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NYMEX Future Prices vs Henry Hub Spot Prices
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The NYMEX futures contract for February delivery at the Henry Hub opened Monday, January 11, at
$1.790 per MMBtu, $0.04 less than Fritdagettlement. Blizzard conditions and severe cold weather
was the order of the day in many areas of the Midwest last week. Record low temperatures were
reported in lllinois, Indiana, Michigan, and Ohio. The cold weatbached as far south as Tallahassee

and Pensacola, Florida, where daytime highs in the mid 30s occurred for several days last week.
Composite average temperatures for the four cities monitored for this report (Chicago, Kansas City,
New York, and Pittsburgh) were between 6 and 19 degrees below normal last week. Spot prices at the
Henry Hub trended down most days ending the week at $1.88 per MMBtu. The futures contract for
February also moved down and ended the week $0.115 per MMBtu below the end-of-week price for the
previous week. Even with the recent spell of cold, wintry weather in the Midwest and the East, most
market fundamentals remained favorable for gas consumers. Withdrawals from storage during the last
week of December slowed a little from the previous week as they averaged almost 23 Bcf per day. The
price of West Texas Intermediate crude oil again trended up most days as tensions in Iraq again heated
up. The price per barrel was $13.10 at the end of last-weeighly equivalent to $2.27 per MMBtu.

Storage: For the week ending Friday, January 1, the American Gas Association (AGA) estimated that
withdrawals from storage were 158 Bcf. This estimatenilas to the previous weék 167 Bcf and,
according to EIA data, is about 16 Bcf more than for an average week in January over the past 6 years.
The overall level of working gas in storage remains well ahead of last year at the same time (2,645 vs.
2,039 Bcf). Last January, during which temperatures nationwide averaged almost 20 percent warmer
than normal, the month ended with 1,711 Bcf remaining in storage, according to EIA data. If January
weather leads to average withdrawal levels for the month, stocks at the end of January will be over
2,000 Bcf, a level not seen at that point in the year since 1995. It would take record-level cold
temperatures throughout the month of January for inventories to drop substantially more, and even so,
end-of-January inventories will still be well above last \eelmvels at the same time. In Canada, the story

is much the same, with Canadian storage facilities holding 86 Bcf, or 25 percent, more gas than at the
same time last year (427 Bcf vs. 341 Bcf). Canadialititze were about 82 percent full as of January 1,
compared with about 69 percent at the same time last year.

Spot Prices: At most major market locations, spot prices for gas were in the $1.75-$1.90 range per
MMBtu most days last week, about $0.20 higher than levels the previous week. With moderate weather
in the West, prices in markets that serve that region moved down last week. Prices in the Rockies ended
the week in the low to mid $1.60s per MMBtu.

Futures Prices: The price of the near-month February futures contract moved down most days and
ended the week at $1.830 per MMBiown $0.115 from the previous weéekclosing price on
Thursday, December 31 (the NYMEX was closed on Friday, January 1). Thelimgenarket
fundamentals of uninterrupted supplies, large inventory surplus, and demand levels not meeting
expectations continue to dominate prices on the futures market. Last year at this time when temperatures
were considerably above normal, the February contract was trading for about $2.05 per MMBtu before
settling at $2.00 later in the month. (The National Weather Service continues to forecast warmer-than-
normal weather for the first 3 months of 1999 in the major natural gas consuming regions of the United
States.)

Summary: Cold weather in the Midwest and parts of the East for a second consecutive week again did
not have any significant impact on prices at most major markets. The level of gas in storage at this time
remains well ahead of that seen in recent years.



