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OVERALL SENTIMENT

Report Summary: The September natural gas contract is
down around a percent and a half today in the face of
some bullish weather trends over the weekend. We see
a large forecast injection on Thursday as weighing in a
market that otherwise remains structurally tight and
appears to be discounting colder risks to the fall and
winter forecast. Medium-term hotter risks have

EXPECTED WEATHER TRENDS ‘ _. supported prices, though some atmospheric indicators
==

STORAGE DYNAMICS

CURRENT WEATHER

—

point towards cooler trends to end August and bring in
September. Yet even with those we see downside as
limited in a market where we are forecasting the current
surplus to flip to a deficit by the middle of August.

SEASONAL WEATHER TRENDS

SRR

[ MARKET TECHNICALS Though in the short-term our sentiment is neutral, in the
longer-term we see more upside than downside.
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/ Overall Sentiment: NEUTRAL

Sentiment Summary: The September natural gas contract is selling off so far today following a broad rally last week. We see current weather forecasts as supportive
and this recent decline as more technical, though a large injection to be announced on Thursday may weigh on the market a bit too. Still, we see further downside
from here as quite limited, even though late month cool risks are seen on some climate indicators, and hold neutral sentiment in the face of this selling.

Storage Dynamics

We have continued to see significant
tightness dominate through the
summer with most storage injections
over the past few months comingin
significantly below average. Injection
size is expected to increase
dramatically with this Thursday’s
report thanks to widespread cooler
weather last week, but from there
we forecast injection size to shrink
again as warmer weather returns
and market tightness keeps
injections below the 5-year average.
On a short-term basis we see this
week’s print as a bit bearish, but any

Current Weather

We see current weather trends as
overall supportive for this market,
as a significant number of
GWHDDs have arrived in the 8-14
Day forecast that should allow
national natural gas demand to be
decently above average. Over the
weekend model guidance
continues to show ridging risk
across the East in the medium-
term that would allow
temperatures to remain slightly to
moderately above average.
Though not extremely bullish,
current model output will certainly

Weather Trends

While current weather forecasts are
quite bullish on balance for natural
gas prices, we note that weather
trends are not quite as convincingly
bullish. We clearly added a
significant number of GWHDDs to
average over the weekend, thanks
to new long-range forecasts having
heat that is seen continuing from
the medium-range. However, a
number of atmospheric indicators
show that heat in the 6-14 Day
timeframe may be rather short-lived
with cooler trends into September,
which could limit the bullish impact

Seasonal Trends

We are forecasting GWDDs to be
decently below historic norms for
the month of August, and demand
will be far below 2016 levels even
with the medium-term heat we see
arriving in forecasts. However, we
note that current climate indicators
favor bullish cold risk as we move

through the fall and into the winter,

which we fear the natural gas
market may not have yet priced in.
Accordingly, our long-range
sentiment is more bullish as we feel
the market may be complacentin
the face of colder winter risks.

Market Technicals

The winter natural gas strip and
recent spreads have not been
especially supportive, especially
given how tight this market seems
to be. Already this morning we
have seen prices reverse and
come under heavy selling
pressure, which is far from a
bullish technical look. We are
hitting support in the $2.92-52.95
level, and a bounce off here would
provide a more bullish look for
charts, but with money managers
increasing shorts as well the
technical look is not all that

downside should be realized quickly. help support natural gas prices. of current weather forecasts. supportive.
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¢/ Storage Dynamics: NEUTRAL

Section Summary: The September natural rallied significantly last week, with cash prices moving significantly higher as well. The result should be some demand-
driven loosening, as the price rally makes our adjusted models likely too tight. The result should be a far looser print to be announced on Thursday, but from there we
see the market continuing to tighten as heat returns. Last week’s print was tight enough to provide significant support to prices through the week as well.
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Key Takeaway: Last week temperatures were significantly below average across much of the country. The result is that power burns fell off rather significantly, and we
see that the EIA announced production rose a bit as well. We see a significant amount of bearish risk with Thursday’s print thanks to GWDDs being below average
everywhere except in the Pacific last week as prices rallied, though we note that the rapidly shrinking surplus will continue to bolster natural gas prices regardless.

