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A confluence of factors has drawn the market’s atten-
tion to natural gas demand. An inflection in electricity
demand and a wave of liquefied natural gas (LNG) exports
are set to further accelerate already solid natural gas
demand trends. We believe US infrastructure is poised to
answer the call.

US Natural Gas Demand Reached Record High
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US electricity demand—which has been flat for 20 years
due in large part to efficiency gains—is expected to return
to growth driven by data center, reshoring of US manu-
facturing, and electrification trends. According to a report
by Grid Strategies, FERC filings show grid planners now
expect US electricity demand to grow 4.7% over the next
five years (up from estimates of 2.6% last year). Since these
filings, many utilities have further increased demand fore-
casts. PJM Interconnect, which oversees the nation’s largest
regional grid (spanning from IL to NJ) is expecting an addi-
tional 10,000 megawatts of demand by 2030 that was not
included in their previous forecast last year. That would be
like adding another New York City to the grid. Other industry
forecasts suggest growth of upwards of 20% by 2030-2035.

Data center proliferation is expected to be the largest
source of electricity demand growth. The nation’s 2,700
data centers used more than 4% of the country’s total
electricity in 2022 according to the International Energy
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Agency (IEA), and by 2026 are expected to consume 6%.
Data center forecasts continue to be revised upward. In
September 2024, McKinsey raised their expected data
center demand growth by 2030 to 55 GW—from their
prior forecast of 35 GW earlier in the year.

How do growing electricity needs drive natural gas
dynamics? Natural gas currently accounts for over 40% of
US electricity generation. And natural gas will be used to
meet a material portion of the incremental demand—as
intermittent renewable additions will have to be supple-
mented with dispatchable generation (that is, natural gas
power generation can be turned up or turned down to fill
the gap between power demand and production). We feel
that this should add another leg to the natural gas growth
story which had previously been driven by replacing coal
generation with natural gas fired power. As natural gas
replaced coal, electric power became a larger piece of
natural gas demand, rising from 23% to 40% of consump-
tion from 2003 to 2023.
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Rhodium Group, Empirical Research Partners Analysis. Republished with permission
from Empirical Research Partners. 2022-2026e estimates from the EIA; 2035e estimate
from Rhodium group. Used with the permission of Empirical Research Partners.

INVESTMENT PRODUCTS: ARE NOT FDIC INSURED - MAY LOSE VALUE - ARE NOT BANK GUARANTEED

Natural Gas Tailwinds: Data Centers, US Manufacturing, Electrification, and LNG Exports—Monday, December 2, 2024

page 1 0of 3



US Natural Gas Consumption by End Use
2003

\\ Industrial 32%
Electric Power 23%
—— Residential 23%

Commercial 14%
Lease & Plant Fuel 5%

{ Pipeline & Distribution Use 3%

2023

Electric Power 40%
Industrial 26%

Residential 14%

Commercial 10%

Lease & Plant Fuel 6%

Pipeline & Distribution Use 4%

As of December 31, 2023. Sources: EIA; Miller/Howard Research & Analysis.

Outside of increasing domestic consumption, LNG exports
create a final growth driver. After exporting its first cargo
in 2016, the US became the world’s largest exporter of LNG
in 2023. LNG export facilities under construction in North
America are expected to double LNG export capacity over
the next three years.

Overall, we believe these tailwinds will require another 20
Bcf/d of natural gas (data centers +7 Bcf/d, reshoring +3
Bcf/d, and LNG +12 Bcf/d). This equates to growth of nearly
20% as the US currently produces ~103 Bcf/d of natural gas.
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Sources: US Energy Information Administration, Short-Term Energy Outlook,
September 2024; Miller/Howard Research & Analysis.
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Who will be the beneficiaries of these tailwinds?

We see beneficiaries of these tailwinds throughout the
energy value chain. We believe that upstream exploration
and production (E&P) companies that produce natural gas,
midstream energy companies who transport natural gas,
and utilities that provide the power to the data centers are
positioned to reap most of the benefits.

How is Miller/Howard positioned?

Our North American Energy portfolio is a highly diversi-
fied way to gain exposure across the entirety of the North
American natural gas value chain, from wellhead produc-
tion of natural gas to gathering, processing, transportation,
distribution, export and related services. Portfolio compa-
nies offer exposure to both the volume and price of the
commodity. We believe our producers possess decades of
low-cost inventories of North American-sourced natural
gas and the means to get it to growing electrification, data
center, and overseas export markets.

Our MLP & Midstream Energy Income portfolio is 100%
midstream, with the majority of the portfolio’s income
derived from companies that transport and store natural
gas. The companies we invest in are volume- driven
(versus being highly commodity-price sensitive), and we
believe that these thematic tailwinds should have a posi-
tive impact on midstream gathering, transportation, and
storage volumes—ultimately reinforcing midstream as a
source of high and growing income for investors.

Our Infrastructure portfolio is well positioned to take
advantage of these opportunities with broad-based expo-
sure across multiple sectors. We expect utilities to benefit
from requlated power generation and transmission proj-
ects, independent power producers to benefit from
tighter power markets (and the resulting higher power
prices), and midstream to benefit from higher throughput
volumes. Overall, we feel that these growth drivers should
bolster the Infrastructure portfolio’s ability to provide a
high and rising-income stream for investors.

Our Utilities Plus portfolio provides concentrated utility
exposure. We expect increasing electricity demand to
provide additional opportunities to deploy capital into
power generation and transmission projects. Within the
regulated business model, we believe this should bolster
earnings growth, reinforcing utilities” ability to pay high
and rising dividends.

As always, Miller/Howard is dedicated to providing high
and rising income to our clients. We expect our portfo-
lios’ dividends to be well supported over the next several
years as our holdings are poised to participate in these
burgeoning tailwinds. B
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Opinions and estimates offered constitute Miller/Howard Investments’ judgment and are subject to change without notice, as are
statements of financial market trends, which are based on current market conditions. Nothing stated herein, including the mention
of specific company names, should be construed as a recommendation to buy, hold, or sell any security, sector, or MLPs in general. To
receive a list of all recommendations for the previous year, please email compliance@mhinvest.com. All investments carry a certain
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be no assurance that any asset class will provide positive performance over any period of time. The material may also contain for-
ward-looking statements that involve risk and uncertainty, and there is no guarantee they will come to pass.

Common stocks do not assure dividend payments. Dividends are paid only when declared by an issuer’s board of directors, and the
amount of any dividend may vary over time. Dividend yield is one component of performance and should not be the only consider-
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The information above is from sources deemed to be reliable and is provided strictly for the convenience of our investors and their ad-
visors. These materials are solely informational. Legal, accounting and tax restrictions, transaction costs, and changes to any assump-
tions may significantly affect the economics of any transaction.

The information and analyses contained herein are not intended as tax, legal, or investment advice and may not be appropriate for
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