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A steep decrease in U.S. LNG export will likely ripple through the US natural gas market this summer as the 

coronavirus pandemic continues to hit global demand. With the onset of June, we saw deliveries drop to a 

low of 3.6 Bcf/d with some small recovery by the end of the week. 

We were expecting LNG cargo cancellations, but the current LNG delivery level indicates a deeper level of 

cancellations. Poten & Partners forecast US LNG exports will total 2,350 Bcf (6.4 Bcf/d average or 49 

million tonnes), reflecting a shut-in of about 432 Bcf (1.2 Bcf/d average or 9 million tonnes per annum) in 

2020. Poten noted 33 U.S. LNG cargo cancellations for June, with an expectation of 20 cancellations per 

month through October.

ICIS released a note on Thursday painting a gloomier picture. They noted 39 cargo cancelled for July, and 

used that to make further downward revisions to the August and September outlook. The majority of the 

cargoes will are expected to be cancelled from the Gulf Coast LNG plants.
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The bad LNG economics help explain the cancellation. Current spreads to European and Asian markets 

don’t entice LNG movement from the Gulf Coast. 
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This week there was also chatter about potential LNG imports. There were two specific tankers with US 

ports listed as their destination. Interestingly, both these tankers were flowing partial laden based on the 

draught - so half full.

The 1st tanker - The British Diamond set sail from the Netherlands with Sabine noted as it destination 

earlier this week. As can be seen from the ship path below (from ClipperData), the LNG tanker has since 

changed its destination to Livorno, Italy. It is expected to arrive there on June 7th.

See the live location on Marine Traffic:  

https://www.marinetraffic.com/en/ais/details/ships/shipid:192939/mmsi:235060455/imo:9333620/vessel:BRI

TISH_DIAMOND
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The 2nd tanker - The Kinsis is enroute from Trinidad to Cove Point. ClipperData noted that its likely the 

LNG tanker does dock at Cove Point, but to pick up more gas rather than discharge.

See the live location on Marine Traffic: https://www.marinetraffic.com/en/ais/home/shipid:5627341/zoom:10

It's not typical for a LNG tankers to flow without a full cargo, but it has been observed before.

Although regasification is possible at all US facilities (except at Corpus Christie) - logistically there are a lot 

of hurdles to make this happen. The more likely solution is cargo swaps, where a cargo bought at sea is 

used to fulfill a contracted delivery rather than liquefaction new gas. This seems like what happened with 

the British Diamond cargo.

Although regasification is possible at all US facilities (except at Corpus Christie) - logistically there are a lot 

of hurdles to make this happen. The more likely solution is cargo swaps, where a cargo bought at sea is 

used to fulfill a contracted delivery rather than liquefaction new gas. This seems like what happened with 

the British Diamond cargo.

Here are how the economics look for potential imports. I ran the BNEF LNG calculator with potential 

sources that could economically flow to the US – at this time cargos from Malaysia or Australia do not make 

sense due to the long journey and canal tolls. I also ran a case of flowing from the US Gulf Coast up to 

Everett (even though the Jones Act prohibits that) – to show if this could be a economic route. 

This first chart shows variable costs only (liquefaction costs are assumed to be sunk) to ship from each the 

listed ports to Everett.
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The chart below shows the netback (P/L) economics to flow from each of those destinations based on the 

futures prices. As can be seen, cargos from Trinidad and Qatar are in the money over the next 12 months. 

Trinidad economics work due the short distance, while Qatar works due to very lower source gas cost.  

It should be noted that Gulf Coast to Everett does make sense in the Winter months.

Lastly, we should mention that LNG tanker traffic is likely to be disturbed with TS Cristobal travelling right 

through production platforms into the Lafayette, LA. The intensity of the storm isn’t expected to damage any 

plants, but ships have been diverted until the storm passes.
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Natural Gas Storage Stats - Last 5 Weeks

