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Highlights

* EIA expects the price of West Texas Intermediate (WTI) crude oil to average
about $84 per barrel this winter (October 1 to March 31), more than $6 higher
than the average price last winter. Projected WTI prices rise to $89 per barrel
by the end of 2011, a $2 per barrel increase from last month’s Outlook, as U.S.
and global economic conditions improve. EIA’s forecast assumes U.S. real
gross domestic product (GDP) grows 2.7 percent in 2010 and 2.1 percent in
2011, while world real GDP (weighted by oil consumption) grows by 4.0
percent and 3.2 percent, in 2010 and 2011, respectively.

* EIA expects regular-grade motor gasoline retail prices to average $2.88 per
gallon this winter, 22 cents per gallon higher than last winter. Projected retail
diesel fuel prices average $3.14 per gallon this winter, an increase of 35 cents
per gallon over last winter, while residential heating oil prices average $3.17
per gallon this winter. In 2011, higher crude oil prices combined with higher
refiner margins push annual average prices for motor gasoline and diesel fuel
to $3.00 and $3.23 per gallon, respectively.

* Natural gas working inventories end November 2010 at 3.8 trillion cubic feet
(Tct), slightly less than last year’s record-setting end-of-November level. The
projected Henry Hub natural gas spot price averages $4.37 per million Btu
(MMBtu) for 2010, a $0.42-per-MMBtu increase over the 2009 average. EIA
expects the Henry Hub spot price to average $4.33 per MMBtu in 2011.

= EIA expects average household expenditures for space-heating fuels to total
$962 this winter, about the same as last year’s expenditures. EIA projects
higher expenditures for heating oil and propane, but lower expenditures for
natural gas and electricity. This forecast reflects higher prices for all the fuels,
although electricity prices increase by only 1 percent. However, a forecast of
milder weather than last winter in all the regions, except the Northeast, leads to
lower fuel consumption in those areas.
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* EIA projects that U.S. carbon dioxide (CO:) emissions from fossil fuels, which
fell by 7.0 percent in 2009, will increase by 3.9 percent in 2010. In 2011,
projected CO2 emissions remain relatively flat as the increase in emissions from
growth in petroleum consumption is offset by a decline in emissions from
natural gas and coal because of reduced summer electricity use based on a
projected milder summer.

Global Crude Oil and Liquid Fuels

Crude Oil and Liquid Fuels Overview. Gradual tightening in global oil markets
continues to support world oil prices. Projected liquid fuels consumption growth of 2
million barrels per day (bbl/d) in 2010 is almost double the growth in supply from
countries outside of the Organization of the Petroleum Exporting Countries (OPEC),
which has led to rising demand for OPEC crude oil production and declining global
oil inventories. While overall commercial oil inventories in the Organization for
Economic Cooperation and Development (OECD) countries remain high, stock levels
are unevenly distributed with some regions experiencing tightness in recent months.
Both floating and reported on-shore inventories have been declining, and EIA believes
that the projected continued reduction in OECD stocks over the forecast period
should lend support to firming oil prices.

Global Crude Oil and Liquid Fuels Consumption. Projected world liquid fuels
consumption increases by 2 million bbl/d in 2010, following declines in 2008 and 2009.
As a result, total global consumption in 2010 should be close to the 2007 level. Global
oil consumption growth slows to 1.4 million bbl/d in 2011. Non-OECD regions,
especially China, the Middle East, and Brazil, represent most of the expected growth
in world oil consumption next year (World Liquid Fuels Consumption Chart).
Among the countries of the OECD, only the United States is expected to show any
significant growth in consumption volume in 2011 at about 0.2 million bbl/d.

Non-OPEC Supply. EIA projects the total non-OPEC supply of crude oil will grow by
just over 1.0 million bbl/d to an average 51.5 million bbl/d in 2010 - the largest year-
over-year increase since 2002. The increase in total non-OPEC supply for the year is
the result of higher production in the United States, Brazil, China, and Russia.
However, non-OPEC supply falls by 280,000 bbl/d in 2011. The decline in non-OPEC
supply in 2011 would be only the third time in the last 15 years that non-OPEC
supplies fall year-over-year. Previous declines in 2005 and 2008 were primarily the
result of supply disruptions in the Gulf of Mexico related to hurricanes.
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OPEC Supply. EIA expects that OPEC crude oil production will increase by 0.3 and
0.4 million bbl/d in 2010 and 2011, respectively, similar to last month’s Outlook, to
accommodate increasing world oil consumption. Projected non-crude liquids increase
by 0.7 million bbl/d in both 2010 and 2011. OPEC surplus capacity should remain
close to 5 million bbl/d, compared with 4.3 million in 2009 and 1.5 million in 2008
(OPEC Surplus Crude Oil Production Capacity Chart).

