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Summary 

• Natural gas prices have steadily increased since April, reaching a seven-year high of $4.91 per million 
British Thermal Unit (MMBtu) on September 8.  

• With prices improving, expectations for natural gas production are also moving higher. As volume-driven 
businesses, the expected recovery in natural gas production bodes well for midstream, which plays a 
critical role in the natural gas value chain. 

• While the near-term improvement in natural gas fundamentals is positive, the constructive long-term 
outlook for production and demand in the US and expectations for global demand growth also bode well 
for midstream in the coming years.  
 

While many have probably noticed higher gasoline prices lately (read more), the doubling of Henry Hub natural gas 

prices since April may have been less apparent. What has driven the rally in natural gas, and what do improving 

fundamentals mean for midstream? Today’s note looks at these items and the constructive long-term outlook for 

natural gas. 

Natural gas prices rally to multi-year highs 
Natural gas prices have steadily increased since April driven by strong domestic consumption through one of the 

hottest summers on record and growing liquefied natural gas (LNG) exports as demand improves overseas. 

Meanwhile, on the supply side, US production has been largely stable as exploration and production companies 

remain committed to capital discipline. Inventory injections through the summer have fallen short of five-year 

averages, setting the stage for below-average inventories entering heating season on November 1 when prices 

tend to be stronger seasonally (read more). Prolonged Gulf of Mexico production outages from Hurricane Ida in 

late August have further exacerbated the supply situation — driving natural gas prices to a seven-year high of 

$4.91 per million British Thermal Unit (MMBtu) on September 8.  

 

https://insights.alerian.com/gasoline-prices-and-how-midstream-helps-fill-your-tank?_ga=2.94068893.1861259956.1631539905-2073473033.1631539905
https://www.cbsnews.com/news/record-temperatures-summer-2021-dust-bowl-1936/
https://www.eia.gov/todayinenergy/detail.php?id=49096
https://www.eia.gov/todayinenergy/detail.php?id=49096
https://insights.alerian.com/seasons-greetings-energy-seasonality-and-midstream
https://www.reuters.com/business/energy/over-80-oil-output-gulf-mexico-still-offline-week-after-ida-2021-09-06/
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Stronger prices are supporting upward revisions to US natural gas production estimates. 
With prices improving, expectations for natural gas production are also moving higher. In its September Short-

Term Energy Outlook, the US Energy Information Administration (EIA) estimated marketed natural gas production 

of 102.7 billion cubic feet per day (Bcf/d) in 2022.  Relative to the EIA’s projections in May 2021, estimates for 2022 

have increased by more than 2.5 Bcf/d (+2.6%). As shown below, the EIA is forecasting annual production growth 

of almost 4% for 2022. Notably, the EIA expects production to surpass the pre-pandemic high from December 2019 

of 104.2 Bcf/d in August 2022 and forecasts that production will exit 2022 at 106.1 Bcf/d.  

 

https://www.eia.gov/outlooks/steo/index.php
https://www.eia.gov/outlooks/steo/index.php
https://www.eia.gov/outlooks/steo/archives/May21.pdf
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Higher natural gas production and exports fare well for midstream.  
As volume-driven businesses, the expected recovery in natural gas production bodes well for midstream. 

Midstream companies are key players in the natural gas value chain through their involvement in gathering and 

processing, as well as transporting natural gas and natural gas liquids (NGLs). For context, raw natural gas must be 

gathered by pipeline and moved to a processing facility, where impurities are removed and NGLs separated. NGLs 

are further processed at fractionation facilities. While these activities indirectly support exports, some midstream 

companies are directly involved in LNG and NGL exports. For example, Enterprise Products Partners (EPD) owns 

marine terminals on the Houston Ship Channel that export propane, butane, and ethane. Cheniere Energy (LNG) is 

the second-largest LNG operator globally and the largest LNG producer in the US. Kinder Morgan (KMI) also has 

interests in LNG terminals. US LNG exports reached new highs in 1H21 and more than doubled in June on a year-

over-year basis, while pipeline exports to Mexico rose steadily through 2021 to establish a monthly record in June.  