Current Week - 1 Week - 2 Week - 3 Week - 4 Week - 5

Week Ending 29-May 22-May 15-May 8-May 1-May 24-Apr

Total Lower 48 Storage Level 2714 2612 2503 2422 2319 2210

Weekly Change +102 +109 +81 +103 +109 +70

vs LY +762 +778 +779 +799 +796 +783

vs 5Yr Avg +422 +423 +407 +413 +395 +360

S. Central Salt Storage Level 353 348 345 340 331 314

Weekly Change +5 +3 +5 +9 +17 +13

vs LY +98 +96 +99 +102 +100 +96

vs 5Yr Avg +56 +57 +59 +61 +62 +55

S. Central NonSalt Storage Level 778 757 737 719 695 664

Weekly Change +21 +20 +18 +24 +31 +24

vs LY +220 +225 +230 +235 +236 +230

vs 5Yr Avg +110 +109 +110 +111 +106 +93

Midwest Storage Level 634 606 576 554 530 506

Weekly Change +28 +30 +22 +24 +24 +13

vs LY +209 +217 +220 +226 +226 +223

vs 5Yr Avg +145 +147 +144 +146 +142 +133

East Storage Level 536 504 469 452 424 405

Weekly Change +32 +35 +17 +28 +19 +5

vs LY +131 +130 +123 +131 +131 +134

vs 5Yr Avg +103 +101 +93 +101 +98 +99

Mountain Storage Level 140 132 124 117 111 103

Weekly Change +8 +8 +7 +6 +8 +7

vs LY +41 +40 +37 +36 +34 +29

vs 5Yr Avg 0 -2 -5 -7 -9 -14

Pacific Storage Level 273 264 253 240 228 218

Weekly Change +9 +11 +13 +12 +10 +8

vs LY +64 +69 +70 +69 +69 +70
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Monthly Balances
2Yr Ago LY MTD

Jun-18 Jun-19 Feb-20 Mar-20 Apr-20 May-20 Jun-20 MoM vs. LY

Lower 48 Dry Production 81.6 89.6 91.8 92.2 91.2 85.3 84.2 -1.1 -5.4

Canadian Imports 5.6 4.7 5.2 4.1 3.9 3.9 4.3 0.3 -0.4

L48 Power 31.8 33.0 30.0 28.3 25.7 26.8 33.8 6.9 0.8

L48 Residential & Commercial 8.6 9.0 39.9 27.7 21.6 12.8 8.3 -4.4 -0.6

L48 Industrial 21.3 21.3 24.3 21.6 18.9 18.6 18.4 -0.2 -3.0

L48 Lease and Plant Fuel 4.5 5.0 5.2 5.2 5.2 4.8 4.7 0.0 -0.3

L48 Pipeline Distribution 1.9 2.0 3.0 2.5 2.3 2.0 2.0 0.1 0.0

L48 Regional Gas Consumption 68.2 70.4 102.3 85.4 73.6 64.9 67.2 2.3 -3.1

Net LNG Exports 3.2 5.5 8.5 8.5 8.2 6.7 4.4 -2.2 -1.1

Total Mexican Exports 4.5 5.3 5.3 5.6 4.9 4.9 5.5 0.6 0.2

Implied Daily Storage Activity 11.3 13.1 -19.0 -3.1 8.4 12.7 11.3

EIA Reported Daily Storage Activity

Daily Model Error

EIA Storage Week Balances

1-May 8-May 15-May 22-May 29-May 5-Jun WoW vs. 4W

Lower 48 Dry Production 89.9 87.0 86.5 83.9 83.9 84.5 0.6 -0.8

Canadian Imports 3.4 3.6 4.0 4.1 4.1 4.2 0.1 0.2

L48 Power 24.8 24.7 25.0 26.7 30.0 31.7 1.7 5.1

L48 Residential & Commercial 16.8 14.5 19.3 10.8 8.2 8.5 0.3 -4.7

L48 Industrial 18.3 18.7 17.3 18.9 19.3 18.7 -0.7 0.1

L48 Lease and Plant Fuel 5.1 4.9 4.8 4.7 4.7 4.7 0.1 0.0

L48 Pipeline Distribution 2.0 1.9 2.2 1.8 1.9 2.0 0.1 0.0

L48 Regional Gas Consumption 67.0 64.6 68.7 62.9 64.0 65.6 1.5 0.5

Net LNG Exports 7.5 7.7 6.9 6.3 6.1 5.1 -1.0 -1.7

Total Mexican Exports 4.8 4.7 4.7 5.2 5.0 5.4 0.4 0.5

Implied Daily Storage Activity 14.0 13.5 10.2 13.7 12.9 12.7 -0.2

EIA Reported Daily Storage Activity 15.6 14.7 11.6 15.6 14.6

Daily Model Error -1.6 -1.2 -1.4 -1.8 -1.6

Source: Bloomberg, analytix.ai
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Regional S/D Models Storage Projection

Week Ending 5-Jun

Daily Raw 

Storage

Daily 

Adjustment 

Factor

Daily 

Average 

Storage 

Activity 

(Adjusted) *

Weekly 

Adjusted 

Storage 

Activity

L48 12.5 1.9 14.4 101

East 1.8 2.2 4.0 28

Midwest 4.1 0.5 4.6 32

Mountain 3.5 -2.1 1.5 10

South Central 1.6 1.7 3.4 24

Pacific 1.4 -0.5 0.9 6

*Adjustment Factor is calcuated based on historical regional deltas
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Weather Model Storage Projection

