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A Week in Review Pricing Focus: 

 
Given current price levels, con-

sider finishing out December 

buying.  Now may also be a 

time to consider a longer-term 

buy for price stability.  We still 

believe, however, that the first 

quarter decline is going to be 

the ideal time for some more 

aggressive buying for 2010 and 

2011. 

6 to 10 Day Outlook: 

Valid: Nov 11 - Nov 15, 2009 

National Weather Service Forecasts:  Issued  11/05/09 

11/09 Expiration Price:    
$4.289 per MMBtu 

EIA Storage Report  
 

Week Ending 10/30/09 (in Bcf)  
 
                        + Injection         Total  
                     ( Withdrawal)   Inventories 
This Year +29 3,788 
Last Year         +23 3,409 
5-Year Avg. +29 3,374 

 
Yesterdayôs injection report should 
ñtechnicallyò market the end of the injection 
season.  However, with the above-normal 
temperatures, an injection is expected next 
week as well. 

The past week has been entirely about Mother Nature.  After what was a 

cold October for most parts of the nation, above normal temperatures have 

blanketed the eastern half of the U.S. are expected to linger into next 

week.  Yesterdayôs storage injection for the week ending October 31 took 

inventories to 3,788 Bcf, 379 Bcf more than last year at this time.  Techni-

cally, October 31 is the end of the injection season and November 1 marks 

the start of the withdrawal season.  However, temperatures for many re-

gions that consume storage are actually warmer now than they were in 

mid-October and there were still injections in mid-October.  Thus, it is 

feasible that injections could continue for the next week and maybe even 

two weeks.  Overall, the December 2009 natural gas NYMEX contract 

has fallen from $5.045 per MMBtu last Friday to below $4.70 per MMBtu 

as of this writing.  The next level of major support resides at $4.60 per 

MMBtu and while that will likely be tested, it is unlikely that natural gas 

prices will collapse given that winter in the natural gas industry extends 

from November 1 through March 31, consistent with the storage with-

drawal season.  In the meantime, the formation of Tropical Storm Ida is a 

gentle reminder that the Atlantic-basin tropical storm season doesnôt offi-

cially end until November 30.  While it is unusual to have powerful 

storms form in November, this yearôs hurricane season has been far from 

the norm with Ida being just the ninth storm of the season.  Ida does have 

the potential to move into the Gulf of Mexico early next week on a path 

toward the Florida Panhandle but if that occurs, she isnôt at this time ex-

pected to  reach hurricane status. 

8 to 14 Day Outlook:   

Valid:  Nov 13 - Nov 19, 2009 

Weather Map  
Color Code  

 
Blue Colors (B): Below  
normal temperatures 

 
 

Orange/Red Colors (A): 
Above normal  
temperatures 

 
 

No Color (N):  Normal  
Temperatures 

 
 

No Color (EC): Equal 
chance of above normal 

or below normal 
 
 

NOTE:  Temperature 
extremes go from lighter 
(slight variance) to darker 

(extreme variance). 
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Pricing Analysis:  òAt a Glanceó 

December 2009 
 

11/05/09 Settlement:  $4.782 
 

NYMEX Expiration: Tues., Nov. 24 

 

If you look at the past five years of 

expirations, and remove the year 

2005, where natural gas plum-

meted $2.65 between the Novem-

ber and December, on average the 

December expiration is $.45 higher 

than November.  November 2009 

expired at $4.289.  If you add $.45 

onto that, it earmarks a December 

expiration of around $4.739.  We 

advise finishing up the purchase of 

December 2009 needs while tem-

peratures are mild and prices are 

down.  Once cold weather sets in a 

price rebound is expected. 

Actions to Consider 

How long this current price weakness will last is entirely up to Mother Nature.  So long as near-term weather 

forecasts call for above-normal temperatures, it will be difficult for natural gas prices to stage a meaningful rally.  

But, beware é natural gas prices will likely rebound on the first forecast calling for winter-like temperatures, 

even though storage inventories are at record levels.  Several weeks ago, we indicated that we expected the 

November 2009 natural gas NYMEX contract to test $5.25-$5.50 before the rally ended (it hit $5.318 on Oc-

tober 21).  The December 2009 natural gas NYMEX contract price is now trading at levels not seen since the 

first half of September 2009 when front-month natural gas NYMEX price dipped to $2.409 per MMBtu.  Thus, 

we believe that now is a good time to finish out December 2009 purchases for low-risk and medium-risk buy-

ers.  High-risk clients may want to wait on the sidelines to see how winter unfolds. 