OECD Petroleum Inventories. Commercial oil inventories held by OECD countries at
the end of 2010 are an estimated 2.73 billion barrels, equivalent to about 58 days of
forward cover and roughly 94 million barrels more than the 5-year average for the
corresponding time of year (Days of Supply of OECD Commercial Stocks Chart).
OECD oil inventories decline through the forecast period, though days of forward
cover should remain high by historical standards.

Crude Oil Prices. WTI crude oil spot prices averaged over $84 per barrel in
November, more than $2 per barrel higher than the October average, as expectations
of higher oil demand pushed up prices. EIA has raised the average winter 2010-2011
WTT spot price forecast by $1 per barrel from the last month's Outlook to $84 per
barrel. WTI spot prices rise to $89 per barrel by the end of next year, $2 per barrel
higher than in the last Outlook. Projected WTI prices average $79 per barrel in 2010
and $86 per barrel in 2011.

Energy price forecasts are uncertain (Energy Price Volatility and Forecast
Uncertainty). WTI futures for February 2011 delivery for the 5-day period ending
December 2 averaged $86 per barrel, and implied volatility averaged 30 percent. This
made the lower and upper limits of the 95-percent confidence interval $70 per barrel
and $106 per barrel, respectively, for WTI delivered in February 2011. Last year at this
time, WTI for February 2010 delivery averaged $78 per barrel and implied volatility
averaged 40 percent, with the limits of the 95-percent confidence interval at $61 per
barrel and $102 per barrel.

U.S. Crude Oil and Liquid Fuels

U.S. Liquid Fuels Consumption. Projected total U.S. liquid fuels consumption
increases by 320,000 bbl/d (1.7 percent) to 19.09 million bbl/d in 2010, which is about
60,000 bbl/d higher than forecast in last month's Outlook. A year-over-year decline in
total liquid fuels consumption averaging 40,000 bbl/d in the first quarter of 2010 was
followed by a year-over-year rise averaging 610,000 bbl/d in the second and third
quarters, led by increases in motor gasoline and distillate fuel oil consumption.
During 2010 as a whole, projected gasoline consumption increases by 0.4 percent and
distillate consumption increases by 4.0 percent. Total liquid fuels consumption
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increases by a further 160,000 bbl/d (0.8 percent) in 2011, as all of the major petroleum
products register consumption growth (U.S. Liquid Fuels Consumption Growth
Chart). Gasoline consumption grows by 0.8 percent, and distillate fuel consumption
increases by 1.7 percent in 2011.

U.S. Liquid Fuels Supply and Imports. Domestic crude oil production, which
increased by 410,000 bbl/d in 2009, increases by 140,000 bbl/d in 2010 (U.S. Crude Oil
Production Chart) and then falls by 30,000 bbl/d to 5.47 million bbl/d in 2011. The
2011 forecast includes declines of 50,000 bbl/d and 180,000 bbl/d in Alaska and the
Federal Gulf of Mexico (GOM), respectively, and a 190,000-bbl/d increase in lower-48
non-GOM production. Ethanol production, which averaged 710,000 bbl/d in 2009,
increases to an average of 860,000 bbl/d in 2010 and 890,000 bbl/d in 2011.

Liquid fuel net imports (including both crude oil and refined products) fell from 57
percent of total U.S. consumption in 2008 to 51 percent in 2009, primarily because of
the decline in consumption during the recession. EIA forecasts that liquid fuel net
imports will average 9.48 million bbl/d in 2010 and 9.62 million bbl/d in 2011, about 50
percent of total consumption in both years.

U.S. Petroleum Product Prices. Projected regular-grade gasoline retail prices rise
from an average of $2.35 per gallon in 2009 to an average of $2.77 per gallon in 2010
and $3.00 per gallon in 2011. On-highway diesel fuel retail prices, which averaged
$2.46 per gallon in 2009, average $2.98 per gallon in 2010 and $3.23 in 2011 in the
current forecast. Refining margins, which had been at their lowest levels since 2003,
average about $2 per barrel higher next year because of growing global product
demand.