Week Ending

Week Storage 

Projection

5-Jun 94

12-Jun 86

19-Jun 91

26-Jun 77
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Weather Model Storage Projection to End of Season

L48 Storage Trajectory from Weather Model Forecast Storage Levels

Report 

Storage Level vs. LY

vs 5Yr 

Avg

Reported 

Chg

Estimate 

Chg * LY Chg vs. LY

5Yr Avg 

Chg vs. 5Yr

3-Apr-20 2024 876 324 38 25 13 6 32

10-Apr-20 2097 876 370 73 73 0 27 46

17-Apr-20 2140 827 364 43 92 (49) 49 (6)

24-Apr-20 2210 783 360 70 114 (44) 74 (4)

1-May-20 2319 796 395 109 96 13 74 35

8-May-20 2422 799 413 103 100 3 85 18

15-May-20 2503 779 407 81 101 (20) 87 (6)

22-May-20 2612 778 423 109 110 (1) 93 16

29-May-20 2714 762 422 102 118 (16) 103 (1)

5-Jun-20 94 107 (13) 94 0

12-Jun-20 86 111 (25) 87 (1)

19-Jun-20 91 103 (12) 73 18

26-Jun-20 77 92 (15) 65 12

3-Jul-20 65 83 (18) 68 (3)

10-Jul-20 52 67 (15) 63 (11)

17-Jul-20 51 44 7 37 14

24-Jul-20 40 56 (16) 33 7

31-Jul-20 54 58 (4) 33 21

7-Aug-20 53 51 2 44 9

14-Aug-20 56 56 0 44 12

21-Aug-20 60 60 (0) 49 11

28-Aug-20 69 77 (8) 66 3

4-Sep-20 62 80 (18) 68 (6)

11-Sep-20 83 82 1 77 6

18-Sep-20 95 97 (2) 80 15

25-Sep-20 98 109 (11) 78 20

2-Oct-20 103 102 1 86 17

9-Oct-20 103 102 1 87 16

16-Oct-20 99 92 7 75 24

23-Oct-20 86 89 (3) 67 19

30-Oct-20 71 49 22 52 19

2376 2596 (220) 2024 352

* f irst 15D change is an average of the GFS Ensemble and ECMWF Ensemble
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CONTRACT 

MONTH

CONTRACT 

YEAR
PUT/CALL STRIKE

CUMULATIVE 

VOL

10 2020 P 1.50 14841

10 2020 P 1.60 13536

7 2020 C 2.50 4985

10 2020 C 3.00 3722

7 2020 P 1.50 3198

7 2020 C 2.00 3088

9 2020 P 1.20 3024

8 2020 P 1.20 3005

10 2020 P 1.20 3000

7 2020 C 2.25 2941

12 2020 P 1.50 2500

7 2020 C 2.20 2372

10 2020 P 1.00 2220

9 2020 P 1.50 2105

3 2021 C 6.00 2000

8 2020 P 1.30 1714

7 2020 C 1.90 1623

7 2020 P 1.65 1573

9 2020 P 1.30 1501

8 2020 P 1.10 1500

9 2020 P 1.10 1500

10 2020 P 1.10 1500

10 2020 P 1.30 1500

7 2020 P 1.55 1362

9 2020 P 1.75 1350

7 2020 P 1.60 1287

9 2020 P 1.00 1203

10 2020 C 2.50 1201

8 2020 P 1.60 1068

12 2020 P 2.00 1004

12 2020 P 2.25 1001

8 2020 C 2.35 940

7 2020 P 1.00 920

9 2020 P 1.25 900

10 2020 P 1.25 900

7 2020 C 2.10 868

7 2020 P 1.80 813

8 2020 C 2.25 806

1 2021 C 6.00 800

8 2020 P 1.70 767

1 2021 P 2.00 760

10 2020 P 2.00 758

8 2020 P 1.50 731

7 2020 P 1.75 672

1 2021 P 2.50 670

8 2020 P 1.65 659

7 2020 C 2.15 608

10 2020 C 2.85 600

1 2021 C 3.25 560

The risk of trading futures and options and other derivatives involves a substantial risk of loss and is not suitable for all persons.  Each 

person must consider whether a particular trade, combination of trades, or strategy is suitable for that person’s financial means and 
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CONTRACT 