 Dec 2009: Low-risk and medium-risk clients should finish out necessary buying for December.  Current 

prices are around $4.65.  Whether December can move below that point will likely have a lot to do with 

how strong Tropical Storm Ida may be early next week. 

 Jan-Mar 2010:  Targets set last week were high.  This three-month strip is now trading at around $5.03.  

Again, so much of the fate here has to do with winter weather.  Could this three-month strip fall to 

$4.50?  Sure, if weather is mild.  However, there is equally as much chance for it to move to $5.50 when 

the snow starts to fly.  Remember, pigs get fat and hogs get eaten.  If you are budget conscious, these 

prices are likely below your budget and you should consider a layer of purchasing.  If you want to take on 

a little more risk in anticipation of the first quarter low, taper back purchases for February and March. 

 Jan-Dec 2010: This calendar year purchase is intended to provide a layer of price stability.  Previous tar-

gets of $5.75 for low-risk and $5.50 for medium risk were hit.  If you felt those prices were too high, then 

consider putting a layer in at $5.25 per MMBtu.  That is still another $.20 per MMBtu drop from todayõs 

price levels. 

 Jan-Dec 2011 and Jan-Dec 2012:  All risk categories are on hold for now as we await the start of the 

first quarter decline.  Preliminary price targets for these calendar years are $5.80 for 2011 and $5.95 for 

2012.   

Beyond December 2009 
 

The extent of price weakness will directly correlate to how long mild 

temperatures linger.  Right now, there are no fears in the marketplace.  

However, any forecast calling for below normal temperatures is going 

to result in a price rebound as uncertainty over winter will return, and 

uncertainty pushes natural gas prices higher.  When storage inventories 

are sufficient (as is the case this year), natural gas prices historically 

are stronger in the first half of winter than the second half.  We antici-

pate the storage inventories will still be at very high levels at the end of 

December even if winter weather ultimately turns to below normal.  

There just isnôt the rebound in industrial demand yet to soak up exist-

ing supply.  Longer-term, we look for the first quarter decline to pre-

sent some very good long-term buying opportunities.  There are still 

fears that production declines are going to become much larger heading 

into 2010, but there are also fears that the economy is not going to re-

bound at the pace originally anticipated as talk of a double-dip reces-

sion has once again surfaced.  Make the purchases needed for the next 

two months to comfortably wait out any rallies associated with colder 

weather and be ready to buy aggressively toward the end of 2009. 
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NYMEX Pricing Data 

This chart reflects the daily trading range of the front-month natural gas NYMEX contract 

for the past nine trading days.  The Daily Open indicates the price of the contract when 

the trading day began.  The Daily High and Daily Low represents the daily trading range.  

The Daily Settlement, also referred to as the closing price, represents the price at the end 

of the trading day. 

Daily Trading Data:  Highs and Lows  

Weekly NYMEX Data  

The above chart shows the NYMEX daily settlement 

for the next 12 consecutive months in comparison to 

settlement prices last week.  The Weekly Change 

column indicates the change from last week to this 

week.  The chart on the right provides NYMEX strip 

prices based on the specified settlement date.  A strip 

price is the simple average of several months.  For 

example, the 3-Month strip price is the simple average 

of the NYMEX settlement price for November 2009,  

December 2009 and January 2010. 

Rockies Express 

Close to Start Up 
 

Rockies Express Pipeline (REX) 

has asked the Federal Energy 

Regulatory Commission (FERC) 