U.S. natural gas consumption - Gas Week: (8/3/117 - 8/9/117)

Discussion

Mean Temp (F) Anomaly
7—day mean ending Aug 11 2017
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Y ./ Current Weather: SLIGHTLY BULLISH

Section Summary: In the short-term we see cooler weather keeping GWDDs below average across the country. This only lasts a few days, however, as by the second
half of this week we forecast that GWDDs will get back above average. The warmest period looks likely through Week 2, where sizable ridging is expected to
propagate East and puII temperatures significantly above average. This should keep cooling demand above average over the next 15 day time period.

Population Weighted Cooling Degree Days Historic GWDDs
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Key Takeaway: CPC forecasts have gradually caught on to an increase in heat risk across much of the East, though we note that analogs do not favor much heat across
the South. The same can be said for GEFS/CPC ensemble guidance, where most ridging looks to slide into the center of the country as we move towards Day 14.
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Discussion

Weather forecasts are quite bullish today for
natural gas prices, as short-term cooler weather
quickly gets eliminated and brings in warmer
weather across the country. We note that
almost all guidance favors a hotter 6-14 Day
timeframe across the country, though much of
that heat may be confined to parts of the
country that do not seasonally see quite as
much cooling demand this time of year. Day 10
guidance shows ridging into the center of the
country with heat across much of the North.
The NAEFs show this best with ridging central
over eastern Canada and an otherwise zonal
flow, but such ridging would prevent much
cooler weather from moving into the country.
The GEFS thus have odds slightly skewed to
warmer weather in the 8-14 Day timeframe, but
confidence in temperatures being significantly
above average is not all that high. Rather,
Week 2 looks to feature slightly warmer than
average weather across most of the country,
keeping cooling demand above average but not
being all that extreme. Still, compared to the
cool weather we have seen in the past couple of
weeks, this hotter weather should help balance
the natural gas market and we continue to see
weather as a bullish influence on prices that will
limit downside and offer support. The main
cooler risks do not appear on guidance here
until we approach the Day 14 timeframe still.
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/ Weather Trends: NEUTRAL

AO Forecasts

AQ: Observed & ENSM forecasts

PNA Forecasts

PNA: Observed & ENSM forecasts

NAO Forecasts

NAQ: Observed & ENSM forecasts

Coverage: Weekly Natural Gas Market Analysis

Pacific SST Anomalies

SST Anomalies

Return to Home

Section Summary: Weather trends overall support the heat we are forecasting in Week 2 but indicate late in Week 2 into Week 3 there could be an easing of heat
across the East. PNA forecasts may gradually trend back positive, and negative NAO and AO trends are certainly not bearish. Analogs have begun to show more
bearish risks moving later in the month, and other trends and climate models favor a couple of injections of cooler air across the East into early September.
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Key Takeaway: We see risks as skewed in both directions, as a cooling Pacific and negative AAM would seem to increase the bullish risks we see Week 2 but
teleconnection forecasts and some model output show increased bearish risks by late Week 2. We are unsure if weather trends much more bullish through the week.

