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1.0 Market and Portfolio Commentary
1.1 Macro Industry Commentary

US Henry Hub prompt gas closed June flat at where it opened despite intra-month volatility 
driven by fears that conflict in the Middle East could disrupt movement of gas and oil through 
the Strait of Hormuz (Figure 1). The prompt was $3.45/mmbtu at close on 30 May and 
$3.46/mmbtu at close on 30 June. Calendar 2025 rose a little, beginning June at 
$3.76/mmbtu and ending at $3.82/mmbtu.

Over the quarter from 31 March to 30 June 2025 and 2026 prices fell while the back end of 
the forward curve rose as detailed in the table below.

WTI saw greater volatility than did US natural gas. While fears of conflict escalation had 
eased by the end of June, oil prices still rose over the month. The prompt began June at 
$60.79/bbl and closed the month at $65.11/bbl. Calendar 2025 rose from $58.95/bbl to 
$62.96/bbl.

Over the full quarter oil prices fell, calendar 2025 was down 9% with declines reducing to 3% 
for 2028 and beyond.

The Strait of Hormuz, located between Oman and Iran, connects the Persian Gulf with the 
Gulf of Oman and the Arabian Sea. Flows through the Strait of Hormuz in 2024 and the first 
quarter of 2025 made up more than 25% of global seaborne oil trade and about 20% of 
global LNG trade, the latter primarily from Qatar.

June 2025

Figure 1: LNG Import and Export Terminals in the Persian Gulf (Source: EIA)

Henry Hub Prices ($/mmbtu) 31/03/2025 30/06/2025 Change (%)
2025  $            4.56  $                3.82 -16%
2026  $            4.43  $                4.26 -4%
2027  $            3.86  $                3.98 3%
2028  $            3.60  $                3.82 6%
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Figure 2: Volume of Oil Transport through the Strait of Hormuz (Source: EIA)

According to the US Energy Information Administration (EIA), in 2024 the US produced a record amount of energy (Figure 3). Total 
US energy production was more than 103 quadrillion British Thermal Units (quads; 1 quad is 1015Btu; 1 quad/yr is about 33.43 
gigawatts). This is a 1% increase from the previous record set in 2023.

Most Middle Eastern oil production uses the Persian Gulf to get to market (Figure 2).

Figure 3: US Energy Production by Primary Source (Source: EIA)

Natural gas accounted for about 38% of US total energy production in 2024 and has been the largest source of US domestic energy 
production every year since 2011, when it surpassed coal.

The US continued to produce more energy than it consumed in 2024 (Figure 4). This surplus energy production helped energy 
exports grow to a record high 30.9 quads in 2024, up 4% from 2023. 
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Figure 4: US Primary Energy Production, Consumption, Imports and Exports (Source: EIA)

The latest Baker Hughes rig count data follows. In June US total land rigs fell by 19 from 543 to 524. Total oil rigs fell by 14 from 439 
to 425, gas rigs fell by 5 from 113 to 108. Oil and gas rig totals include 13 offshore and 2 inland water rigs working in June. In 
response to strengthening gas prices and weaker oil, over the quarter from 1 April to 30 June working gas rigs rose from 96 to 108 
while working oil rigs fell from 489 to 425. 
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Figure 5: Near Month Henry Hub Futures (Source: EIA)

Over the course of June, Henry Hub prompt prices first increased in line with other global energy markets as conflict in the Middle 
East escalated, then returned to the level that they started the month as fears of supply disruption through the Strait of Hormuz 
eased (Figure 5). Prompt gas prices remain well up on this time last year.

Gas Market

The commercial sector is an important source of US electricity demand. The EIA projects that electricity consumed for commercial 
computing will increase faster than any other end use in buildings over the next 25 years (Figure 6). Computing accounted for an 
estimated 8% of commercial sector electricity consumption in 2024 and is forecast to grow to 20% by 2050. By this date more 
electricity is expected to be consumed by computing than for any other end use in the commercial sector, including lighting, space 
cooling, and ventilation.

Figure 6: Commercial Sector Electricity Consumption (Source: EIA)
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Figure 7: US Computing Energy Consumption (Source: EIA)

Computing growth in electricity demand is driven by data centres (Figure 7).

Developers plan to add 18.7 gigawatts (GW) of combined-cycle natural gas electricity generation capacity to the US grid by 2028, 
with 4.3 GW already under construction, according to data collected by the EIA (Figure 8). 

Figure 8: US Natural Gas Combined-Cycle Generation Capacity by Year of Initial Operation (Source: EIA)
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Although electricity generators fuelled by natural gas have provided more electricity in the US than any other source since 2016, 
hardly any new natural gas capacity came online last year. New natural gas powered electricity generation will provide additional 
gas demand.

The price benchmark for LNG sold into Asia is the Japan-Korea Marker (JKM). The Title Transfer Facility (TTF) is the benchmark for 
LNG sold into Europe. The spread between JKM and TTF shows relative demand between these two largest global LNG markets. 
JKM has increased relative to TTF in recent weeks, the move pre-dating the Iran conflict following strong early summer demand in 
key Asian markets (Figure 9).

Figure 10: JKM-TTF Forward and US LNG Export Costs (Source: various, via GS)

Goldman expects that strong Asian demand will keep JKM higher than TTF until the end of 2027 (LHS Figure 10). Current TTF and 
JKM forward prices have US LNG exports in the money through 2028 (RHS Figure 10). This provides incentive for US LNG 
exporters to maximise their purchases of US natural gas production to process for export.

Figure 9: JKM – TTF Spread (Source: GS)
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Goldman expects a continuous build-up of US liquefaction projects through the end of the decade (LHS Figure 11).  By 2030 global 
LNG supply will be approximately 50% larger than in 2024 (RHS Figure 11).

Figure 12: US Working Natural Gas in Underground Storage (Source: EIA)

Working gas in storage was 2,953 bcf as of Friday 27 June, according to EIA estimates (Figure 12). This represents a net increase 
of 55 bcf from the previous week. Stocks were 176 bcf less than last year at this time and 173 bcf above the five-year average of 
2,780 bcf. At 2,953 bcf, total working gas is within the five-year historical range.

Figure 11: US and Global LNG Supply (Source: various, via GS)
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Figure 13: Market Implied Probability of a Major Supply Disruption (Source: GS)

Oil market options pricing and Polymarket probability show the fears that drove spike in oil prices, and their subsequent decline, 
during June (Figure 13).

Oil Market

Figure 14: Estimated Geopolitical Risk Premium in Brent (Source: various, via GS)

Brent oil peaked at $74/bbl in June though retreated to the high $60’s after a muted Iran response to the US missile strike on Iranian 
nuclear facilities. The estimated geopolitical risk premium in the spot market fell to below $1/bbl after its peak near $15/bbl on the 
Sunday following the US attacks (Figure 14).
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Figure 15: Origin and Destination of Crude Oil Transported through Strait of Hormuz (Source: EIA)

China is the largest end destination for crude oil transported through the Strait of Hormuz and the largest buyer of Iranian oil 
production. The damage that would be done to China and other Asian economies from disruption to this flow, and the importance of 
Chinese support for Iran, is no doubt a significant factor in Iran’s measured response to the conflict (Figure 15).
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Gas and Oil Prices 1 July 2025
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Gas and Oil Prices 2 June 2025
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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 March 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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