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Figure 1.  Current Natural Gas PricesFigure 1.  Current Natural Gas Prices: Well AboveWell Above
the Recent Price Rangethe Recent Price Range
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Figure 2. U.S. Working Gas in StorageFigure 2. U.S. Working Gas in Storage
(Percent Difference from Previous 5-year Average)

Sources: History:  EIA;  Projections: Short-Term Energy Outlook, December 2000.
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Figure 3. Natural Gas Spot PricesFigure 3. Natural Gas Spot Prices: Base Case andBase Case and
95% Confidence Interval95% Confidence Interval

Sources: History: Natural Gas Week;  Projections: Short-Term Energy Outlook, December 2000.
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Average Midwest Household Consumption, U.S . Prices

97-98 98-99 99-00 00-01
Actual Actual Actual B ase Fcst

Mcf 82.4 84.5 81.7 90.6

$541 $530 $540 $834

($/Mcf) $6.56 $6.27 $6.61 $9.21

Source: Energy Information Administration

Cost ($)

Figure 4.  Consumer Natural Gas Winter Heating CostsFigure 4.  Consumer Natural Gas Winter Heating Costs
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The current short-term supply difficulties are expected to be resolved over the longer term, moving

the market back toward an improved demand and supply balance, yielding wellhead prices closer

to long-term historical trends.  In EIA’s Annual Energy Outlook (AEO2001) reference case, average

natural gas wellhead prices are projected to return to the historical trend by 2004 and gradually

increase thereafter, driven by natural gas demand growth, particularly in electric generation, and the

natural progression of the discovery process from larger and more profitable fields to smaller, more

costly ones.  However, available natural gas resources in the United States combined with supplies

from foreign sources are believed to be adequate to meet demand increases expected through 2020.

In addition, continued improvements in exploration and production technologies to aid in the

discovery and development in resources�particularly offshore deepwater and onshore

unconventional gas (tight sands, coalbed methane, and gas shales) fields�are expected to help keep

wellhead prices from rising rapidly.  Wellhead prices for natural gas in the lower 48 States (in 1999

dollars) are projected to reach $3.13 per thousand cubic feet in 2020 (1999 dollars) or $5.03 in

nominal dollars.

Domestic consumption is expected to increase at a faster rate than domestic production over the

20-year forecast period, with imports making up the difference.  Natural gas consumption is

projected to increase from 21.4 trillion cubic feet in 1999 to almost 35 trillion cubic feet by 2020 (a

62 percent increase) and production is projected to increase from 18.8 trillion cubic feet in 1999 to

29.1 trillion cubic feet in 2020 (an increase of 55 percent). Natural gas imports, particularly from

Canada, have been rising significantly in recent years, and in percentage terms they are expected to

outpace domestic production over the forecast period.  Net natural gas imports are projected to grow

from 3.4 trillion cubic feet in 1999 to 5.8 trillion cubic feet by 2020, an increase of more than 70

percent. Imports from Canada are projected to remain competitive with U.S. domestic supplies in

the outlook because most Canadian gas producing regions are less mature than those in the United

States, so they benefit from a better potential for additional low-cost production.  Net imports from
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Canada increase from 3.3 trillion cubic feet in 1999 to 5.5 trillion cubic feet in 2020 at an average

annual rate of 2.4 percent. 

Expected Alaskan natural gas production in the EIA long-term outlook does not include gas from

the North Slope, which primarily is being reinjected to support oil production.   Alaskan gas is not

expected to be transported to the lower 48 States because the projected prices in the mid- to long-

term forecast period are not believed to be high enough to support the required transport system.  A

sustained U.S./Canada border price of about $4 per thousand cubic feet in 1999 dollars is assumed

to be necessary to bring natural gas from the North Slope to the lower 48 States.  Production from

the North Slope could be substantial and, if transported by pipeline to the lower 48 States, would

most likely displace future expected Canadian imports.

Resources in restricted areas (where drilling is presently constrained or prohibited) also are not

included in the natural gas resource base underlying the AEO2001 projections.  An estimated 551

trillion cubic feet of the remaining untapped natural gas resource base in the United States underlies

Federally-owned lands and approximately 215 trillion cubic feet of that gas is estimated to be

unavailable for development due to moratoria and/or restrictions.  The Rocky Mountain region has

significant resources from unconventional sources that are currently restricted.  An estimated 45

percent of the technically recoverable unconventional gas resource base in the Rocky Mountain

region, or roughly 108 trillion cubic feet, is off limits due to environmental and access constraints.

Increased access to these areas could provide new fields to replace older fields and serve to mitigate

future natural price increases.  However, the importance of these resources should not be overstated,

as many of these technically recoverable resources are expected to be quite costly to develop. 
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