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WATER FUTURES MARKET ANALYSIS 

 

 
 
 
 
 

Welcome to WATERTALK  

by Joshua Bell  

 

CLICK THE LINK BELOW  

 
ά! н ƳƛƴǳǘŜ technical analysis video of H2O futuresέ 
 

 
https://vimeo.com/654858800  
 

 
 

https://vimeo.com/654858800
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NQH2O INDEX PRICE vs H2O FUTURES PRICE 

  
 
The new NQH2O index level of $728.27 was published on the 8th of December, down  
$0.03 or 0.004%. The discount of the futures to the index has narrowed from $31.07 to 
$13.27, we expect this to narrow further in the coming weeks. 
NQH2O is up 45.70% YTD. 
 
Below are the bid offer prices on different expiries being quoted in the market. 
December 21  710@720 
January 22       690@745 
March 22         765@805 
June 22            915@940 
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NQH2O INDEX HISTORY 

 
 
The graph above lays out the Nasdaq Veles water index by year, showing 2013- 2022. In 
very dry years, prices clearly rise through the spring, peaking in May to July (with the 
exception of 2015) as demand for water from farmers peaks. Prices then taper off 
heading into the winter on reduced demand, and the possibility of rain/snow.  
¢ƘŜ ǊŜǎǘǊƛŎǘŜŘ ŀōƛƭƛǘȅ ǘƻ άŎŀǊǊȅέ ǿŀǘŜǊΣ ƳǳŎƘ ƭƛƪŜ ƻƴŜ Ŏŀƴ Řƻ ǿƛǘƘ ŦƛƴŀƴŎƛŀƭ ŎƻƴǘǊŀŎǘǎΣ 
gives this index the same type of seasonal pattern that one sees on some other 
commodities.  
 
The graph for 2021 is highlighted in red. It shows the same seasonal climb, but at record-
high values above each of the last eight years since February.  
Current bids and offers in the market are still higher than historic prices showing that 
expectations are that this is an exceptionally dry year and prices may not fall seasonally 
as much as they have in prior dry years.  
 
(John H Dolan, CME Market Maker) 
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H2O FUTURES AND NQH2O INDEX VOLATILITY ANALYSIS  

 
DAILY VOLATILITY 
Over the last week the December future volatility high has been 1.83% on December 8th   
with lows of 0% on December 2nd -7th.  

 
For the week ending on the December 8th the two-month futures volatility is at a 
premium of 5.75% to the index, down 0.22% from the previous week. The one-month 
futures volatility is at a premium of 5.23% to the index, down 0.24% from last week. The 
one-week futures volatility is at a premium of 2.35% to the index, up 0.58% from the 
previous week. We expect the volatility premiums in the futures to remain until there is 
a fully established price trend in the underlying index.  
 
 
Above prices are all HISTORIC VOLATILITIES and IMPLIED VOLATILITIES will be 
introduced once an options market has been established. All readings refer to closing 
prices as quoted by CME. 
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Daily H2O Futures Volatility vs Daily NQH2O Index 
Volatility

H2O Volatility NQH2O Volatility

ASSET 1 YEAR (%) 2 MONTH (%) 1 MONTH (%) 1 WEEK (%) 

NQH2O INDEX 34.76% 5.10% 2.36% 0.045% 
H2O FUTURES N/A 10.86% 7.35% 2.39% 
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CENTRAL VALLEY PRECIPITATION REPORT 

 
Central Valley average is calculated using data from 19 weather stations in the Central Valley, California.  
Data as of 08/ 12/2021 

STATION 
MTD 

(INCHES) 

WEEK ON 
WEEK 

CHANGE 
(INCHES) 

% OF 20 YEAR 
AVERAGE 

MTD 

2022 WYTD  VS 
2021 WYTD 

% 

2022 WY VS 20 
YEAR 

AVERAGE TO 
DATE % 

SAN JOAQUIN 5 
STATION (5SI) 

0.03 0.00 0.44% 25 108 

TULARE 6 STATION 
(6SI) 

0 0.00 0.00% 17 60 

NORTHERN SIERRA 8 
STATION (8SI) 

0.12 0.12 0.00% 35 157 

CENTRAL VALLEY 
TOTAL 

0.15 0.00 0.15% 26 108 

 

RESERVOIR STORAGE 

RESERVOIR STORAGE (AF) % CAPACITY 
LAST YEAR % 

CAPACITY 
HISTORIC ANNUAL 

AVERAGE CAPACITY % 

TRINITY LAKE 705,728 29 52 50 

SHASTA LAKE 1,114,908 24 44 45 

LAKE OROVILLE 1,057,768 30 36 60 

SAN LUIS RES 483,641 24 46 44 

 
Reference: California Water Data Exchange  
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SNOWPACK WATER CONTENT 

  

 
*Snow Water Equivalent, or SWE, is a commonly used measurement used by hydrologists and water 
managers to guage the amount of liquid water contained within the snowpack. In other words, it is 
the amount of water that will be released from the snowpack when it melts. SWE has regional 
variance. 
** April 1st is used as the benchmark as it when the snowpack in California is generally deepest. It 
has been used the benchmark date since 1941 by DWR and can be used to predict spring river flow. 

