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1.0 Market and Portfolio Commentary

1.1 Macro Industry Commentary

While month-on-month US Henry Hub prompt gas prices fell in January, a mid-month cold
front saw large spikes in spot-gas prices in Oklahoma and Texas with realised local prices
approaching $25/mmbtu received over the period from 12 to 15 January. For Henry Hub, the
prompt was $2.51/mmbtu at close on 29 December, finishing $2.10/mmbtu at close on 31
January. Note this fall was accentuated by the shift in prompt-month contract to March which
is the start of the spring shoulder season that usually sees drop in prices with drop in heating
demand. Calendar 2024 also fell, although much more modestly, beginning January at
$2.67/mmbtu and closing at $2.58/mmbtu.

Oil prices rose. The prompt began January at $71.65/bbl and closed the month at $75.85/bbl.
Calendar 2024 started the month at $71.17/bbl and closed at $74.54/bbl.

The latest Baker Hughes rig count data follows. In January US total land rigs fell by 1 from
601 to 600. Total oil rigs fell by 2 from 501 to 499 while gas rigs fell from 118 to 117. Oil and
gas rig totals include 19 offshore rigs working in January.
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Figure 1: Near Month Henry Hub Futures (Source: EIA)

In January, prompt Henry Hub gas futures fell with continuation of relatively warm weather and high production (Figure 1).

Gas Market

For most of the month of January the Henry Hub prompt contract was for February pricing and this rolled over to pricing for March
towards the end of the month. The size of fall in the prompt contract was increased by the move from a winter heating month
(February), to a shoulder season month (March), with lower heating demand. The prompt future trading did not capture a large spike
in spot physical prices that occurred as a cold front hit the US over the period 12 to 15 January. During this period Henry Hub gas
spot prices reached $13/mmbtu (Figure 2) with local prices in Oklahoma increasing even more to approach $25/mmbtu. Producers
selling gas daily in January (of which Longreach owned Tamworth Resources was one) were paid these spot prices for their gas
production.

Figure 2: Natural Gas Spot Prices at Henry Hub (Source: EIA)



© 2024 Longreach Alternatives. All rights reserved. ABN 25 082 852 364 AFSL 246747
Longreach Energy Holdings LLC Delaware registered #565928

M
on

th
ly R

ep
o

rt

Longreach Energy 
Holdings LEI

3

On 25 January, the Biden Administration announced that the Department of Energy (DOE) will pause the approval process of
proposed US LNG export facilities to incorporate a broader impact analysis. There is little tangible near to medium term impact from
this announcement as this pause does not impact the next 10-12bcf of feed gas demand from already permitted LNG facilities that
are due to commence operation between now and 2028 (Figure 3). The long-term impact will only start to become clear after the
next US election.

Figure 3: US LNG Feed Gas Demand, bcf/d (Source: various, via GS)
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Recent natural gas demand has been weak not just because of relatively warm weather but also because Freeport LNG, the largest
export facility, has been operating at reduced capacity after damage received during the recent cold front. This has reduced total
LNG feed gas demand (Figure 4). Repairs are expected to take about 1 month.

Figure 4: Total LNG Feed Gas Demand (Source: AEGIS)
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Figure 6: Power Demand for Gas (Source: various, via GS)

Demand for gas to generate electricity has started the year at record levels (Figure 6).

Figure 5: Haynesville and Permian Gas Production (Source: various, via GS)

Natural gas supply from the Haynesville, the largest dry-gas basin (dry-gas means no liquids production so all revenue comes from
natural gas with no associated oil), is expected to decline given low investment and low prices (LHS, Figure 5). Natural gas
production in the Permian Basin is mostly associated gas, that is gas produced along with oil. Associated gas production is driven by
the economics of oil production and therefore production volumes do not move with changes to gas prices. Permian gas production
is expected to continue to grow as high oil prices encourage continued investment and increased production (RHS, Figure 5).



© 2024 Longreach Alternatives. All rights reserved. ABN 25 082 852 364 AFSL 246747
Longreach Energy Holdings LLC Delaware registered #565928

M
on

th
ly R

ep
o

rt

Longreach Energy 
Holdings LEI

6

Figure 7: Gas Share of Thermal Generation (Source: EIA, via GS)

High power demand has been helped by electricity generators switching fuel from coal to gas. Gas has been supplying consistently
over 70% share of thermal generation since 2Q23 (Figure 7).

Figure 8: Henry Hub Forward Curve 6 Feb (Source: AEGIS)

Loose supply has driven near term US natural gas prices down. The forward curve is in strong contango (Figure 8 shows forward
curve on 6 Feb), reflecting the increase in demand that will come from new LNG commencing towards the end of this year.
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Figure 9: Changes in Gas Demand Through 2026 (Source: AEGIS)

With an expected additional 6 bcf/d of natural gas demand expected by the end of 2026 (Figure 9) it is likely that the forward curve,
despite being in contango, will not be high enough to encourage the supply that will be needed from lower margin gas basins (such
as the Rockies and 2nd tier targets in the Haynesville and Anadarko) to meet this demand. This suggests that the current market
presents an attractive buying opportunity.
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Figure 10: US Lower 48 Weekly Working Gas in Underground Storage (Source: EIA)

Net withdrawals from storage totalled 197 bcf for the week ending 26 January, compared to the five-year (2019-2023) average net
withdrawals of 185 bcf and last year’s net withdrawals of 141 bcf during the same week. Combined net withdrawals from storage for
the two weeks prior to 26 January were 523 bcf, materially higher than average. Working natural gas stocks on 26 January totalled
2,659 bcf, which is 130 bcf (5%) more than the five-year average and 54 bcf (2%) more than this time last year (Figure 10).
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Geopolitical tensions provided the focus of oil market attention in January. Risk of attack from the Yemen based Houthi Islamist political
and military organisation has led to a material fall in shipping traffic through the Red Sea (LHS, Figure 11). This has added to the time it
takes to move goods, including oil, which can no longer use the Suez Canal and jeopardised the transport of products, again including
oil, that originate in the Red Sea. The cost of oil transport has risen, clean tanker freight rates are up 33% since the Red Sea
disruptions began (RHS, Figure 11).

Oil Market

Figure 11: Oil Flows Through the Red Sea and Oil Tanker Freight Rates (Source: various, via GS)
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Chinese oil demand is growing more slowly than had been forecast, though OECD commercial oil and oil product stocks continue to
trend lower which is helping to support strong prices (Figure 12).

Figure 12: Change in OECD Commercial Stocks from end Feb 2023 (Source: various, via GS)
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Gas and Oil Prices 1 February 2024
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Gas and Oil Prices 2 January 2024
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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 January 2024 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.


