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Pricing Focus:

Prices are setting up for a
first quarter low. This
should provide a long-term
buying opportunity for the
rest of 2010, 2011, and pos-
sibly even 2012. The timing
of this low is targeted to be
between mid-March and
even mid-April.

ElA Storage Report
Week Ending 02/19/10 (in Bcf)

+ Injection Total

( Withdrawal) Inventories
This Year -172 1,853
Last Year -90 1,909
5-Year Avg. -132 1,840

The year-on-year storage surplus has been
virtually erased, and this week the small
surplus is expected to turn to a deficit as
colder weather continues to result in above-
average storage withdrawals.

03/10 Expiration Price:

natural gas buying advisors
A Week in Review

The April 2010 natural gas NYMEX contract made its front month dﬁ—
but on Thursday, February 25, 2010. On that day, the Energy Inforgna-
tion Administration (EIA) reported that 172 Bcf was withdrawn from
storage for the week ending February 19, 2010. While this withdrayval
fell within expectations, it virtually eliminated the yearyear storage
surplus, but t he mar ket di dno S
Afdol | aro price | evels wildl holld a
natural gas NYMEX contract broke below $5 per MMBtu, the prige
move seemed effortless. Better yet, the price move has been sugtain-
able. The $5 levels proved to be nothing more than a slight spged
bump in this continuing price decline. The market appears to have gon-
cluded that winter is almost oper
endanger storage inventories this year. However, what was a bit more
surprising is how the market embraced some positive economic data.
On Friday, the fourth quarter gross domestic product (GDP) dgata
showed a gain of 5.9%, a number that points to economic recovery fand
with that there should be an increase in natural gas demand. But ds of
this writing, the April 2010 natural gas NYMEX contract is down arf-
other $.10 per MMBtu from Friday levels and is currently trading in the
mid to upper $4.600s. At this| po
$6.108 per MMBLtu on January 7th as being the quarterly peak, and ghat
means the first quarter low is targeted to surface somewhere between
mid-March and mieApril.

$4.816 per MMBtu

National Weather Service Forecasts: Issued 3/1/10

6 to 10 Day Outlook:
Valid: Mar 717 Mar 11, 2010

-

Weather Map
Color Code
8 to 14 Day Outlook:

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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April 2010

03/01/10 Settlement: $4.679
NYMEX Expiration: Mon., Mar. 29

History indicates that April typi-
cally expires at a higher price level
than the March contract. In fact in
19 years of trading, April has only
expired below March prices 4
times. That being said the market is
quite weak right now, but the mar-
ket is also overdue for an upward
correction and we think that correc-
tion is possible at some point in
April. Low-risk and mediunrisk
buyers should have some April gas
purchased. It is advised to purchas
remaining needs at two price levels

1%

8 $4.50 and then $4.25.

Beyond April 2010

The spring tends to be a timeframe in which natural gas prices rally. ]
rally is usually prompted by the uncertainties of summer weather, tropi
storms, and summer storage injections. Plus, an increase in nuclear
tenance prompts increased utilization of naturalfiyed electric genera-
tion and that increases demand. These types of spring fears could
well surface toward the later part of March, but for now, price momentt

is downward. We were looking for a minimum price dip for the fiﬁt

quarter to the $4.584.75 price range. Given momentum, a move do
to $4$4.25 per MMBtu is a strong possibility, but a sustained move
below $4 (which would be a repeat of 2009) is less likely given the rec
positive economic data and the higher than average anticipated we
storage withdrawals. While there is a lot of focus on the -mmmtth
right now, we also wanted to point out that the premiums for further ¢
months have fallen dramatically. For example, last fall when the-fro
month price hit $2.40 per MMBtu, the average NYMEX prices for-Ap
Oct 2010 and Nov X*Mar 11 was $5.60 and $6.73 per MMBtu, respeg
tively. Today, those monthly strips are $5.02 and $5.94, respectively.

Click here for the complete definition of low -risk, medium-risk and high-risk categories

Actions to Consider

Recommendations are primarily for low-risk and medium-risk buyers. High-risk buyers should sit on the sidelines

and await the first quarter low.
> Apr 2010:

» May-Jun 2010:

mid-April.