 
 
 

REGION 

*SNOWPACK 
WATER 

EQUIVALENT 
(INCHES) 

WEEK ON 
WEEK 

CHANGE % 

% OF 
AVERAGE 
LAST YEAR 

% OF 20 YEAR  
HISTORICAL 
AVERAGE 

% OF 
HISTORICAL 
**APRIL 1ST 
BENCHMARK 

NORTHERN 
SIERRA 

0.7 0.00% 40 15 3 

CENTRAL 
SIERRA 

0.9 0.00% 44 15 3 

SOUTHERN 
SIERRA 

1.1 0.00% 17 29 5 

STATEWIDE 0.9 0.00% 36 15 3 
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DROUGHT MONITOR 

The US Drought Monitor release their statistics with a 1-week lag to this report. Over 
the past week there has been a 0% change in drought conditions in California. 
 
The U.S. Drought Monitor is jointly produced by the National Drought Mitigation Center at the University of Nebraska-Lincoln, the United States Department 
of Agriculture, and the National Oceanic and Atmospheric Administration. Map courtesy of NDMC. 
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CURRENT SATELLITE IMAGERY 
The current satellite picture shows a storm 
system over the San Francisco area bringing 
moisture and precipitation to the Northern 
Central Valley region. Precipitation is expected 
to reach as far south as the Los Angeles region 
today moving eastwards over the Sierra Nevada. 
 
There is a further frontal system developing over 
the NW Pacific which should bring further 
precipitation to the region early next week 
including the Central Valley and moving once 
again as far south as the Los Angeles region. 
 
There is very little moisture inflow from the 
South into Southern Arizona and New Mexico 
 
Monsoonal effects are not prevalent on this 

satellite picture at present as it appears this moisture inflow from the 
South may have ceased for the year. Our long-term models are still 

showing the potential for greater precipitation to reach the SW and Western US this 
winter. 
 
10 Day Outlook 
Overall forecast is in good shape for the weekend, 
with another system approaching from the Pac NW 
Sunday into Monday. 12Z runs of both the EC and 
GFS have come in with slightly higher totals for the  
Sunday evening and overnight period, giving a 
bump up to confidence in the system. Expect the 
focus of precipitation to be during the daytime and 
evening hours along the coast, shifting southward 
and inland overnight into Monday. The GFS has 
trended towards a bit wetter moisture plume, and 
this combined with favorable jet dynamics has  
led to the increased QPF. In addition, both 
deterministic models sped up the frontal passage 
by just a bit, and the afternoon update reflects that 
change. 
Reference: National Weather Service / California Nevada RFC / Sacramento CA 

Ref. Dark Sky 
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WESTERN WEATHER DISCUSSION  
 
Pacific weather systems brought 0.5-3.0 inches of precipitation to coastal portions of 
Oregon and Washington, with 5 inches or more falling in non-drought areas of northwest 
Washington. Half an inch to locally 2 inches also fell over parts of the northern Rockies, 
while locally up to half an inch occurred over a few parts of the southern Rockies. 
Otherwise, much of the West was dry. Drying soils and mounting 3-month precipitation 
deficits prompted expansion of moderate to extreme drought in parts of New Mexico. 
bƻǾŜƳōŜǊ ну ¦{5! ǊŜǇƻǊǘǎ ƘŀŘ ум҈ ƻŦ bŜǿ aŜȄƛŎƻΩǎ ǘƻǇǎƻƛƭ ǎƘƻǊǘ ƻǊ ǾŜǊȅ ǎƘƻǊǘ ƻŦ 
moisture. Otherwise, no change occurred to the vast areas of moderate to exceptional 
drought which covers the West. 
 
Reference:  
 
Richard Heim, NOAA/NCEI 
 
Denise Gutzmer, National Drought Mitigation Center 
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WATER NEWS 

CALIFORNIA WATER NEWS 
In shocking decision, drought-stricken parts of California will get 0% of water they've 
asked for 
/ŀƭƛŦƻǊƴƛŀΩǎ ŘǊƻǳƎƘǘ conditions have become so extreme that the state government 
ŀƴƴƻǳƴŎŜŘ ƛǘ ǿƻǳƭŘƴΩǘ ōŜ ŀƭƭƻŎŀǘƛƴƎ ŀƴȅ ƻŦ ǘƘŜ ǊŜǉǳŜǎǘǎ ŦƻǊ ǿŀǘŜǊ ƛǘ ǊŜŎŜƛǾŜŘ ŦǊƻƳ 
districts across the state. 
 
