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Oil Market

NYMEX Crude Futures - 12 Month Forward Strip
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NYMEX #2 Heating Oil Futures - 12 Month Forward Strip
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last close | previous week [ 24-month high | 24-month low
12 month strip, $/bbl $70.76 $75.93 $146.44 $43.06
date 9/4/09 8/28/09 7/14/08 2/18/09
change from last close -7% -52% 64%

last close | previous week | 24-month high | 24-month low
12 month strip, $/gal $1.86 $1.99 $4.19 $1.25
date 9/4/09 8/28/09 7/3/08 2/18/09
change from last close] -6% -56% 48%

Natural Gas Market

NYMEX Natural Gas Forwards vs. 1 Year Range
NYMEX Henry Hub Futures: 12 Month Forward Strip
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Forwards Contract Date

Natural gas futures are useful to monitor for natural gas and electricity
consumers because they drive electricity pricing in many US markets,
including Texas and New England. This chart compares the current natural
gas price for each forward month on the NYMEX exchange to the highest
and lowest prices for the same month over the past 12 months.

The Score provides a measure of how current
prices compare to the historic range. A score close
to 0 indicates that current prices are close to their
historic highs; a score close to 100 indicates that

Score
100
98
97
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current prices are close to their historic lows.

3600

Working Gas in Storage Compared to 5-Year Range
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This chart shows the amount of natural gas in storage at each point in time
compared to the highest and lowest amounts over the past 5 years (shown as
shaded region).

The EIA (Energy Information Administration) reported that natural gas in
storage was 3,323 Bcf as of Friday, August 28th, 2009. This implies a net
injection of 65 Bcf for the week, compared to a 5-year average injection of 64
Bcf and last year's injection of 92 Bcf for the same report week. Gas in
storage was about 17% above last year's level and 18% above the 5-year
average. Gas in storage is now 242 Bcf short of the record set in October
2007, with nine weeks remaining in the injection season.

Source: EIA http://tonto.eia.doe.gov/oog/info/ngs/ngs.html
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WEEK ENDING 9/4/09
Weather Forecast

For the period September 13 - 17, 2009

This chart depicts forecasted temperatures for next week compared to the long
term average. The blue/purple areas are forecast to be colder than normal,
white areas are normal, and yellow/orange/red areas are warmer than normal.
Abnormally hot weather in the summer and cold weather in the winter can
increase the price for natural gas, oil, and electricity.

Currently, there are no hurricanes in the Atlantic threatening the Gulf of
Mexico. The Atlantic hurricane season ends November 30.

Source: Chart from the National Weather Service Climate Prediction Center

Natural gas, crude oil and heating oil all declined steadily over the course of last week. Crude oil demand remains down and stockpiles are gaining
domestically and globally. Chinese equities on the Shanghai Composite Index tumbled early last week, signaling that global demand was unlikely to
rebound in the near future. The U.S. Labor Department reported on Friday that unemployment in August rose to 9.7%, the highest rate in 26 years,
sending the prompt month crude oil price to a seven-week low. Furthermore, the American Petroleum Institute had projected that increased demand
would lead to a decline of 3.2 million barrels, but the weekly EIA report showed a much smaller decline.

The EIA reported that for the week ending Friday, August 28th, U.S. crude oil stocks decreased by 0.4 million barrels, and stocks remain above the
historical average. Gasoline inventories fell 3.0 million barrels and are currently at the high end of its average range. Distillate (including heating oil)
rose 1.2 million barrels, while propane in storage fell 1.5 million barrels; both are above their average range.

The September crude oil contract closed on August 20th at $72.54 per barrel, so October is the current prompt month. Crude oil for the next 12
months starting October 2009 fell an average of 6.8% last week on the NYMEX, with all contracts falling around the same percent. The October 2009
contract ended the week at $68.02 per barrel, the lowest priced crude oil futures contract with delivery in next 12 months. The most expensive contract
in the next 12 months was September 2010, which fell to $73.06 per barrel on Friday. NYMEX heating oil futures contracts for delivery in the next 12
months fell 7.4% on average last week. The September 2009 contract expired on August 31st at $1.78 per gallon, and the September 2010 contract
moved on to the 12-month strip. October 2009, the current prompt month, closed the week at $1.72 per gallon and was the cheapest contract for
delivery in the next twelve months. The winter heating months (November '09 — March '10) averaged $1.82 per gallon on Friday.

Natural gas on the NYMEX continued its downward trend last week. The economic factors affecting crude oil had the same effect on natural gas, but
the current supply glut magnifies the effects. August saw the biggest monthly drop in the natural gas prompt month price since January, and on
Friday, the prompt month price dropped to the lowest point since March 2002. With the advent of liquefied natural gas, some analysts are projecting
that gas could fall to $2 per MMBtu. Natural gas for the prompt month saw an uptick on Friday as the market tried to pare the losses from the week,
and as of Monday morning natural gas was continuing to rise.

The September 2009 natural gas contract expired on August 27th at $2.84 per MMBTu on the NYMEX, making October the current prompt month.
Natural gas futures prices for the next 12 months fell 7.8% on average between Friday, September 4th, and the previous Friday. October 2009, the
current prompt month, fell more than 10% and closed last week at $2.73 per MMBtu, the lowest priced contract with delivery in next 12 months. The
heating season contracts closed at an average price of $4.55 per MMBtu, and the September 2010 contract ended the week at $5.36 per MMBtu, the
highest priced natural gas contract in the next 12 months.

The National Weather Service forecasts colder than normal weather for most of the states east of the Great Plains, while states West of the Plains are
expected to be warmer than normal (see map above). Energy prices, especially for natural gas and electricity, are very attractive compared to
historical levels. Most clients with contracts before the end of 2010 should seriously consider hedging remaining electricity and natural gas costs
through at least the end of the 2010 calendar year. Clients with contracts expiring in 2011 and beyond could also benefit from extending their hedged
position. Hedging decisions are very dependent on unique budgetary circumstances and goals and clients should consult with their representatives at
CES or CETX for customized assistance.
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