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1.0 Market and Portfolio Commentary

1.1 Macro Industry Commentary

US Henry Hub prompt gas prices fell in December with continued warm weather and 
resulting low draws from gas storage. The prompt was $2.80/mmbtu at close on 30 
November and finished at $2.51/mmbtu at close on 29 December. Calendar 2024 also fell, 
beginning December at $2.97/mmbtu and closing at $2.67/mmbtu. 

Oil prices also fell. The prompt began December at $75.96/bbl and closed the month at 
$71.65/bbl. Calendar 2024 started the month at $74.87/bbl and closed at $71.17/bbl.

The latest Baker Hughes rig count data follows. In December, US total land rigs fell by 2 from 
603 to 601. Total oil rigs fell by 4 from 505 to 501 while gas rigs rose from 116 to 118.
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Figure 1: Near Month Henry Hub Futures (Source: EIA)

In December, prompt Henry Hub gas futures fell. Relatively warm early-winter temperatures (reducing demand) and strong 
production combined to deliver smaller than anticipated storage withdrawals over the month (Figure 1). 

Gas Market

Lower 48 natural gas production reached 105 bcfd in December (LHS Figure 2). This is primarily due to timing of new wells as 
producers seek to maximise exposure to the higher demand winter season. Combined with relatively warm weather this strong 
supply has driven prices down. Goldman expects that production will now decline as flush production rates unwind and low prices 
encourage producers to delay drilling activity until demand from the new LNG facilities currently being constructed begins towards 
the end of this year.

Figure 2: US Natural Gas Production (Source: various, via GS)
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Among the larger gas producing basins, Appalachia is expected to decline modestly (RHS Figure 2), the Permian to increase 
modestly on the back of increased associated gas being produced from primarily oil wells (LHS Figure 3) and the Haynesville to 
decline until prices exceed what Goldman estimates to be a $3.75/mmbtu marginal development cost (RHS Figure 3).

Figure 3: Permian and Haynesville Gas Production (Source: various, via GS)

In 2023, overall natural gas demand in the US increased by 3% in 2023 compared to 2022 (Figure 4). Increased exports and a slight 
increase in natural gas consumed for electricity generation offset lower residential and commercial sector consumption. LNG exports 
rose 12% in 2023 compared to 2022, and natural gas exports by pipeline to Mexico increased by 9% over the same period.

The EIA estimated that US dry natural gas production averaged a record-high 104 bcfd in 2023, 4% higher than the 2022 annual 
average. This record production was the primary driver of lower prices in 2023.

Figure 4: US Natural Gas Supply and Demand Balance 2023 vs 2022 (bcfd) (Source: EIA)
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Figure 5: Sum 2025 YoY Supply and Demand Changes and Haynesville Future Production 
(Source: WoodMac, GS)

The growth in US gas production has no doubt been influenced by producers’ anticipation of forthcoming ramp-up in LNG demand. 
While the gas market is currently well-supplied, the rapid demand growth coming in summer 2025 will create the need for substantial 
further growth in US gas production, which will support higher prices for 2025 and beyond (Figure 5).
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Figure 6: US Lower 48 Weekly Working Gas in Underground Storage (Source: EIA)

Net withdrawals from storage totalled 14bcf for the week ending 29 December. Working natural gas stocks now total 3,476bcf, which 
is 399bcf more than the five-year average and 553bcf more than last year at this time (Figure 6). At 3,476 bcf, total working gas is 
above the five-year historical range.
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Oil prices dropped modestly in December with strong production from both US and Russia offsetting lower production from OPEC and 
lower than expected demand from India and the Middle East. These factors combined to deliver a modest supply surplus compared to 
prior projections of a deficit (Figure 7).

Oil Market

Figure 7: Revisions to Global Oil Supply and Demand (Source: GS)

Non-OPEC oil supply, mainly from the US, is growing faster than expected (Figure 8).

Figure 8: Revisions to Global Oil Demand and Non-OPEC Oil Supply (Source: IEA, GS)
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Figure 9: Drilled but Uncompleted Wells (Source: EIA, GS)

The growth in US oil production has been increased by a material decline in the inventory of Drilled by Uncompleted Wells (DUCs). 
This has delivered a temporary boost to production that cannot be repeated without large increase in new drilling relative to 
completions (Figure 9).
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Gas and Oil Prices 2 January 2024
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Gas and Oil Prices 1 December 2023
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Important Disclaimer.
This report has been issued by Longreach Alternatives Ltd ABN 250 828 52364 AFSL 246 747 (“Longreach”). Data is at 31 December 2023 unless 
stated otherwise. This document is not an offer of securities or financial products, nor is it financial product advice. 

As this document has been prepared without taking account of any individual investor’s particular objectives, financial situation or needs, you should 
consider its appropriateness having regard to your objectives, financial situation and needs before taking any action. 

This document has been prepared without taking into account of your objectives, financial situation and needs; you should consider its 
appropriateness having regard to your objectives, financial situation and needs. 

The information stated, opinions expressed and estimates given constitute best judgement at the time of publication and are subject to change 
without notice. Consequently, although this document is provided in good faith, it is not intended to create any legal liability on the part of Longreach 
or any other entity and does not vary the terms of a relevant disclosure statement. Past performance is not an indicator of future results. All dollars 
are US dollars unless otherwise specified.

This document describes some current internal investment guidelines and processes. These are constantly under review and may change over time. 
Consequently, although this document is provided in good faith, it is not intended to create any legal liability part of Longreach or any other entity and 
does not vary the terms of a relevant disclosure statement. Past performance is not an indicator of future results. In cases where information 
contained in this document derives from third parties, Longreach accepts no liability for the accuracy, completeness or appropriateness of such 
information.
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