» Jul-Oct 2010: The initial price target for medium-risk buyers is $4.50 for this four-month period. Low-risk
buyers may want to establish a price target at around $4.65. However, depending on economic recovery
and storage inventories, this timeframe could very well end up in sub-$4 territory so purchases should be

onl

» Nov 2010-Mar 2011: This price target for next winter is intended to provide a layer of price stability to
budget conscious buyers. The initial price target for this winter period is an average price of $5.50. This
price level is viewed as a prudent starting point for next winter.

» Apr-Dec 2010: For those looking for a longer-term purchase, consider a target of $5.00 for this period.

The buying targets above provide some price stability only. Postpone aggressive long-

term purchases until the front-month gravitates toward the low-$ 4 6 s .

compl eted for

> Beyond Mar 201 1:

NOTE: Our actions are designed to help buyers be more proactive, thus allowing them to more comfortably wait out periodic

I deal |l-month toweaéhthe low-$04odksi nbge ftoor eh abveec ot nhi-esrngfbuyeenn

price rallies.

Low-risk and medium-risk buyers should at a minimum, have a layer of price protection in place
and additional recommendations are listed above.

Low-risk buyers should have a layer of price protection in place. Buying for these months
should be completed when the front-month NYMEX price hits $4.15-$4.25 per MMBtu. High-risk buyers
should await the establishment of the first quarter low, which is expected to occur between mid-March and
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Considero
out risks associated with natural gas price volatility. The timing of a purchase and the percentage of volumes to be tied to a buying target must be determined
Solutions,
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adverse, high-risk buyers strive to attain the lowest possible prices, and medium-risk buyers find a compromise between low-risk and high-risk.
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NYMEX Pricing Data

Weekly NYMEX Data LNG Shipment
Arrives in Boston
NYMEX NYM EX NYMEX  Weekly NYMEX Strip Prices
Month  03/01/10 2/22/10 Change (Settlement on 3/01/10) On February 23, 2010, Maran
Gas Coronis, a liquefied natu-
04/10  $4.679  $4813  ($023) L o o oo o - 219
. gas (LNG) tanker from
82;18 ij;gg zgg;; ;2833; Yemen, arrived safely in the
07/10 $4.912 $5127  ($0.22) 04/10-12/10  $5.06 Boston Harbor, Massachu-
0810 $4'976 $5.183 ($0'21) 04/10-10/10 $4.90 setts. The LNG shipment
09/10 $5'01 6 $5'21 5 ($0'20) 11/10-03/11 $5.83 was very controversial as Ye-
10/10 $5:122 $5:305 ($0:18) man is an Arabian Peninsula
11/10 $5.450 $5.610 ($0.16) 3-Month $4.75 nation, which is viewed as a
12/10 $5.807 $5.928  ($0.12) 6-Month $4.86 haven for terrorists. The
01/11 $6.037 $6-157 ($0'1 2) 12-Month  $5.29 shipment was also controver-
0211 $6.005 $6.122 $0'12 18-Month  $5.38 sial because the Boston Har-
' ' ($0.12) 24-Month  $5.60 bor is a heavily populated
03/11 $5.865 $5.972 ($0.11) 36-Month $5.77 area. However, the LNG
. 48-Month ~ $5.91 tanker came and left will no
The above chart shows t.he NYMEX.dally settlgmel 60-Month $6.03 issues at all. The mere size of
for the next 1.2 consecutive months in comparison the tanker took many by sur
settleme_nt prices last week. The Weekly Chang 2010 $5.06 ) Y By
column indicates the change from last week to th prise as the Maran Gas Cor-
week. The chart on the right provides NYMEX strif 2011 $5.79 onis was the length of three
prices based on the specified settlement date. A st 2012 $6.07 football fields and the width
Example. e Bionth S prce i the smple average 2014 6.4 of one football field. The 200
X , the < strip price is the si Vi -
gg t%epN\c(iMEX szeétI%megtpprice for April 2010, Ma%/ ;812 222: i-rrmmlI;zr;Egot?ndLﬁnerrtsro:izz
10 and June 2010, 2016 $6.89 around 21,000 homes for a
year. The Boston Harbor has
seen LNG shipments before,
Daily Trading Data: Highs and Lows but not from Yemen. There-
fore, the Yemen shipment
NYME X . . . . . arrived under heavy security
Contract Trading Daily Daily Daily Daily protocol. The ship was es-
Trading Date Open High Low Settlement corted into the Harbor by
about a dozen law enforce-
Mar 10 021710 $5.350  $5.414  $5274  $5.386 ment boats, two helicopter
Mar 10 02/18/10 $5.386  $5.419  $5135  $5.172 patrols, and numerous state
Mar 10 02/19/10 $5.151  $5.167  $5.008  $5.044 and local police officers. This
Mar 10 02/22/10  $4.950  $4.977  $4.841  $4.895 process is likely to be com-
Mar 10 02/23/10 $4.915  $4.934 $4.766  $4.778 pleted in the future as Distri-
Mar 10 02/24/10 $4.773  $4.884  $4.745  $4.816 gas of Massachusetts LLC, the
Apr 10 02/25/10 $4.876  $4.894  $4.743  $4.767 company that owns and oper-
Apr 10 02/26/10 $4.800  $4.853  $4.739  $4.813 ates the LNG import and re-
Apr 10 03/01/10 $4.772  $4.869  $4.660  $4.679 gasification  terminal  has

