Rare Early Natural Gas
Withdrawals Expected

October 29, 2020

Natural gas withdrawals, which typically begin in mid-November in
the U.S., are likely to begin about two weeks early this year.

Implied daily gas-storage changes over the past week have shown a net pull
on storage, according to Platts. This comes amid a cold front sweeping across
the U.S., coupled with lower production and strong LNG demand. Weekly
storage changes, as reported by the EIA are shown in the chart below. Peak
storage levels are usually observed near November 15, but this year we
could see gas withdrawals for the gas weeks ending October 30 and
November 6. The week of October 30, which is the current gas week, is
estimated to pull about 19 Bcf from total storage, according to Platts. If the
estimate holds, it would be the earliest weekly withdrawal since 2006.

Page 1 of 6



U.S. Working Gas in Storage Change

Typically when injections | 200
turn to withdrawals

100

-
''''''
-
.
e

Next 3-Week Forecast vs Five-Year Average Storage

Change
l ._-I III-I
|11

N -100 B
-200

81 '300

—————
—————————

-400
Jan Feb Mar Apr May Jun Jul Aug Sep  Oct Nov  Dec

5-Yr Range 2019 .-®-- 3-Week Fwd Forecast

Sources: EIA, Platts, AEGIS

The smaller inset chart above represents how bullish the next three weeks
could be compared to the five-year average weekly change. A supposed
withdrawal of 19 Bcf for this week (reporting will occur on November 5)
would be 81 Bcf lower than what is typical for that corresponding week in
the past five years. There are a combination of factors causing the early gas
withdrawal.

First, gas production has recently nosedived due to Hurricane Zeta and
freeze-offs. The Gulf of Mexico's production fell from 2 Bcf/d to 0.5 Bcf/d as
Zeta neared landfall. Texas, New Mexico, and the Rockies output all dropped
due to freezing temperatures. All of these volumes should return rather
quickly, but outages helped reduce Lower 48 daily gas production from near
89 Bcf/d to a low of about 85 Bcf/d, according to Bloomberg data.
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Higher residential and commercial demand was recorded as a cold front
swept across much of the U.S. The cooler temperatures didn't quite reach the

eastern seaboard this week, but parts of demand centers in the Midwest
experienced colder than normal temps.
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Lastly, flows of gas to LNG facilities have averaged above 9.3 Bcf/d over the
past five days. This has exacerbated the pull on gas that, combined with the
above factors, leads to a likely early seasonal withdrawal for this gas week

(October 30).
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U.S. LNG Flows by Terminal
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