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1.0 Market and Portfolio Commentary
1.1 Macro Industry Commentary

US Henry Hub prompt gas prices fell in January with forecasts for February trending warmer 
after a very cold January. Month on month the prompt fell from $3.63/mmbtu at close on 31 
December to $3.04/mmbtu at close on 31 January. Calendar 2025 did not move with front-
month volatility, only dropping $0.01/mbtu, beginning January at $3.55/mmbtu and ending at 
$3.54/mmbtu.

Oil prices rose, the prompt began January at $71.72/bbl and closed the month at $72.53/bbl. 
Calendar 2025 was flat, trading from $69.69/bbl to 69.73/bbl.

The latest Baker Hughes rig count data follows. In January US total land rigs fell by 1 from 
568 to 567. Total oil rigs fell by 1 from 480 to 479, gas rigs fell by 2 to 98. Oil and gas rig 
totals include 13 offshore and 2 inland water rigs working in January.
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Figure 1: Near Month Henry Hub Futures (Source: EIA)

Henry Hub prompt prices peaked above $4/mmbtu during January before falling back to $3 with the expiry of the February contract 
and move of prompt month to March (Figure 1).  Daily prices received in Oklahoma peaked at over $8/mmbtu during the month.

Gas Market

January was cold in the US, the coldest January in over 10 years and nearly two standard-deviations colder than the ten-year 
average. Gas weighted heating demand, measured in Heating Degree Days (HDDs), was the third highest January total in the last 
26 years (Figure 2).

Figure 2: January North America Natural Gas Weighted HDDs (Source: Aegis)
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Figure 3: Lower 48 Weekly Net Change in Nat Gas Storage (Source: EIA)

Strong demand drove very large withdrawals from storage with the first three weeks of January all seeing over 200bcf draws, the 
week ending 24 Jan delivered a withdrawal of 321 bcf, the fourth-largest withdrawal on record (Figure 3).

The 321 bcf withdrawal compares to the five-year (2020-2024) average net withdrawals of 189 bcf and last year’s net withdrawals of 
234 bcf during the same week. Working natural gas stocks totalled 2,571 bcf, which is 111 bcf (4%) lower than the five-year average 
and 144 bcf (5%) lower than last year at the same time (Figure 4). The removal of the large storage overhang that had accumulated 
after two consecutive relatively warm winters is an important factor in setting up the gas market for stronger prices through 2025.

Figure 4: Working Gas in Underground Storage (Source: EIA)
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Gas prices have responded with near dated prices climbing to flatten the forward curve above $3.50/mmbtu (Figure 5).

Figure 6: Lower 48 Natural Gas Production (Source: Aegis)

Lower 48 natural gas production in January was reduced by the impact of the cold weather though has since climbed back up to 
approximately 105 bcf/d (Figure 6).

Figure 5: Henry Hub Season Strips on 23 January (Source: Aegis)
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LNG feedgas demand was also strong in January, building to over 15.5 bcf/d before cold weather briefly disrupted operations at the 
Freeport facility (Figure 7). The growth in LNG demand was driven by build-up of gas demand from phase 1 of the new Plaquemines 
facility which started operating in December and is now taking 1.3 bcf/d.

Figure 8: LNG Projects Through 2027 (Source: Aegis)

The growth in LNG feedgas demand will continue through 2027 (Figure 8). The market will need higher gas prices to incentivise 
producers to meet growing gas demand.

Figure 7: Total US LNG Feedgas (Source: Aegis)
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The EIA expects higher wholesale US natural gas prices as demand increases (Figure 9).

Figure 10: Components of Natural Gas Supply and Demand (Source: EIA)

In 2025, the EIA expects US natural gas demand, which includes domestic natural gas consumption and exports, to increase by 3.2 
bcf/d (almost 3%). US production and imports are expected to grow by 1.4 bcf/d. These factors combine to deliver an expectation by 
the EIA that Henry Hub gas price will increase in 2025 by 43% over average prices in 2024. In 2026, the EIA expects demand will 
continue to grow faster than supply, increasing prices by an additional 27% (Figure 10).

Figure 9: Monthly Henry Hub Natural Gas Price (Jan 2021 – Dec 2026) (Source: EIA)
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While the EIA expects electric power gas consumption to fall in both 2025 and 2026, large gas-fired power generation additions in 
the late 2020’s are expected to see growth resume from 2027 (Figure 11).

Figure 11: Natural Gas Power Capacity Additions by Year (Source: WoodMac via FT)
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Figure 12: Trump is Back (Source: Aegis)

The impact of the new Trump administration on oil prices is highly uncertain. Trump’s desire to reduce the price of oil and his three 
primary oil related executive orders / policies have different consequences for the oil market (Figure 12). “Unleashing energy 
dominance” runs into the oil field reality that private companies decide what to drill and when they will drill and will only increase 
production if the price is high enough to deliver attractive returns. Refilling the Strategic Petroleum Reserve would add to demand 
and increase prices. Applying more pressure on Iran by reducing its oil exports to zero will reduce supply and increase prices.

Oil Market

Figure 13: Brent Oil (Source: GS)

Brent crude oil prices (the primary international marker) rose from low $70’s in early December, when the market focused on the 
“2025 supply glut” to $82/bbl in mid-January following the announcement of new US sanctions on Russia. Since then, Brent has 
retreated to the mid-$70’s following calls by President Trump for higher US and OPEC supply and trade tariffs, and the tech equity 
selloff (Figure 13).
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Figure 14: Estimated Brent Spot Price Forecast (Source: GS)

In the short term there is some upside potential for oil prices if sanctions on Iran and Russia induce reductions to supply. In the 
medium term the impact of potential tariffs drives downside risk (Figure 14). 
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Gas and Oil Prices 3 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 Limited ABN 250 828 52364 AFSL 246 747 (“Longreach”). Data is at 31 January 2025 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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