A kayaker fishes in Lake Oroville as water levels remain low due to continuing drought 
conditions in Oroville, Calif., on Aug. 22, 2021. Ethan Swope/ AP 

 
/ŀƭƛŦƻǊƴƛŀΩǎ 5ŜǇŀǊǘƳŜƴǘ ƻŦ ²ŀǘŜǊ wŜǎƻǳǊŎŜǎ ό5²wύ announced this week that it would 
only allow enough water for health and safety measures, like for drinking and bathing. 
Any additional water supply requests for things like irrigation, landscaping or gardening 
would not be granted. 
/ŀƭƛŦƻǊƴƛŀΩǎ State Water Project (SWP) provides water supply to 27 million people and 
трлΣллл ŀŎǊŜǎ ƻŦ ŦŀǊƳƭŀƴŘΣ ōǳǘ ƛǘΩǎ Ƨǳǎǘ ƻƴŜ ǎƻǳǊŎŜ ƻǳǘ ƻŦ ǘƘŜ нф ŘƛǎǘǊƛŎǘǎ ƛǘ ǎŜǊǾŜǎΦ !ōƻǳǘ 
30 percent of water from the SWP is currently used for irrigation, mostly in the San 
Joaquin Valley, and about 70 percent is used for residential, municipal and industrial 
purposes. 
ά¢ƘŜ ŎƻƴŘƛǘƛƻƴǎ ƻƴ ǘƘŜ {ǘŀǘŜ ²ŀǘŜǊ tǊƻƧŜŎǘ ŀǊŜ ǳƴƭƛƪŜ ŀƴȅǘƘƛƴƎ ǿŜΩǾŜ ŜǾŜǊ ǎŜŜƴ ōŜŦƻǊŜΦ 
While we certainly hope they improve, we must be prepared for the reality that the state 
ǇǊƻƧŜŎǘ Ƴŀȅ ƴƻǘ ƘŀǾŜ ŀƴȅ ǿŀǘŜǊ ǘƻ ŀƭƭƻŎŀǘŜ ƛƴ нлннΣέ ǎŀƛŘ !ŘŜƭ IŀƎŜƪƘŀƭƛƭΣ ƎŜƴŜǊŀƭ 
manager of the Metropolitan Water District of Southern California. 

 
 The decision came as California experiences unprecedented droughts, as the National 
Integrated Drought Information System (NIDIS) considers 100 percent of the state to be 
in a state of moderate drought, while 47 percent is in exceptional drought conditions, 
the most severe ranking NIDIS has. 
The conditions have only worsened as California has experienced a record-breaking 
wildfire season and multiple heatwaves. 
These extreme weather conditions have had serious impacts on local water supplies, 
with bL5L{ ŀƭǎƻ ǊŜŎƻǊŘƛƴƎ ǘƘŀǘ /ŀƭƛŦƻǊƴƛŀΩǎ [ŀƪŜ hǊƻǾƛƭƭŜ ƛǎ ōŜƭƻǿ ǘƘŜ ǇǊŜǾƛƻǳǎ ǊŜŎƻǊŘ ƭƻǿ 
level. Most of the 10 largest reservoirs in Northern California are below the 25th 
percentile levels for this time of year.  
California is attempting to solve its water crisis by leveraging the resources it still has, 
ǿƛǘƘ ǘƘŜ ǎǘŀǘŜΩǎ 5²w ǎŀȅƛƴƎ ƛǘΩǎΣ άŎŀǇǘǳǊƛƴƎ ŀƴŘ ǎǘƻǊƛƴƎέ ǿŀǘŜǊ ǿƘŜƴŜǾŜǊ Ǉossible in 
Lake Oroville and in the San Luis Reservoir to increase supplies for next year. Along with 
ǇǊƛƻǊƛǘƛȊƛƴƎ ǿŀǘŜǊ ǎǳǇǇƭȅ ŦƻǊ ǘƘŜ ƘŜŀƭǘƘ ŀƴŘ ǎŀŦŜǘȅ ƻŦ /ŀƭƛŦƻǊƴƛŀΩǎ ǊŜǎƛŘŜƴǘǎΣ 5²w ǎŀƛŘ ƛǘ 

https://water.ca.gov/News/News-Releases/2021/Dec-21/SWP-December-Allocation
https://californiaglobe.com/fl/state-water-project-announces-0-allocation-of-requested-water-to-districts/
https://www.mwdh2o.com/newsroom-press-releases/metropolitan-general-manager-issues-statement-on-announcement-of-zero-percent-allocation-for-state-water-project/
https://www.drought.gov/drought-status-updates/drought-status-update-california-nevada-6
https://www.drought.gov/drought-status-updates/drought-status-update-california-nevada-6
https://cnap.ucsd.edu/tracking-reservoir-storage-in-eight-northern-california-major-reservoirs-drought-yrs-2020-2021/