MONTH

CONTRACT 

YEAR
PUT/CALL STRIKE CUMULATIVE OI

10 2020 P 1.50 41403

10 2020 P 1.60 37582

10 2020 C 3.00 35576

3 2021 P 2.00 32593

7 2020 P 1.75 32355

10 2020 C 2.75 30072

7 2020 P 1.50 29779

10 2020 P 2.00 27702

9 2020 C 2.50 25438

10 2020 C 2.50 25307

10 2020 P 1.25 23866

7 2020 C 2.50 22764

8 2020 P 1.50 21796

9 2020 P 1.50 21463

8 2020 C 2.50 20789

10 2020 P 1.75 20784

9 2020 C 2.75 20697

7 2020 P 2.00 20065

7 2020 C 3.00 19520

7 2020 C 2.00 19110

9 2020 P 1.00 18673

7 2020 C 2.25 18405

10 2020 C 2.25 18155

1 2021 C 3.50 17986

10 2020 P 2.10 17903

11 2020 C 4.00 17864

7 2020 C 2.30 17680

1 2021 C 3.00 17599

8 2020 P 1.00 16886

10 2020 C 3.25 16662

9 2020 P 1.75 16653

7 2020 P 1.25 16476

7 2020 C 2.75 16376

10 2020 P 1.00 16046

7 2020 P 1.60 15510

9 2020 P 1.20 15352

8 2020 P 1.20 15298

3 2021 C 3.00 15107

9 2020 C 2.25 14874

10 2020 P 1.20 14644

4 2021 C 3.00 14639

8 2020 C 3.00 14148

7 2020 P 1.00 14083

7 2020 C 2.35 14035

8 2020 C 2.75 13837

9 2020 P 2.00 13771

9 2020 C 3.00 13272

8 2020 P 1.75 13169

8 2020 C 2.25 13088

3 2021 C 7 12881

Nat Gas Options Volume and Open Interest
CME, ICE and Nasdaq Combined

Source: CME, Nasdaq, ICE
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$/Bbl($/MMBtu)
Rolling Prompt Month Contract

Nat Gas WTI Crude Brent Crude

CME Henry Hub Futures (10,000 MMBtu) ICE Henry Hub Futures Contract Equivalent (10,000 MMBtu)NASDAQ Henry Hub Futures (10,000 MMBtu)

Current Prior Daily Change Current Prior Daily Change Current Prior Daily Change

JUL 20 364226 367533 -3307 JUL 20 82323 86080 -3757.25 JUL 20

AUG 20 97436 91494 5942 AUG 20 82744 78020 4723.5 AUG 20

SEP 20 151022 151182 -160 SEP 20 69454 69229 225.5 SEP 20

OCT 20 119504 118100 1404 OCT 20 81277 80750 527 OCT 20

NOV 20 53343 52225 1118 NOV 20 61414 61026 388.5 NOV 20

DEC 20 59372 59038 334 DEC 20 58540 58407 133 DEC 20

JAN 21 105462 106204 -742 JAN 21 72089 72111 -22.25 JAN 21

FEB 21 37091 37650 -559 FEB 21 45146 44690 455.75 FEB 21

MAR 21 66635 66046 589 MAR 21 61298 60996 302.5 MAR 21

APR 21 69963 70304 -341 APR 21 49735 51120 -1385 APR 21

MAY 21 25637 25597 40 MAY 21 44960 44746 213.5 MAY 21

JUN 21 16518 16458 60 JUN 21 42613 42484 129 JUN 21

JUL 21 13239 12905 334 JUL 21 43521 43332 188.75 JUL 21

AUG 21 10670 10677 -7 AUG 21 44231 44131 100.25 AUG 21

SEP 21 11987 11798 189 SEP 21 41822 41708 114 SEP 21

OCT 21 27026 26752 274 OCT 21 53792 53439 353 OCT 21

NOV 21 17135 16989 146 NOV 21 36197 36122 75.75 NOV 21

DEC 21 14467 14362 105 DEC 21 36707 36567 139.75 DEC 21

JAN 22 11801 11835 -34 JAN 22 28723 28480 242.5 JAN 22

FEB 22 8391 8237 154 FEB 22 25422 25245 177.25 FEB 22

MAR 22 13824 13713 111 MAR 22 27220 26992 227.75 MAR 22

APR 22 10641 10638 3 APR 22 23608 23700 -91.75 APR 22

MAY 22 4648 4646 2 MAY 22 21207 21144 63.25 MAY 22

JUN 22 2070 2081 -11 JUN 22 20905 20762 143.25 JUN 22

JUL 22 1803 1816 -13 JUL 22 21472 21413 59 JUL 22

AUG 22 1262 1275 -13 AUG 22 21212 21099 113 AUG 22

SEP 22 1330 1343 -13 SEP 22 20985 20868 116.25 SEP 22

OCT 22 1899 1912 -13 OCT 22 23703 23604 99 OCT 22

NOV 22 1364 1377 -13 NOV 22 18836 18781 55 NOV 22

DEC 22 1279 1292 -13 DEC 22 19865 19808 56.5 DEC 22

Nat Gas Futures Open Interest
CME, ICE and Nasdaq Combined

Source: CME, Nasdaq, ICE
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($/MMBtu) Nat Gas Term Structure
Current Price Last Week 4 Weeks Ago Last Year