While some investors may think of midstream companies as primarily operating oil pipelines, many names 

generate the majority of their cash flows from assets focused on natural gas. In Alerian’s broadest midstream 

index, the Alerian Midstream Energy Index (AMNA), over 70% of the index by weighting is focused on natural gas 

as shown below. Some of the large C-Corps in the space are classified as Pipeline Transportation│Natural Gas. As 

such, the exposure to natural gas in the Alerian MLP Infrastructure Index is more modest at ~50% as shown. 

Notably, with fundamentals improving, many midstream corporations and MLPs with assets servicing natural gas 

and NGLs increased their 2021 EBITDA guidance or pointed to the high-end of their full-year guidance range on 

2Q21 earnings calls (read more).  

 

 

Constructive long-term outlook for natural gas bodes well for midstream.  
Given that many midstream companies primarily generate fees by transporting and processing natural gas, it bears 

noting that the long-term outlook for natural gas is supportive. As shown in the charts below from the EIA’s 2021 

Annual Energy Outlook, US production and consumption of natural gas is expected to increase through the 

forecast period to 2050. Taking a more global view, the International Energy Agency’s latest Gas Market Report 

estimates that global gas demand in 2024 will be 7% higher than pre-pandemic levels, with Asia Pacific driving 

nearly half of the expected growth. Broadly, natural gas has a role to play as a substitute for coal, and as 

renewable power gains more traction, natural gas is expected to be a source of energy security when unexpected 

weather conditions interrupt supplies of renewable power. For example, Brazil, which relies on hydropower to 

generate about 65% of the country’s electricity, imported record volumes of US LNG in June upon experiencing its 

worst drought in over 90 years.  

https://www.alerian.com/education/resources/energy-value-chain/?_ga=2.59891693.1797834897.1631124447-411644463.1630085447
https://www.enterpriseproducts.com/
https://www.enterpriseproducts.com/operations/ngl-pipelines-services/ngl-export-import-facilities
https://www.cheniere.com/
https://www.cheniere.com/about
https://www.kindermorgan.com/home
https://www.kindermorgan.com/Operations/Natural-Gas/Index#tabs-lng_terminals
https://www.eia.gov/todayinenergy/detail.php?id=48876
file:///C:/Users/Stacey/Downloads/establish%20a%20monthly%20record%20in%20June
https://www.alerian.com/indexes/amna-index/
https://www.alerian.com/indexes/amzi-index/
https://insights.alerian.com/tailwinds-and-supportive-policy-reassure-midstream-outlook
https://www.eia.gov/outlooks/aeo/consumption/sub-topic-01.php
https://www.eia.gov/outlooks/aeo/consumption/sub-topic-01.php
https://www.iea.org/reports/gas-market-report-q3-2021/overview-and-key-findings
https://www.eia.gov/todayinenergy/detail.php?id=49436
https://www.eia.gov/dnav/ng/hist/ngm_epg0_eng_nus-nbr_mmcfm.htm
https://earthobservatory.nasa.gov/images/148468/brazil-battered-by-drought
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Bottom Line:  
While the near-term improvement in natural gas fundamentals is positive, the constructive long-term outlook for 

production and demand in the US and expectations for global demand growth also bode well for midstream in the 

coming years.  

 

 

AMZI is the underlying index for the Alerian MLP ETF (AMLP) and the ETRACS Alerian MLP Infrastructure Index ETN 

Series B (MLPB). AMNA is the underlying index for the ETRACS Alerian Midstream Energy Index ETN (AMNA).  
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Disclaimers 

This Document Is Impersonal and Not a Solicitation. In 

jurisdictions where Alerian, S-Network Global Indexes, or their 

affiliates do not have the necessary licenses, this document does 

not constitute an offering of any security, product, or service. 