Natural Gas

U.S. Natural Gas Consumption. This month’s Outlook, for the first time, reflects
recent changes in the Form EIA-857 monthly natural gas survey methodology in the
forecasts for residential and commercial natural gas consumption (see Changes in
Natural Gas Monthly Consumption Data Collection and the Short-Term Energy Outlook).
The new survey methodology should not significantly change reported total annual

consumption volumes. However, EIA expects significant changes in the seasonality
of reported residential and commercial sector natural gas consumption from historical
reporting norms as the improved reporting on the EIA-857 leads to more accurate
monthly reports. For example, first quarter 2011 forecast residential plus commercial
consumption is 1.7 billion cubic feet per day (Bcf/d) lower in this forecast compared
with last month’s Outlook, while fourth quarter 2011 consumption is 3.8 Bcf/d higher.
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U.S. Natural Gas Production and Imports. Forecast marketed natural gas production
increases by 3.5 percent in 2010, up from 2.5 percent in last month’s Outlook. The
revision is largely due to unexpectedly high production during the month of
September as reported in the EIA Natural Gas Monthly. Natural gas production in
2011 has also been revised upwards, but EIA still predicts a total year-over-year
decline of 0.1 percent in 2011. An expected 14.3-percent decline in GOM production is
mostly offset by a 1.4 percent increase in the lower 48 non-GOM production.

The increase in the natural-gas-directed drilling rig count since mid-2009, combined
with a growing share of horizontal drilling rigs in the lower-48 States, contributed to
natural gas production growth in 2010. The number of rigs drilling for natural gas
reported by Baker Hughes Incorporated increased from a low of 665 in July 2009 to
973 in April 2010. Over the last 6 months the natural gas rig count has stayed
relatively unchanged, but in the last several weeks it has appeared to show the
beginning of an expected decline, ending November with 953 rigs. EIA expects
drilling activity to decline in 2011 because of relatively lower natural gas prices. The
large price difference between petroleum liquids and natural gas prices on an energy-
equivalent basis contributes to an expected shift towards drilling in shale formations
that contain a higher proportion of liquids.

EIA expects gross pipeline imports of 8.4 Bcf/d in 2011, a decrease of 6.3 percent
compared with 2010 pipeline imports. This is a significant revision of last month’s
forecast of a 1.4-percent increase. EIA expects that Canadian gas will become less
competitive as new U.S. pipelines and increased lower-48 production with lower
transport costs displace imports. Projected liquefied natural gas (LNG) imports
average 1.25 Bcf/d in 2010, a 1.0-percent increase from 2009 levels. Imports in 2011 fall
to 1.21 Bcf/d, a decline of 2.9 percent. High domestic production, high inventories,
and low U.S. prices relative to European and Asian markets should continue to
discourage LNG imports into North America.

U.S. Natural Gas Inventories. On November 26, 2010, working natural gas in storage
stood at 3,814 Bcf, slightly below last year’s level at this time (U.S. Working Natural
Gas in Storage Chart). At the end of the winter heating season (March 31, 2011), EIA
expects 1,833 Bcf of working natural gas will remain in storage, about 171 Bcf higher
than at the end of March 2010. The forecast higher inventory is primarily the result of

both the projected 3.1 Bcf/d increase in natural gas production and 5 percent fewer
heating degree-days over the next 4 months compared with the year before.

U.S. Natural Gas Prices. The Henry Hub spot price averaged $3.71 per million Btu
(MMBtu) during November, an increase of about 28 cents from October’s price of
$3.43 per MMBtu (Henry Hub Natural Gas Price Chart). Over the winter heating
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season, the projected monthly average spot price peaks at $4.29 per MMBtu in January
2011, before dropping back down to close to $4.00 per MMBtu in June 2011. This
month’s Outlook slightly raises the average 2011 Henry Hub spot price to $4.33 per
MMBtu from last month’s forecast of $4.31 per MMBtu.