May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21

Current Price $1.825 $1.922 $1.975 $2.058 $2.389 $2.823 $2.965 $2.929 $2.803 $2.495 $2.459 $2.494

Last Week $1.849 $1.940 $1.988 $2.068 $2.389 $2.811 $2.955 $2.919 $2.798 $2.512 $2.484 $2.526

   vs. Last Week -$0.024 -$0.018 -$0.013 -$0.010 $0.000 $0.012 $0.010 $0.010 $0.005 -$0.017 -$0.025 -$0.032

4 Weeks Ago $1.823 $2.077 $2.153 $2.207 $2.296 $2.544 $2.882 $3.022 $2.983 $2.847 $2.553 $2.521

   vs. 4 Weeks Ago $0.002 -$0.155 -$0.178 -$0.149 $0.093 $0.279 $0.083 -$0.093 -$0.180 -$0.352 -$0.094 -$0.027

Last Year $2.337 $2.331 $2.317 $2.367 $2.458 $2.660 $2.777 $2.750 $2.672 $2.491 $2.472 $2.509

   vs. Last Year -$0.512 -$0.409 -$0.342 -$0.309 -$0.069 $0.163 $0.188 $0.179 $0.131 $0.004 -$0.013 -$0.015

Source: CME, Bloomberg

Units Current Price vs. Last Week

vs. 4 Weeks 

Ago vs. Last Year

NatGas Jan/Apr $/MMBtu -0.52 0.000 0.000 -0.215

NatGas Mar/Apr $/MMBtu 0.187 0.000 0.000 -0.004

NatGas Oct/Nov $/MMBtu 0.34 0.035 0.117 0.283

NatGas Oct/Jan $/MMBtu 0.93 0.074 0.256 0.606

WTI Crude $/Bbl 37.29 4.480 13.300 -14.390

Brent Crude $/Bbl 39.79 5.050 10.070 -20.840

Fuel Oil, NY Harbour 1% $/Bbl 98.03 0.000 0.000 0.000

Heating Oil cents/Gallon 106.46 9.250 24.060 -71.540

Propane, Mt. Bel cents/Gallon 0.50 0.086 0.133 0.074

Ethane, Mt. Bel cents/Gallon 0.25 0.024 0.047 0.053

Coal, PRB $/MTon 12.30 0.000 0.000 -0.150

Coal, ILB $/MTon 31.05 0.000 0.000 -9.500



Market Report

The risk of trading futures and options and other derivatives involves a substantial risk of loss and is not suitable for all persons.  Each 

person must consider whether a particular trade, combination of trades, or strategy is suitable for that person’s financial means and 

objectives. Past results are not necessarily indicative of future results.  This communication may contain links to third party websites which 

are not under the control of and are not maintained by ION Energy Group, and ION Energy Group is not responsible for their content. 
19

Baker Hughes Rig Counts

This week we once again see a big change to rig counts. Oil rigs dropped by -16, 

while nat gas rigs down by -1. The weekly changes for the major basins are listed 

below.

This Week +/-

206 -16

76 -1

2 0

24 1

253 -18

7 0

This Week +/-

7 0

14 1

This Week +/-

1 -1

1 0

2 0

5 1

5 0

13 -9

1 -1

31 -1

28 0

0 0

141 -7

9 0

12 0

Rotary Rig Count

6/5/2020

U.S. Breakout Information Last Week +/- Year Ago

Gas 77 -110 186

Miscellaneous 2 2 0

Oil 222 -583 789

Horizontal 271 -602 855

Vertical 7 -39 46

Directional 23 -50 74

Oil 7 -52 59

Canada Breakout Last Week +/- Year Ago

Gas 13 -30 44

Ardmore Woodford 2 -5 6

Arkoma Woodford 1 -2 3

Major Basin Variances Last Week +/- Year Ago

DJ-Niobrara 5 -23 28

Eagle Ford 22 -61 74

Barnett 2 1 1

Cana Woodford 4 -39 44

Marcellus 28 -30 58

Mississippian 0 -4 4

Granite Wash 2 -7 8

Haynesville 32 -22 53

Williston 12 -44 56

Permian 148 -305 446

Utica 9 -9 18