Alerian and S-Network Global Indexes receive compensation in 

connection with licensing its indices to third parties. All 

information provided by Alerian and S-Network Global Indexes in 

this document is impersonal and not customized to the specific 

needs of any entity, person, or group of persons. Alerian, S-

Network Global Indexes, and their affiliates do not endorse, 

manage, promote, sell, or sponsor any investment fund or other 

vehicle that is offered by third parties and that seeks to provide 

an investment return linked to or based on the returns of any 

Alerian or S-Network Global Indexes index. 

No Advisory Relationship. Alerian and S-Network Global Indexes 

are not investment advisors, and Alerian, S-Network Global 

Indexes, and their affiliates make no representation regarding 

the advisability of investing in any investment fund or other 

vehicle. This document should not be construed to provide 

advice of any kind, including, but not limited to, tax and legal. 

You Must Make Your Own Investment Decision. It is not possible 

to invest directly in an index. Index performance does not reflect 

the deduction of any fees or expenses. Past performance is not a 

guarantee of future returns. You should not make a decision to 

invest in any investment fund or other vehicle based on the 

statements set forth in this document, and are advised to make 

an investment in any investment fund or other vehicle only after 

carefully evaluating the risks associated with investment in the 

investment fund, as detailed in the offering memorandum or 

similar document prepared by or on behalf of the issuer. This 

document does not contain, and does not purport to contain, the 

level of detail necessary to give sufficient basis to an investment 

decision. The addition, removal, or inclusion of a security in any 

Alerian or S-Network Global Indexes index is not a 

recommendation to buy, sell, or hold that security, nor is it 

investment advice. 

No Warranties. The accuracy and/or completeness of any Alerian 

or S-Network Global Indexes index, any data included therein, or 

any data from which it is based is not guaranteed by Alerian or S-

Network Global Indexes, and it shall have no liability for any 

errors, omissions, or interruptions therein. Alerian and and S-

Network Global Indexes make no warranties, express or implied, 

as to results to be obtained from use of information provided by 

Alerian and S-Network Global Indexes and used in this service, 

and Alerian and S-Network Global Indexes expressly disclaim all 

warranties of suitability with respect thereto. 

Limitation of Liability. While Alerian and S-Network Global 

Indexes believe that the information provided in this document 

is reliable, Alerian and S-Network Global Indexes shall not be 

liable for any claims or losses of any nature in connection with 

the use of the information in this document, including but not 

limited to, lost profits or punitive or consequential damages, 

even if Alerian and S-Network Global Indexes have been advised 

of the possibility of same. 

Research May Not Be Current. This document has been prepared 

solely for informational purposes based on information generally 

available to the public from sources believed to be reliable. 

Alerian and S-Network Global Indexes make no representation as 

to the accuracy or completeness of this document, the content 

of which may change without notice. Alerian and S-Network 

Global Indexes expressly disclaim any obligation to update the 

contents of this document to reflect developments in the energy 

Master Limited Partnership sector. The methodology involves 

rebalancings and maintenance of indices that are made 

periodically throughout the year and may not, therefore, reflect 

real-time information. 

Linked Products. Alerian and S-Network Global Indexes licenses 

its indexes to third parties for the creation of investment funds 

or other vehicles. Alerian and S-Network Global Indexes are not 

responsible for the information on these websites or for 

anything that they provide. 

Policies and Procedures. Analytic services and products provided 

by Alerian and S-Network Global Indexes are the result of 

separate activities designed to preserve the independence and 

objectivity of each analytic process. Alerian and S-Network 

Global Indexes have established policies and procedures to 

maintain the confidentiality of material non-public information 

received during each analytic process. Alerian, S-Network Global 

Indexes, and their affiliates provide a wide range of services to, 

or relating to, many organizations, and may receive fees or other 

economic benefits from these organizations. 

Copyright. No Unauthorized Redistribution. Alerian and S-

Network Global Indexes © 2021. All rights reserved. This 

document, in whole or in part, may not be redistributed, 

reproduced, and/or photocopied without prior written 

permission. 
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