Uncertainty over future natural gas prices is slightly lower this year compared with
last year at this time. Natural gas futures for February 2011 delivery (for the 5-day
period ending December 2) averaged $4.29 per MMBtu, and the average implied
volatility over the same period was 45 percent. This produced lower and upper
bounds for the 95-percent confidence interval for February 2011 contracts of $3.06 per
MMBtu and $6.03 per MMBtu, respectively. At this time last year, the natural gas
February 2010 futures contract averaged $4.84 per MMBtu and implied volatility
averaged 57 percent. The corresponding lower and upper limits of the 95-percent
confidence interval were $3.20 per MMBtu and $7.34 per MMBtu.

Electricity

U.S. Electricity Consumption. EIA expects U.S. electricity consumption will rise
slightly by 4.7 percent in 2010. Retail sales of electricity to the industrial sector from
January through September 2010 were up by nearly 7 percent compared with the
same period last year, about the same as the increase in the U.S. manufacturing
production index. EIA’s assumption of 3.6 percent growth in manufacturing output
during 2011 translates to an expected growth in electricity sales to the industrial sector
of about 1.7 percent. Improved economic conditions should also spur growth of 1.1
percent in retail electricity sales to the commercial sector. However, EIA expects
residential electricity sales to fall by 2.1 percent next year as summer temperatures
return to normal levels after the hot summer of 2010. Overall, growth in total U.S.
consumption of electricity remains nearly flat during 2011 (U.S. Total Electricity

Consumption Chart).

U.S. Electricity Generation. EIA projects that total electric power sector generation
will increase slightly (by 0.2 percent) during 2011. A 0.9-percent increase in nuclear
power and a 7.2-percent increase in conventional hydropower generation (due to an
assumed return to near-normal precipitation levels) will offset a 1.7-percent reduction
in electric power sector generation fired by coal. EIA expects the share of total
generation fueled by natural gas will fall slightly next year as cooler summer
temperatures reduce the need for the peaking capacity required during the past year
(U.S. Electric Power Sector Generation Growth Chart).

U.S. Electricity Retail Prices. The average U.S. retail price for electricity distributed
to the residential sector during the first three quarters of 2010 was about the same as
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the retail price during the same period last year. However, residential electricity
prices during the fourth quarter 2010 are expected to be 1.2 percent higher than last
year. EIA expects the U.S. residential price to continue growing by 0.9 percent during
2011 as utilities pass through the higher fuel costs they incurred this past year to their
retail customers (U.S. Residential Electricity Prices Chart).

Coal

U.S. Coal Consumption. EIA forecasts that coal consumption in the electric power
sector will grow by 5.7 percent in 2010, primarily the result of higher electricity
consumption. EIA expects electricity consumption in 2011 to decline by 0.1 percent
and generation from non-fossil-fuel-fired sources to increase. Although natural gas-
tired generation also declines, EIA expects that lower electric power sector natural gas
prices will keep natural gas competitive as a generation source and lessen its decline.
EIA projects that 2011 coal consumption in the electric power sector will decline by 0.2
percent (U.S. Coal Consumption Growth Chart).

U.S. Coal Supply. Coal production for the first 6 months of 2010 fell by 3 percent
despite a 5-percent increase in U.S. coal consumption. Drawdowns in stocks,
particularly in the electric power sector, met the demand increase (U.S. Electric Power
Sector Coal Stocks Chart). Projected coal production increases in the second half of
2010 contribute to 2010 annual growth of 1 percent. EIA projects coal production in
2011 will remain relatively flat as coal consumption shows little change (U.S. Annual
Coal Production Chart).

U.S. Coal Trade. Strong global demand for coal, particularly metallurgical coal used
to produce steel, has resulted in sharp increases in U.S. coal exports in 2010.
Metallurgical coal exports nearly doubled in the first half of this year compared with
the first half of 2009, and metallurgical coal’s share of total coal exports has grown
from 52 percent in 2008 to a projected 73 percent in 2010. EIA expects total coal
exports to increase by 30 percent in 2010 but to decline in 2011 as other major coal-
exporting countries increase their supply to the global coal market.