CPC 3-4 Week GEFS D10 534/576dm Spaghetti GEFS D14 534/576dm Spaghetti Discussion
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A volatile Pacific and often unresponsive atmosphere
to shifting Pacific conditions have continued to
complicate forecasts of where weather models are
likely to trend in the coming week, and accordingly
keep confidence past Day 10 a bit below average. We
see on the GEFS spaghetti charts that Day 10 clearly
has a stronger bullish consensus than Day 14, where a
number of ensemble members show cooler risks
beginning to return across the East. The Day 15
ensemble mean shows a similar trend as well with a
weak trough returning to the East, and the CMC
ensembles have been trending towards more ridging
in the center of the country instead of the East as
EE e L well. The result is that we do not expect the

' : widespread heat seen on model guidance in Week 2
to necessarily continue into Week 3, and we would
not be surprised to see model guidance through the
week gradually cool forecasts in the 11-15 Day
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/ Seasonal Trends: SLIGHTLY BULLISH

Section Summary: Seasonal trends continue to show a variable pattern through the end of the summer and we could have a rather cool fall as well. However, many
of these seasonal trends are also pointing towards a colder winter than we have seen the last two years, something that at this point the natural gas market may not
be properly pricing in. Confidence in bullish winter risks continues to grow as we see the QBO trend negative and any El Nino signal get erased from the Pacific.

Global Sea Surface Temperature Anom Pacific SSTs Stratospheric Temperatures Discussion
Daily SST Anomaly 201 7,03/09 ) SST Anomalies (3.5N-3.55)
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guidance is instead showing an ENSO-neutral winter.
Either a weak Nina or ENSO-neutral winter would hold a
fair level of bullish risks, and that combined with a
favorable QBO and AMM should feature enough cold

-2 weather to support natural gas prices if not rally them
significantly given the complacency we are seeing with
current storage levels. Production increases may be able
to cancel out some of the weather-driven demand
increases, but we see risk skewed bullish in the long-term.
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\, 4 B ESPO KE Coverage: Weekly Natu re Iysis
’ Market Technicals: SLIGHTLY BEARISH —

Section Summary: The September natural gas contract has reversed back lower today and is now hitting support in the $2.92-52.95 level. We do see support here as
remaining quite strong, but we note the winter strip is not as supportive as it once was, and short-term technical upside prices may still be a bit limited. Volatility has
fallen off again despite the rally last week, and trading ranges remain decently below average, allowing a pullback to remain on the table.
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Return to Home

/ Market Technicals: SLIGHTLY BEARISH

Key Takeaway: The September natural gas contract has seen heavy selling pressure today, with the heaviest selling once again at the front of the strip. The result is
that we have seen a number of spreads bull back a bit too in a way that does not appear at all supportive to prices. The move in H/J to this point has been rather
tempered, signifying downside is not all that impressive, and though V/F was appearing more impressive the pullback today there is a bit larger.
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\l« BESPOKE
e / Market Technicals: SLIGHTLY BEARISH

Key Takeaway: Natural gas prices seasonally bottom this week in August before seeing buying into September. This should add some support for prices, though we
note that money managers have still been steadily increasing their outright bearish bets as we head into the winter and they still have ammunition remaining as well.
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Coverage: Weekly Natural Gas Market Analysis
o \,\ BESPOKE Weather Services
/ Weekly Update Disclaimer and Key

Bespoke Weather Services, LLC believes all information contained in this report to be accurate, but we do not guarantee its accuracy. None of the information in this report or any opinions expressed constitutes a solicitation of
the purchase or sale of any securities or commodities.

Key:

CFSv2: American climate model guidance

CPC: Climate Prediction Center

Analog: Previously occurring weather pattern that has similarities to the current one
GEFS: Global Ensemble Forecasting System, American modeling guidance

Teleconnections: Atmospheric indices that measure expected orientation both of upper and lower levels of the atmosphere (ie. MJO, NAO, AO, PNA, etc.)

Bearish Bullish

Current Analysis Last Week’s Analysis

MJO: Madden/Julian Oscillation, a measure of global convection (storminess) placement
GWDDs: Gas Weighted Degree Days (calculated by combining Population Weighted Cooling Degree Days (PWCDDs) with Utility Gas Weighted Heating Degree Days (UGWHDDs)
EIA Forecasts: Our forecast for the weekly change in natural gas stockpiles, going out three or four weeks

Note: All above information is part of this informational key, and is not updated daily.
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