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Natural-gas glut might slow U.S. drilling
boom
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A natural-gas well pad sits nerRifle and the Roan Plateau in 2008. Storage space is running out.
(David Zalubowski, AP file)

NEW YORK — The U.S. natural-gas market is bursting at the seams.

So much natural gas is being produced that soon there might be nowhere left to put the
country's swelling surplus. After years of growth, natural-gas producers are retrenching.

The underground salt caverns, depleted oil fields and aquifers that store natural gas are
rapidly filling up after a balmy winter depressed demand for home heating.

The glut has benefited businesses and homeowners that use natural gas. But with natural-
gas prices at a 10-year low — and falling — companies that produce the fuel are
becoming victims of their drilling successes. Their stock prices are falling in anticipation
of declining profits and scaled-back growth plans.

Some of the nation's biggest natural-gas producers, including Chesapeake Energy,
ConocoPhillips and Encana Corp., have announced plans to slow down.

"They've gotten way ahead of themselves, and winter got way ahead of them, too," said
Jen Snyder, head of North American gas for the research firm Wood Mackenzie. "There
hasn't been enough demand to use up all the supply being pushed into the market."

So far, efforts to limit production have barely made a dent. Unless the pace of production
declines sharply or demand picks up significantly this summer, analysts say, the nation's
storage facilities could reach their limits by fall.




That would cause the price of natural gas, which has been halved over the past year, to
nosedive. Citigroup commodities analyst Anthony Yuen said the price of natural gas —
now $2.08 per 1,000 cubic feet — could briefly fall below $1.

Since October, the number of drilling rigs exploring for natural gas has fallen by 30
percent to 658, according to the energy services company Baker Hughes. Some of the
sharpest drop-offs have been in the Haynesville Shale in Northwestern Louisiana and
East Texas and the Fayetteville Shale in Central Arkansas. But natural-gas production is
still growing, the result of a five-year drilling boom that has peppered the country with
wells.

The workers and rigs aren't being sent home. They are instead being put to work drilling
for oil, whose price has averaged more than $100 a barrel for months.