U.S. Coal Prices. The electric power sector coal price rose by 1.3 percent in the first
half of 2010 compared with the first half of last year. This higher cost of delivered coal
reflects the effect of longer-term power sector coal contracts initiated during a period
of high prices, rising transportation costs, increased consumption, and increases in
spot coal prices. The projected electric power sector delivered coal price averages
$2.27 per MMBtu in 2010, and then declines slightly to an average of $2.26 per MMBtu
in 2011.
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U.S. Carbon Dioxide Emissions

EIA expects fossil-fuel CO2 emissions to increase by 3.9 percent in 2010 (U.S. Carbon
Dioxide Emissions Growth Chart). Coal- and natural gas-related CO: emissions rise
as a result of increased usage of both fuels for electricity generation and higher
consumption of natural gas in the industrial sector.

Declines in electric power sector fossil fuel consumption in 2011 offset forecast
increased consumption of petroleum in the transportation sector (i.e., motor gasoline,
diesel fuel, and jet fuel). Consequently, fossil-fuel COz emissions remain virtually
unchanged in 2011. Projected fossil-fuel CO2 emissions in 2010 and 2011 also remain
below the levels seen in any year from 1999 through 2008.
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U.S. Electric Power Sector Generation Growth
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Table WF01. Average Consumer Prices* and Expenditures for Heating Fuels During the Winter
Energy Information Administration/Short-Term Energy Outlook --December 2010

Fuel / Region

Winter of

Forecast

04-05 | 05-06 | 06-07 | 07-08 | 08-09 |Avg.04-09] 09-10

10-11_[ % Change

Natural Gas
Households (thousands)
Northeast
Consumption (mcf**)
Price ($/mcf)
Expenditures ($)
Midwest
Consumption (mcf)
Price ($/mcf)
Expenditures ($)
South
Consumption (mcf)
Price ($/mcf)
Expenditures ($)
West
Consumption (mcf)
Price ($/mcf)
Expenditures ($)
U.S. Average
Consumption (mcf)
Price ($/mcf)
Expenditures ($)

Heating Oil

Households (thousands)
Northeast
Consumption (gallons)
Price ($/gallon)
Expenditures ($)
Midwest
Consumption (gallons)
Price ($/gallon)
Expenditures ($)
South
Consumption (gallons)
Price ($/gallon)
Expenditures ($)

West
Consumption (gallons)
Price ($/gallon)
Expenditures ($)

U.S. Average
Consumption (gallons)
Price ($/gallon)
Expenditures ($)

56,106

80.4
12.65
1,017

81.4
10.04
818

52.0
12.18
634

49.7
10.18
506

66.0
11.05
729

9,056

723.1
1.94
1,401

538.7
1.84
991

513.2
1.95
999

443.5
1.99
883

692.1
1.93
1,337

56,367

74.6
16.36
1,221

78.7
13.46
1,059

52.0
16.48
856

49.7
12.96
644

64.1
14.57
934

8,710

668.9
2.45
1,641

517.5
2.37
1,227

507.1
2.46
1,249

438.2
2.49
1,091

648.4
2.45
1,590

56,588

75.5
14.74
1,112

81.1
11.06
897

52.8
13.56
716

50.2
11.20
562

65.3
12.35
806

8,489

676.1
2.51
1,696

536.3
2.39
1,280

494.3
2.38
1,177

436.8
2.60
1,134

653.9
2.49
1,628

56,767 56,650 56,496 56,636

75.9 81.4 77.6 76.6
15.16 16.06 14.98 13.49
1,151 1,307 1,162 1,033

84.8 87.5 82.7 84.9
11.39 11.45 11.47 9.44
966 1,002 948 801
51.5 54.7 52.6 61.5
14.15 14.08 14.09 11.53
730 770 741 710
52.4 49.9 50.4 51.9
11.31 10.82 11.29 9.90
592 539 569 513
66.8 68.9 66.2 69.3
12.71 12.89 12.70 10.84
849 888 841 751

8,201 7,805 8,452 7,509

684.0 732.6 697.0 684.0
331 2.66 2.57 2.84
2,267 1,951 1,791 1,943

564.2 586.0 548.5 564.6
331 2.23 2.43 2.60
1,870 1,304 1,334 1,466

484.7 551.4 510.2 591.1
3.34 2.57 2.53 2.85
1,620 1,419 1,293 1,682

468.4 439.9 445.4 443.5
3.40 2.39 2.58 2.89
1,591 1,051 1,150 1,283

662.3 709.4 673.2 673.7
3.32 2.63 2.56 2.83
2,197 1,867 1,724 1,907

56,992 0.6
78.9 3.0
13.55 0.5
1,069 3.5
83.2 -2.0
9.65 2.2
803 0.2
52.6 -14.5
12.35 71
650 -8.3
52.0 0.3
9.17 -7.4
477 -7.1
67.1 -3.2
10.95 1.0
735 -2.3
7,261 -3.3
708.1 3.5
3.18 12.0
2,253 16.0
552.1 2.2
3.01 16.1
1,664 13.5
518.8 -12.2
3.19 12.2
1,657 -1.5
452.8 21
3.22 11.2
1,456 13.5
685.0 1.7
3.18 12.2
2,176 141




