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PRICES
March Nymex contract down slightly. At the Nymex, the price of the March 2017 contract decreased 4¢,
from $3.168/MMBtu last Wednesday to $3.126/MMBtu yesterday. The price of the 12-month strip,
averaging March 2017 through February 2018, futures contracts moved in the opposite direction, climbing
2¢ to $3.384/MMBtu.
Supply remains flat. According to data from PointLogic, the average total supply of natural gas remained
the same as the previous report week, averaging 76.2 Bcf/d, which is 4% below last year at this time. Dry
natural gas production remained constant week over week, while average net imports from Canada
decreased by 2%.
Demand falls as weather warms. Total U.S. consumption of natural gas fell by 5% compared with the
previous report week, according to data from PointLogic. Power burn declined by 2% week over week,
while industrial sector consumption decreased by 1% week over week. The largest decrease was in the
residential and commercial sectors, where consumption declined by 8%—more than 3 Bcf/d—as
temperatures rose around the country. Natural gas exports to Mexico decreased 1%.
U.S. liquefied natural gas (LNG) exports. Natural gas pipeline deliveries to the Sabine Pass liquefaction
terminal averaged 2.1 Bcf/d for the report week, 20% higher than in the previous week. Three vessels
(combined LNG-carrying capacity of 10.8 Bcf) departed Sabine Pass last week.

STORAGE
Colder temperatures during the week contribute to larger than average net withdrawals. Net
withdrawals from storage totaled 152 Bcf, compared with the five-year (2012–16) average net withdrawal
of 138 Bcf and last year's net withdrawals of 93 Bcf during the same week. Colder temperatures throughout
the week for most of the Lower 48 states contributed to increased heating demand for natural gas and
withdrawals from storage. Working gas stocks totaled 2,559 Bcf, which is 325 Bcf less than last year at this
time and 45 Bcf more than the five-year average.
Working gas stocks remain above the five-year average. Although Lower 48 working gas stocks
exceeded the five-year average in total, stocks in several regions remain below their five-year averages. The
East, Pacific, and South Central Nonsalt regions are 47, 45, and 23 Bcf below their five-year averages,
respectively. The Midwest, Mountain, and South Central salt regions are 48 Bcf, 8 Bcf, and 106 Bcf above
their five-year averages, respectively.

Working Gas in Underground Storage Stocks

Region
East
Midwest
Mountain
Pacific
South Central
Total

02/03/17
520
685
155
208
991
2,559

billion cubic feet (bcf)
01/27/17
569
730
164
221
1,027
2,711

change
-49
-45
-9
-13
-36
-147

Source: U.S. Energy Information Administration
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IN THE NEWS
U.S. coal production and coal-fired electricity generation expected to rise in near term
Coal production in the United States totaled 739 million short tons (MMst) in 2016, an 18% decline from
2015 and the lowest level of coal production since 1978. Because nearly all coal produced in the United
States is used to generate electricity, coal production and coal-fired electricity generation are closely
connected. In 2017 and 2018, as natural gas prices are expected to increase, coal is expected to regain some
share of the electricity generation mix, and coal production is expected to increase slightly.
The past decline in coal production has not been uniform across the three major coal-producing regions in
the United States. Production declines in the Western region, which includes the Powder River Basin that
spans parts of Wyoming and Montana, have been similar to the overall U.S. production, falling 36% since
2008, nearly equal to the 37% decline nationally. Production declines in the Appalachian region have been
more pronounced, falling by 53% since 2008. The Interior region, which includes the Illinois Basin,
increased by 2% from 2008 to 2016.
Similarly, the expected increase in coal production through 2018 also varies across regions. Coal production
is expected to increase most in the Western region, rising from 407 MMst in 2016 to 443 MMst in 2018.
Forecast production levels in the Appalachian and Interior regions are relatively flat. Coal production in the
Appalachian region, where production costs are relatively high, is expected to be 177 MMst in 2018,
slightly lower than the 2016 level of 183 MMst. Interior coal production is expected to increase from 150
MMst in 2016 to 152 MMst in 2018.

In 2016, the electric power sector accounted for an estimated 92% of total U.S. coal consumption. From
2008 to 2016, coal’s share of electricity generation decreased, and in 2016, natural gas-fired generation
exceeded coal’s share of the U.S. electricity mix on an annual basis for the first time. Largely because of an
expected increase in the price of natural gas, the use of natural gas-fired generators is expected to decline
slightly in 2017. However, new natural gas power plants are currently being built, and by 2018 the
availability of these units may lead to increases in natural gas-fired generation.
Although the relative prices of coal and natural gas are important in determining fuel use, generation trends
for these fuels are also affected by changes in generation from other sources, including wind, solar, and
hydropower, as well as by total electricity demand, which can be significantly affected by both weather and
economic factors.
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