to allow the start of service on 

its final leg that extends from 

the Lebanon Hub to the Claing-

ton Hub.  Both hubs are in 

Ohio and this marks comple-

tion of this massive 1,679-mile 

natural gas pipeline system that 

extends from Rio Blanco 

County, Colorado, to Monroe 

County, Ohio.  The Rockies 

Express Pipeline is one of the 

largest natural gas pipelines 

constructed in North America 

and no doubt the most signifi-

cant in the last 25 years. Once 

fully operational, which is ex-

pected to be at some point in 

mid-November, the Rockies 

will be able to move 1.8 Bcf/day 

of natural gas from the Rockies 

to markets in the Midwest/

Northeast.  From the ending 

point on the Rockies, there are 

numerous pipelines planned to 

continue to move this Rockies 

gas to parts of the Northeast, 

New England region, and Mid-

Atlantic states.  The start-up of 

the Rockies has flipped the ba-

sis market upside down.  His-

torically, natural gas in the 

Rockies and along the West 

Coast traded at a substantial 

discount of $.50-$1 per MMBtu 

to the price of natural gas in 

Louisiana.  However, today, 

that discount has disappeared 

and prices in these regions are 

now much more reflective of 

costs in the middle section of 

the U.S.  Basically, the start-up 

of the Rockies Express is equal-

izing the delivery cost of gas 

throughout the nation.  Watch 

for more on this in our Monthly 

Newsletter next week. 

Front-Month $4.78

Dec-09 $4.78

12/09-03/10 $5.07

04/10-10/10 $5.44

3-Month $5.03

6-Month $5.12

12-Month $5.37

18-Month $5.74

24-Month $5.90

36-Month $6.19

48-Month $6.39

60-Month $6.55

2009 $4.78

2010 $5.52

2011 $6.47

2012 $6.78

2013 $7.01

2014 $7.24

2015 $7.46

NYMEX Strip Prices

(Settlement on 11/05/09)

NYMEX 

Contract 

Trading

Trading 

Date

Daily   

Open  

 Daily   

High 

 Daily    

Low 

 Daily  

Settlement 

Nov 09 10/26/09 $4.735 $4.749 $4.459 $4.513

Nov 09 10/27/09 $4.520 $4.637 $4.479 $4.557

Nov 09 10/28/09 $4.599 $4.629 $4.230 $4.289

Dec 09 10/29/09 $5.066 $5.129 $4.941 $5.062

Dec 09 10/30/09 $5.094 $5.271 $4.952 $5.045

Dec 09 11/02/09 $5.034 $5.115 $4.817 $4.824

Dec 09 11/03/09 $4.830 $4.940 $4.761 $4.922

Dec 09 11/04/09 $4.925 $4.984 $4.710 $4.725

Dec 09 11/05/09 $4.732 $7.882 $4.676 $4.782

NYMEX NYMEX NYMEX Weekly

Month 11/05/09 10/29/09 Change

12/09 $4.782 $5.062 ($0.28)

01/10 $5.121 $5.428 ($0.31)

02/10 $5.176 $5.481 ($0.31)

03/10 $5.181 $5.456 ($0.28)

04/10 $5.186 $5.454 ($0.27)

05/10 $5.246 $5.520 ($0.27)

06/10 $5.339 $5.610 ($0.27)

07/10 $5.443 $5.712 ($0.27)

08/10 $5.531 $5.789 ($0.26)

09/10 $5.589 $5.849 ($0.26)

10/10 $5.724 $5.999 ($0.27)

11/10 $6.149 $6.399 ($0.25)
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Definitions 

EIA:  Energy Information Administration. 

 

Expiration Date:  The date and time after which trading in a 

futures or options contract terminates, and after which all op-

tion contract rights or obligations become null and void.    

 

Expiration Price:  The settlement price of the commodity on 

the expiration date. 

 

Front Month:  Sometimes referred to as the nearby or spot 

month.  This is the futures contract month that is closest to 

expiration.  Trading of the front month expires three business 

days prior to the end of the first calendar day of the delivery 

month for the NYMEX natural gas futures contract. 

 

Fundamental Analysis:  The study of pertinent supply and 

demand factors, which influence the specific price behavior of 

commodities.   Includes physical factors like storage invento-

ries, weather, supply, demand, economy, and industrial condi-

tions. 

 

Futures Contract:  A legally binding agreement to buy or sell 

a commodity that is traded for future delivery under the provi-

sions of exchange regulations.  The standard futures contract 

for the NYMEX natural gas futures contract is 10,000 MMBtu 

or approximately 10,000 dekatherms. 

 

Long Position:  As it relates to the futures market, one who 

has bought a futures contract to establish a market position or a 

market position which obligates the holder to take delivery 

unless the contract is liquidated with an offsetting sale. 