Table WF01. Average Consumer Prices* and Expenditures for Heating Fuels During the Winter
Energy Information Administration/Short-Term Energy Outlook --December 2010

Winter of Forecast
Fuel / Region 04-05 | 05-06 | 06-07 | 07-08 | 08-09 |Avg.04-09] 09-10 [ 10-11 | % Change |
Propane
Households (thousands) 6,775 6,559 6,354 6,033 5,859 6,316 5,756 5,561 -3.4
Northeast
Consumption (gallons) 932.0 865.5 874.0 882.6 942.8 899.4 884.4 912.7 3.2
Price ($/gallon) 1.88 2.20 2.30 2.78 2.72 2.37 2.73 2.94 7.8
Expenditures ($) 1,751 1,903 2,006 2,454 2,561 2,135 2,410 2,682 11.3
Midwest
Consumption (gallons) 900.3 872.6 900.5 944.8 969.2 917.5 948.1 924.8 -2.5
Price ($/gallon) 1.42 1.67 1.74 2.12 2.14 1.83 1.84 2.10 13.9
Expenditures ($) 1,282 1,453 1,569 2,004 2,074 1,676 1,748 1,941 11.1
South
Consumption (gallons) 629.6 632.0 635.6 622.1 666.7 637.2 740.1 637.0 -13.9
Price ($/gallon) 1.79 2.11 2.16 2.66 2.49 2.24 2.52 2.67 5.9
Expenditures ($) 1,126 1,336 1,375 1,653 1,662 1,430 1,869 1,703 -8.9
West
Consumption (gallons) 735.7 735.4 744.0 777.0 732.5 744.9 770.9 766.5 -0.6
Price ($/gallon) 1.78 2.08 2.16 2.64 231 2.20 2.44 2.64 8.2
Expenditures ($) 1,308 1,532 1,609 2,051 1,694 1,639 1,878 2,020 7.6
U.S. Average
Consumption (gallons) 772.6 760.6 774.9 794.4 820.7 784.6 840.2 802.2 -4.5
Price ($/gallon) 1.65 1.95 2.01 2.45 2.35 2.09 2.26 2.47 9.2
Expenditures ($) 1,275 1,481 1,560 1,947 1,932 1,639 1,901 1,983 4.3
Electricity
Households (thousands) 35,701 36,506 37,292 38,217 39,030 37,349 39,776| 40,466 1.7
Northeast
Consumption (kwh***) 9,625 9,146 9,209 9,256 9,691 9,385 9,292 9,482 2.0
Price ($/kwh) 0.117 0.133 0.139 0.144 0.152 0.137 0.153 0.154 1.2
Expenditures ($) 1,127 1,214 1,280 1,335 1,472 1,286 1,418 1,465 3.3
Midwest
Consumption (kwh) 10,621 10,405 10,618 10,951 11,145 10,748 10,978 10,806 -1.6
Price ($/kwh) 0.077 0.081 0.085 0.089 0.097 0.086 0.098 0.099 1.8
Expenditures ($) 817 839 906 977 1,085 925 1,071 1,073 0.2
South
Consumption (kwh) 7,993 7,974 7,992 7,915 8,208 8,017 8,645 8,040 -7.0
Price ($/kwh) 0.082 0.092 0.096 0.098 0.109 0.096 0.104 0.103 -0.5
Expenditures ($) 652 736 769 779 893 766 895 828 -7.5
West
Consumption (kwh) 7,888 7,866 7,897 8,105 7,864 7,924 8,038 8,053 0.2
Price ($/kwh) 0.092 0.097 0.102 0.104 0.107 0.100 0.112 0.113 0.6
Expenditures ($) 726 761 808 840 843 796 90