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Pricing Focus:

It's still hurricane season so that re-
mains the focus. The storm crossing
Florida is likely to cause prices to
move up or down depending on
where it re-enters the Gulf. An en-
try further north on Florida won’t
give it much time over water, and
prices could fall further. An entry
further south will likely cause prices
to rise as the storm will have more
time to intensify on a path toward
the Texas/Louisiana border.

EIA Storage Report
Week Ending 09/07/07 (in Bcf)

+ Injection Total

( Withdrawal) Inventories
This Year +64 3,069
Last Year +103 3,069
5-Year Avg. +88 2,809

Storage injections for this week’s report
for the week ending 09/14/07 range from
68 to 78 Bcf. By comparison 95 Bcf was
injected for this same week last year.

09/07 Expiration Price:
$5.43

A Week in Review

With Ingrid’s path no longer seeming like much of a threat to natural gas
production, the October 2007 natural gas NYMEX contract dipped to a
low of $6.025 per MMBtu on Friday, September 14. But, on Monday,
the story changed even though Tropical Storm Ingrid was downgraded to
a tropical depression and Mexico’s state oil company indicated that it had
repaired a key natural gas pipeline that was damaged during terrorist at-
tacks the week before. Instead, the October 2007 natural gas NYMEX
price pushed to $6.69 per MMBtu as a compressor station outage cut off
deliveries from two major Rockies pipelines and spurred a round of
short-covering by speculative players. With unseasonably warm tem-
peratures in the eastern half of the nation, natural gas demand increased
and prices held steady on Tuesday. This time of the year is considered a
shoulder season as there is typically little demand for natural gas for heat-
ing or cooling needs. But, that wasn’t the case earlier this week as natu-
ral gas was called upon in many areas to fill the gaps caused by planned
nuclear and coal-fired generation maintenance. As temperatures moder-
ated, natural gas prices also shrugged off any potential impact caused by
the storm swirling across Florida. The storm is expected to enter the east-
ern Gulf of Mexico, but may not have sufficient time over warmer waters
to intensify too greatly. However, given the uncertainty of the path, it
was a little surprising to see the October 2007 natural gas NYMEX price
trading at under $6 per MMBtu at 8:00 a.m. on Thursday, September 20.
At this time, some producers are evacuating primarily non-essential per-
sonnel from rigs in the Gulf, but no production has actually been shut-in.

National Weather Service Forecasts: Issued September 18, 2007

6 to 10 Day Outlook:
Valid: Sept 24-28, 2007

Weather Map
Color Code

8 to 14 Day Outlook:
Valid: Sept 26 - Oct 2, 2007

Blue Colors (B): Below
normal temperatures

Orange/Red Colors
(A): Above normal
temperatures

No Color (N): Normal
temperatures

NOTE: Temperature
extremes go from
lighter (slight variance)
to darker (extreme
variance).
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Pricing Analysis: “At a Glance”

October 2007

09/19/07: $6.18 per MMBtu
NYMEX Expiration: Wed., Sept. 26

It is still about hurricanes as Septem-
ber is typically the most active
month of the year for Atlantic tropi-
cal storm activity. A big factor in
“where” October 2007 will expire
will be dependent on whether or not
any tropical storm threats exist on
the day of expiration. At this time, a
lull in tropical storm activity is
needed in order for the October con-
tract to pull back to below $5.50 per
MMBtu. Be wary of believing the
price plunge in 2006 is going to re-

Beyond October 2007

Fundamental Outlook:

Not much has changed, but we are nearing the point where talks
shift from the current bearish fundamentals to the uncertainty over
winter temperatures. In the near-term, the only thing standing in
front of lower prices is the remainder of hurricane season and the
net-short position of the non-commercial players. However, it is
possible that during this recent rally that extreme net-short posi-
tion has been reduced, but we won’t know for sure until Friday.

Technical Outlook:
From a technical perspective, players are divided on whether or
not the third-quarter low has already occurred when the front-
month dipped to a $5.249 low last week. The seasonal timing is
such that the low could very well be in, but others believe prices
will make one more run to the downside. What has changed, is

that most no longer believe a dip to price levels of last year, which
resulted in a low of $4.05 per MMBtu, are feasible. If prices do
take another stab at establishing a low, many feel it is more likely
that the low will end up being somewhere between $5 and the
previously-established low of $5.249 per MMBtu, particularly
with crude oil trading in excess of $82 per barrel.

occur in 2007 because non-
commercial players hold a com-
pletely opposite position from the
one they held in 2006, and crude oil
prices are at record highs.

Actions to Consider:

In the next 30 days, it will continue to be a tug of war between the bearish fundamentals and tropical storm
activity. Rallies caused by uncertainty over hurricane activity are still expected to occur. Similarly, any hur-
ricane-induced premium is expected to be removed from prices as the threat dissipates. Given past buying
targets, you should have sufficient purchases during any hurricane-induced rallies. Our buying recommenda-
tions weigh upside risk versus downside potential. At this time, even if prices take another stab at setting a
low, we believe there is more upside risk for the rest of 2007 because (1) the average timing for the third
quarter low has now passed; (2) prices tend to rally from a third-quarter low to a fourth-quarter high; (3)
the non-commercial sector is holding an extreme net-short position; (4) crude oil is trading at $82+ versus
the $62 per barrel last year when prices plunged; (5) the second-half of hurricane season is usually much
more active than the first-half as conditions for storm development improve.
¥ Oct 2007: Past buying targets have been hit so you should be protected from any hurricane-induced ral-
lies. If not, consider buying in the $5.25-$5.50 area or if you're a gambler, wait for the Oct expiration.
¥ Nov-Dec 2008: Recent buying targets for Nov. of $6.25-$6.50 were hit and recent buying targets for
Dec of $7.00-$7.25 were “barely” hit. This was the second level of buying targets, so you should have
enough gas bought for these months to allow you to comfortably wait out any rallies. Make additional
purchases for Nov or consider wrapping up Nov needs at between $6-$6.25. Make additional pur-
chases for Dec at $6.75-$7.00. Conservative buyers may want to wrap up Dec purchases in the $6.75-
$7.00 price range, but those willing to take on a little more risk may want to purchase just 40%-50% of
their Dec needs and then wait for hurricane season to pass before acquiring remaining supplies.
¥ Jan-Mar 2008: If you can hold on making 2008 purchases until the end of Oct, we advise doing so. We
believe by then the third quarter low will already be in, but we also believe some of the uncertainty
premium built into early 2008 prices will be removed making 2008 price levels more attractive.
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NYMEX Pricing Data

NYMEX
Month

Oct-07
Nov-07
Dec-07
Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-07

Jul-07
Aug-07
Sep-07

NYMEX
09/19/07

$6.180
$6.910
$7.615
$7.955
$7.985
$7.811
$7.416
$7.443
$7.515
$7.600
$7.668
$7.698

Weekly NYMEX Data

NYMEX
09/12/07

$6.438
$7.229
$7.919
$8.269
$8.297
$8.099
$7.669
$7.689
$7.769
$7.856
$7.923
$7.959

Weekly
Change

($0.26)
($0.32)
($0.30)
($0.31)
($0.31)
($0.29)
($0.25)
($0.25)
($0.25)
($0.26)
($0.26)
($0.26)

NYMEX Strip Prices
(Settlement on 09/19/07)

3-Month
6-Month
12-Month
24-Month

10/07
11/07-03/08

10/07-12/07
2008
2009
2010

$6.90
$7.41
$7.48
$7.81

$6.18
$7.66

$6.90
$7.81
$8.15
$7.99

The above chart on the left 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 above 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 aver-
age of the settlement price for October 2007, November 2007, and De-
cember 2007.

NYMEX
Contract
Trading

Oct 07
Oct 07
Oct 07
Oct 07
Oct 07
Oct 07
Oct 07

Daily Trading Data: Highs and Lows

Trading
Date

09/11/07
09/12/07
09/13/07
09/14/07
09/17/07
09/18/07
09/19/07

Daily
Open

$5.972
$5.939
$6.471
$6.070
$6.395
$6.672
$6.525

Daily
High

$5.994
$6.490
$6.490
$6.498
$6.690
$6.730
$6.642

Daily
Low

$5.815
$5.931
$6.000
$6.025
$6.275
$6.168
$6.088

Daily
Settlement

$5.934
$6.438
$6.029
$6.279
$6.653
$6.568
$6.180

This chart reflects the daily trading range of the front-month natural gas NY-
MEX contract for the past seven 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.

Rockies Prices
Continue to Suffer

Chances are, many producers
in the Rockies are anxiously
awaiting the ongoing expansions
of the 1,678-mile Rockies Ex-
press Pipeline (REX). The first
segment of REX extends from
Colorado to Wyoming and was
placed into service in February
2007. The next REX West seg-
ment connects Cheyenne, WY,
to an interconnection with an-
other pipeline in Missouri, and
should be operational around
January 1, 2008. The final REX
East segment will ultimately take
the pipeline east from Missouri
to Clarington, OH, where it will
interconnect with as many as 20
other planned interconnections
capable of moving the Rockies
gas even further east.

Producers in the Rockies
have been faced with some
tough decisions lately. As prices
have held steady in the $5-$7
per MMBtu range throughout
much of the nation over the
past several months, natural gas
commodity prices in parts of
the Rockies have fallen to below
$1 per MMBtu. When a com-
pressor station failed this week
that halted deliveries out of the
Rockies on two key pipelines,
the price picture worsened.
One Rockies trader indicated
he sold gas for just $.01 per
MMBtu. While that seems ri-
diculously low, if shutting in a
well could potentially cause
harm to the well formation, it is
feasible that a producer may
choose to almost give the gas
away versus risking the costs of
a shut-in. Of course, if a pro-
ducer can safely shut-in produc-
tion, they would be more likely
to do so than to sell gas at just
$.01 per MMBtu.
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Definitions

ElA: 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 reinjected 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.
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The Weekly Advisor is published 48 weeks per calendar
year by Energy Solutions, Inc., and is a value-added ser-
vice provided to subscribers of our monthly publication,
The Monthly Advisor. © Copyright 2007. All rights re-
served.

The information contained herein has been obtained from
sources believed to be reliable, but is not necessarily all-
inclusive. All estimates, opinions, and buy target prices
included in this report constitute our judgment as of the
date of the report and may be subject to change without
notice. The material, views, opinions, and
recommendations expressed herein are for informational
purposes only and are in no way guaranteed. No guarantee
is implied or possible when working with the futures
market. ESI shall not be responsible for the consequences
of reliance upon any opinion or statement contained herein
or for any omission or error of fact. This publication can
be redistributed to other employees of the subscribing
company. Redistribution to independent/outside
contractors, affiliates, or consultants is expressly
prohibited.
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