcf/d
0.2 Bcf/d
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0.7 Bcf/d

0.3 Bcf/d

0.6 Bcf/d0.1 Bcf/d
$0.08
$0.10

$4.38
$4.34

$0.21
$0.15

$(0.12)
$(0.06)

$(0.47)
$(0.31)

$(0.04)
$(0.06)

$(0.57)
$(0.53)

2010
2011

$
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Production is strong –
please use the NG
Ruby completes the puzzle 
– forces flatter basis 
Market is at least pricing 
basis in the right direction 
– still room for tightening 
West of the divide and 
weakness East of the 
divide
Forward Henry has $0.80 
to $1.00 to fall

Conclusions
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BENTEK Energy, LLC
BENTEK is an energy market analytics company, focused 
on the natural gas market and related energy sectors.

James H Simpson
Vice-President and General Manager
jsimpson@bentekenergy.com

Contact Any Analyst Direct at (303) 988-1320

DISCLAIMER. THIS REPORT IS FURNISHED ON AN “AS IS” BASIS. BENTEK DOES NOT WARRANT THE ACCURACY OR CORRECTNESS OF THE REPORT OR THE 
INFORMATION CONTAINED THEREIN. BENTEK MAKES NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE USE OF ANY INFORMATION CONTAINED IN THIS REPORT IN 
CONNECTION WITH TRADING OF COMMODITIES, EQUITIES, FUTURES, OPTIONS OR ANY OTHER USE. BENTEK MAKES NO EXPRESS OR IMPLIED WARRANTIES AND 
EXPRESSLY DISCLAIMS ALL WARRANTIES OF MERCHANT- ABILITY OR FITNESS FOR A PARTICULAR PURPOSE.
RELEASE AND LIMITATION OF LIABILITY: IN NO EVENT SHALL BENTEK BE LIABLE FOR ANY DIRECT, INDIRECT, SPECIAL, INCIDENTAL, OR CONSEQUENTIAL 
DAMAGES (INCLUDING LOST PROFIT) ARISING OUT OF OR RELATED TO THE ACCURACY OR CORRECTNESS OF THIS REPORT OR THE INFORMATION CONTAINED 
THEREIN,WHETHER BASED ON WARRANTY, CONTRACT, TORT OR ANY OTHER LEGAL THEORY.
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