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Market Summary

Signs of a pullback in production related to massive dips in crude oil demand and shut in orders mandated by COVID-19 are
putting upward pressure on prices - despite mild weather and adequate storage.

Prices hit a low in March and have been trending upward; consider hedging 2021 positions (and beyond) as soon as possible to
avoid further potential increases.

B TAKEAWAY: Driven by unseasonably warm
weather and assisted (albeit slightly) by
COVID-1S, U.S. residential and commercial
natural gas consumption is down in 2020.

B Near-average temperatures are anticipated
from California to New York, while much of
the South will be above average.

Near or Slightly :
Above Average WL\ B After one of the driest Februarys on record,

7N California energy prices reacted bullishly in
N March to a weak hydro season.
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The average rate of withdrawal
. . from storage was 13% lower than the
Working Gas in Storage BCF five-year average this withdrawal season

4300 (November through March).
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SoCalGas pipeline constraints are still limiting
gas supply for customers in California.

Week over week loads continue to step down
as COVID-19 shutdowns intensify.
Nevertheless, demand drops have not been

208 as significant as one would expect. This may
d change as data reports catch up to reality.
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Working natural gas stocks totaled 1,986 Bcf,
which is 292 Bcf more than the five-year
average and 863 Bcf more than last year at
this time.
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Production

B TAKEAWAY: U.S. production is expected to

U.S. Dry Natural Gas Production MCF drop by the fastest pace ever in 2021 as
a0 drillers slash spending in response to the
e coronavirus pandemic that’s sending oil
) prices to historic lows.
2.60
2.40 B According to third-party sources, if the U.S.
2.20 shut in reduces demand for ail by
2.00 approximately 1M bbls/day, it would result in
180 an approximate 3 Bcf/day cut in associated
natural gas production.
1.60
1% B EIA has reduced its Q3 2020 liquified natural
e S . . . . . N . . . . gas (LNG) export prediction by 0.3 Bcf/d due
v§,«° vgc“ ?Qc“ ‘8‘5‘ @9 v‘i"\ vQJ‘ vé"‘ vé«" vé«" v“éb to reduced global demand for natural gas.
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Wholesale Prices per MMBTu

U.S. exports of liquefied natural gas (LNG) have resumed flowing to China for the first time since March 2019.

Ongoing maintenance for SoCalGas pipelines may be deferred until the peak summer months as a result of COVID-19, which would drive prices
higher in California.

After decreasing by 2.7% in 2019, EIA forecasts that energy-related carbon dioxide (CO2) emissions will decrease by 7.5% in 2020 as the result
of the slowing economy and restrictions on business and travel activity related to COVID-19. In 2021, EIA forecasts that energy-related CO2
emissions will increase by 3.6%.

EIA forecasts that total U.S. electric power sector generation will decline by 3% in 2020. As a result, coal generation is expected to fall by 20% in
2020. Nevertheless, natural gas generation is expected to rise by 1% this year, reflecting favorable fuel costs and the addition of new generating
capacity.

In 2019, natural gas spot prices at the national benchmark Henry Hub in Louisiana averaged $2.57/MMBtu, about 60 cents lower than in 2018 and
the lowest annual average price since 2016. Lower natural gas prices in 2019 supported higher consumption - particularly in the electric
generation sector - and higher natural gas exports.
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