signed a 20-year contract with
This chart reflects the daily trading range of the fnmainth natural gas NYMEX contrac LNG Corporation, the Yem-
for the past nine trading days. The Daily Open indicates the price of the contract|whe _ . . . -
the trading day began. The Daily High and Daily Low represents the daily trading range eni supplier and is expecting

The Daily Settlement, also referred to as the closing price, represents the price at the ¢ YP t© 30 shipments per year
of the trading day. through the Boston Harbor-.
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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. Shedrm 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.

March 2, 2010

Spot Month: The futures contract closest to maturity. The
nearby delivery month.

Storage: Facility used for the storage of natural gas; usually 3
cavern carved out of natural salt domes or depleted natural ggs
reservoirs into which natural gas can benjected and pro-
duced with minimal loss.

Technical Analysis: An approach to forecasting commodity
prices, which examines patterns of price change, rates @f
change, and changes in volume of trading and open intere
without regard to underlying fundamental market factors
Technical analysts believe that the historical performance of g
commodity are indications of future performance.

—
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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 and Fast Facts, subscribers also receive educational
analyses and periodic Pricing and Storm Alerts.

© Copyright 2010. All rights reserved. This publicatig
can be redistributed to other employees of the subscribing}
company. Redistribution to narompany employees, inde-
pendent/outside contractors, affiliates, customers or gon-
sultants is expressly prohibited.

>

The information contained herein ultimately relates to
cost and pricing of physical natural gas supplies. Past
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 gjven
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. belieyes
to be reliable, Energy Solutions, Inc. has not verified slich
information and makes no representation or warranty as
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
are provided on the condition that errors or omissions

therein, or reliance thereon, shall not be made the basis| of §
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
are subject to change at any time without notice.




Just Released: Natural Gas Price Outlook

Natural Gas Price Outlook is an in-depth, educational
analysis that concludes that the natural gas marketplace

Natura Gas PHCe is entering an entirely new pricing regime 8 one that

)[{IL/() () /) may take many by surprise. Learn about ...
\.

mmove Wne Praing Setegy and Frofstity » The pitfalls of using historical natural gas price refer-
ences for future buying or selling decisions.

» Why producers will continue to search for natural gas
in this lower-priced environment.

» How the current price contango is going to dramati-
cally impact storage inventories next fall.

» And equally as important, other topics covered include:
liquefied natural gas imports, shale supplies, natural
gas-fired generation and electricity pricing, crude oil
price relationships, pipeline transportation costs, eco-
nomic recovery and demand, the U.S. Dollar, and
even potential legislation that could reform drilling or
change how speculators view the market.

Energy/)Solutions

This analysis will benefit businesses that consume suffi-
cient natural gas to impact their budget; companies that
are involved in the merchandising, production, and/or de-
livery of natural gas; and even investment firms, which
may be recommending the buying or selling of natural gas

Just $99| -related funds.

Table of Contents Details at NaturalGasOutlook.com
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natural gas buying advisors The Weekly Advisor is published 4_8 times per year by En_ergy 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
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