 

New York Mercantile Exchange (NYMEX):  The commod-

ity exchange based in New York City where natural gas futures 

contracts are traded.  Other energy futures are traded on this 

exchange as well. 

 

NOAA:  National Oceanic and Atmospheric Administra-

tion. 

 

Overbought:  A technical opinion that the market price has 

risen too steeply and too fast in relation to underlying funda-

mental factors.  Traders who were bullish and long have turned 

bearish. 

 

Oversold:  A technical opinion that the market price has de-

clined too steeply and too fast in relation to underlying funda-

mental factors.  Traders who were bearish and short have 

turned bullish. 

 

Short:  As it relates to the futures market,   (1) The selling side 

of an open futures contract; (2) a trader whose net position in 

the futures market shows an excess of open sales over open 

purchases.   Opposite of long. 

 

Spot Market: The cash market.  Short-term contracts for en-

ergy supplies.  Natural gas spot market trades are done on a 

monthly or daily basis whereas power market spot market 

trades are done on an hourly basis. 

Spot Month:  The futures contract closest to maturity.  The 

nearby delivery month. 

 

Storage:  Facility used for the storage of natural gas; usually a 

cavern carved out of natural salt domes or depleted natural gas 

reservoirs into which natural gas can be re-injected and pro-

duced with minimal loss. 

 

Technical Analysis:  An approach to forecasting commodity 

prices, which examines patterns of price change, rates of 

change, and changes in volume of trading and open interest, 

without regard to underlying fundamental market factors.  

Technical analysts believe that the historical performance of a 

commodity are indications of future performance. 

2386 Dahlk Circle, Verona, WI  53593 

Phone: 608-848-6255  Å  Fax: 608-848-6256 

Email: request@energysolutionsinc.com 

 
The Weekly Advisor is published 48 times per year by Energy 

Solutions, Inc., and is a value-added service provided to 
subscribers of our  monthly publication, The Monthly Advisor.   

An annual subscription to The Advisor is available for $595 via e-
mail and $690 via U.S. Mail.  In addition to weekly and monthly 

editions, subscribers also receive educational analyses and 
periodic Pricing and Storm Alerts.   

© Copyright 2009.  All rights reserved.  This publication 

can be redistributed to other employees of the subscribing 

company.  Redistribution to non-company employees, inde-

pendent/outside contractors, affiliates, customers or con-

sultants is expressly prohibited. 

 

The information contained herein ultimately relates to the 

cost and pricing of physical natural gas supplies.  Past re-

sults are not necessarily indicative of future results.  There 

is no guarantee that the information contained herein will 

result in profitable trades.  No such guarantee can be given 

nor should be implied.  The information provided herein 

should not be construed as an offer to buy or sell futures, 

options or commodities.  While such information is taken 

from select sources which Energy Solutions, Inc. believes 

to be reliable, Energy Solutions, Inc. has not verified such 

information and makes no representation or warranty as to, 

and will not be responsible for, its accuracy or complete-

ness.  The information, views and opinions contained 

herein are presented for the convenience of the reader and 

are provided on the condition that errors or omissions 

therein, or reliance thereon, shall not be made the basis of a 

claim, demand or cause of action.  The views and opinions 

expressed herein are for informational purposes only, are in 

no way guaranteed, are expressed as of a specific time and 

are subject to change at any time without notice. 
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Try Out The Advisor for 30-days é FREE 

The Advisor is designed for businesses 
that consume natural gas and want to 

manage their costs.  It provides readers 
with the information they need to make in-
formed, cost effective natural gas buying 
decisions.  Not only will it save your com-
pany time é it will save your company 

money as well.   
 

 

What you get:  
 

12 Monthly Editions 
48 Weekly Editions 

24 Editions of Fast Facts 
Pricing Alerts 

Hurricane/Storm Alerts 
Educational Analyses 

 

 
The benefits you receive:  

 

Up-to-date Pricing Information 
Buying Recommendations 

Proactive Buying Plans  
Increased Confidence 

Easier Decision-Making 
Budget Stability 
Cost Savings 

 
 

For a limited time, enjoy a no-strings attached, 30-day FREE test drive of 
The Advisor and experience all of the benefits first hand. 
 
 
 
 
 

After 30-days, your trial simply ends.   
However, should you choose to continue your ride, weôll take $100 off your subscription. 
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