
Price Determinants: 
Basis Changes & Where 

is it Going? 
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Quick Facts 
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13 International Offices 
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Summit Customer Segments 

End-use Customers 
– Industrial 

– Commercial 

– Institutional 

 

Wholesale Customers 
– Renewable IPPs 

– Producers 

– Municipals / Cooperatives 
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Historical Calendar TCO Wholesale Basis 
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Presentation Overview 

Pricing Variables 
– NYMEX 

– Production 

– Imports 

– Supply & Demand 

– Planned Electricity Generation Capacity through 2013 

– Storage 

Impact of Shale Gas 
– Conventional vs. Unconventional Production 

– High Initial Production Rates 

– Steep Decline Curves 

– Marcellus-Future Infrastructure 

Rockies Express 
– Ohio Capacity 

Ohio Basis 
– Paradigm Shift 

– Where is it Now? 

– Where is it Going? 

Customer Trends 
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NYMEX Gas Prices Range-Bound 

Source: NYMEX / ICE 
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Domestic Production Historically High 

Source: Bentek 
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Total NG Imports Falling 

Source: Bentek 
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Natural Gas Supply vs Demand 

Source: Summit Research 
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Industrial Demand In Structural Decline 

Source: EIA 
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Structural Growth In Gas-Fired Generation 

Source: EIA, NOAA 
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2,138 MW 

54 MW 

Planned Electric Generation for OH
through 2013

Natural Gas Other

Source: EIA 

Ohio Electricity Generation 
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Shifting NG Consumption  

Source: Summit Research 
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NG Demand To Stay Relatively Strong 

Source: EIA, Summit Research 
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NG Supply To Remain Robust 

Source: EIA, Summit Research 
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Drilling Horizontal Gas Rigs in 2000 
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Drilling Horizontal Gas Rigs in 2005 
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Horizontal Gas Drilling Rigs in 2010 
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Horizontal Gas Drilling Activity Increases 
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Paradigm Shift In NG Production 

Source: EIA, Summit Research 
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Marcellus – Future Infrastructure 

Project 
Expected 

In-Service 
Date 

Capacity From To 

DOM Keystone Nov-12 1 Bcf/day Crane Co., PA Eastern PA 

TEMAX/TIME III 
2nd half of 

2011 
455k 

Mcf/day 
Holbrook, PA 

Eastern PA & 
NJ 

Texas Eastern 
Appalachia to 

Market Expansion 
(TEAM 2012) 

2012 
300k 

Mcf/day 
Holbrook, PA 

Eastern PA & 
NJ 

TEAM 2013 Q3 2013 
500k 

Mcf/day 
TGT M2 & M3 

Zones 
Eastern PA & 

NJ 

PENNSTAR 
Q3 2013 

 
500k 

Mcf/day 
Columbia Gas 

Transco, TGP, 
DTI & 

Millennium 
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Rockies Express Pipeline (REX) 
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Rockies Express – OH Capacity 

Rockies Express Pipeline(REX) – 1,679 mile pipeline 
stretching from Colorado to Eastern Ohio  

Provides 1.8 Bcf/day of Rocky Mountain supply to 
Midwest and Northeast markets 

Major interconnects at Lebanon and Clarington, OH 

 

 

 

 

Additional interconnects:  
– Guernsey-Tenn Gas 560k 
– Noble-DTI 250k 

Capacity at Lebanon, OH 

TETCO 980,000 Dth/day 

TGT 140,000 Dth/day 

DTI 585,000 Dth/day 

TCO 280,000 Dth/day 

Capacity at Clarington, OH 

TETCO 980,000 Dth/day 

EOG 140,000 Dth/day 

DTI 500,000 Dth/day 

Source: Genscape 
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REX White Papers 

 

In depth analysis of REX 
Phases I, II, and III 

 

Regional and market-specific 
impact studies 

 

Actionable recommendations 
and positioning strategies 
tailored for customers 
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Historical Calendar TCO Wholesale Basis 
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Historical Calendar DTI Wholesale Basis 
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Overview of strategic 
opportunity including 
strategic synopsis 
 
Detailed analysis of 
market trends, pricing 
information and other 
relevant data 
 
Specific recommendation 
for customer’s “risk 
appetite” 

Strategic Positioning Initiatives 
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Ohio Basis – Where is it Now? 

DTI and TCO basis spread flattening 
 

Industrial demand remains depressed 
 

Excess supply from Rockies and local production 
 

Near-term storage purchasing keeping basis elevated, 
potential for softening as storage deficit is minimized  
 

Potential for price increases during summer from gas 
fired generation  
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Ohio Basis – Where is it Going? 

Increased Marcellus supply + Rockies supply= Supply Glut? 
 

Financial wholesale deferred strips trade negative (2013 & 
beyond) 
 

Possible backhauls into OH due to additional Marcellus 
supply coming to market 
 

Lack of full industrial demand recovery keeping basis weak 
 

Increased liquidity at Lebanon and Clarington interconnects 
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Customer Trends 

2007 - 2008:  
– Long term basis deals (+2yrs) 
– Risk aversion, budget certainty 
– Portfolio positioning for potential price decreases (REX) 

 

2009 - 2011:  
– Mix of long and short term basis deals (1-2yrs)  
– Opportunistic portfolio management 
– Increased layering / contracting during price decreases 

 

2012 - Beyond:  
– Seeking to optimize portfolio through flexible structures 


