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As we begin to |l ook at the 2010 calendar, itbés a
R RN RS Cal varied information available to us. The market volatilities, questionable volumes from the ETF UNG,
and market fluctuations due to weather and its impact on storage. | believe that we will be seeing two
Carol Simmons very different modes happening at the same time. We will see a short term strengthening of the fi-

nancial markets making for an elevated first quarter that will turn over and become less enthusiastic

aler el LR as the summer progresses. Underneath the strengthening financials the fundamental physicals will be

308.865.6370 weakening causing for an intercept around the end of the second quarter 2010.
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If we take a look at the financial 5-Yr Range S-Yr Average 2008 ——2009
markets first, storage is of notable 000
Diana Oswald concern. At this point we are 2,500 |
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above the 5 year average. This 20001
B 2 morning the EIA released a stor- 2,500 |
Diana.Oswald@SourceGas.com age report with an uncharacteris- N
tic 207 Bcf draw on storage. The 8 %]
NYMEX January contract immedi- 1500 |
ENEIEET A e ately responded with a jump to
Gas Marketing Rep $5.911 6 up 44.9 cents on the Ho00 )
303.243.3581 session. Typically withdrawals of 500 ]
200 Bcf or more are rare and usu-
Brendan Muller@SoureeGas.com ally occur in January or February. s
The last occurrence of a 200 Bcf
Chris Horner draw in December was 2005, and

one has to look back to 2000 to find another. Still there are 3,566 Bcf in storage. Though given the

rare size of the draw today, and the forecast for persistent cold over a wide portion of the country,
303.243.3480 the whispers are full of concern over continued
heating loads. One thing for certain is that the advance of natural gas 12 -month forwards to $6.05 will
be an attractive price to producers. That will help bring gas into the market in the high -demand sea-
son, as well as stimulate Canadian imports which have been down significantly since the Summer.
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2010 outlook continued

EIA FORECAST: The Henry Hub spot price averaged $3.77 per Mcf in November, $0.35 per Mcf
lower than the average spot price in October . Prices were depressed as warmer-than-normal
weather in November reduced seasonal residential and commercial spaceheating consumption
by about 1.7 Bcf/d, or about 7 percent, below the projected 22.85 Bcf/d consumption in last
month's Outlook. EIA expects prices to increase as spaceheating demand rises in the coming
months. However, strong domestic production, a retrenchment of electric -power-sector natural
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gas demand, and uncer-
tainty about the extent
of recovery in the indus-
trial sector, should limit
sustained upward price
movements through the
winter and well into next
year. The projected
Henry Hub spot price
averages $3.95 per Mcf
in 2009 and $4.62 per
Mcf in 2010.

Market participants were
pricing gas delivered to
Henry Hub in January
2010 through futures
contracts at $4.76 per
Implied price volatil-

ity for the January 2010 natural gas futures contract averaged just over 56 percent.This trans-
lates into a 95-percent confidence interval with a lower limit of $3.60 and an upper limit of ap-
proximately $6.30 per MMBtu for the January 2010 contract. The implied price volatility reflects

market participants' un-
certainty over how pro-
duction, demand, and
high inventories will be
balanced in the upcom-
ing winter heating sea-
son.

At this time last year,
natural gas for delivery
in January 2009 to the
Henry Hub was trading
at $6.38 per MMBtu, and
the implied volatility was
almost 68 percent. This
translated into a lower
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and upper limit of $4.65 and $8.75 per MMBtu, respectively, for the 95 -percent confidence inter-

val.

It looks like it will be a fun and interesting year to work with all of you. SGES wishes you all a
happy holiday and prosperous 2010. If you have any questions about the data presented or
would like to discuss your options for 2010 please feel free to call or set up an appointment.
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CHRISTMAS is here;
Winds whistle shrill,
Icy and chill,

Little care we;

Little we fear 5
Weather without,
Shel terod

The Mahogany Tree.

abou

Once on the boughs

Birds of rare plume 10
Sang, in its bloom;

Night birds are we;

Here we carouse,

Singing, like them,
Perchoéd r ouisd
Of the jolly old tree.

Here let us sport,
Boys, as we sit
Laughter and wit
Flashing so free. 20
Life is but shor®
When we are gone,
Let them sing on,
Round the old tree.

Evenings we knew, 25
Happy as this;

Faces we miss,
Pleasant to see.

Kind hearts and true,
Gentle and just, 30
Peace to your dust!
We sing round the tree.

Care, like a dun,

Lurks at the gate:

Let the dog wait; 35
Happy we 01| o]
Drink every one;

Pile up the coals,

Fill the red bowils,
Round the old tree. 40
Drain we the cugd.
Friend, art afraid?
Spirits are laid

In the Red Sea.

Mantle it up;__ 45
Empty it yet;

Let us forget,

Round the old tree.

Sorrows, begone!
Life and its ills, 50
Duns and their bills,
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This communication is provided for information and discussion purposes only. It does not constitute an offer or solicitation to purchase or sell any financial

Bid we to flee.

Come with the dawn,
Blue-devil sprite,
Leave us tenight, 55
Round the old tree.

instruments or products. The information contained in this communication is based on generally available data and, although obtained from sources believed by
SGES to be reliable, its accuracy and completeness is not guaranteed. This communication is not intended to forecast future events. Past performance is not a

guarantee or indication of future results. Any prices provided herein are indicative only and do not represent firm quotes as to either price or quantity.
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