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Figure 1 . The Long History - Changes in Level of the Henry Hub Spot Price
(Reference Page 16)
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Source : Gas Daily/John H. Herbert .
Note : A similar figure with discussion appeared in "Natural Gas Hedging : A Primer for Utilties and Regulators", Public Utilities Fortnightly, October 1, 2001,
page 18-32 .
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Figure 3. Relationship between changes in price at Williams and
changes in price at Henry Hub April 1997 to April 2000

(Reference Pages 40, 55, 83)

Change in Price at Williams = .89'Change in Price at Henry Hub +-0.04
Absolute value of the change in price at Williams =0.25
-R=square=96°to

	

--
Note the regressions for the Inside Fere pricing points ANR- Oklahoma,
Natural Gas Pipeline-Mid Continent and Panhandle Eastern Mainline

-is-much-thesameas-regression-for-Williams Naturala'X,-OK_KS	-& 4
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Source : Inside Ferc, Gas Markets Report
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Figure 4. Fixed Contracts as a Proportion of Flowing Gas
by Market Area in Missouri in December 2000

(Reference Page 43)

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17

Market Area



0o.
0

0.90

0.80

0 .70

0.60

0 0.50
Y

1" 0 .40

0.30

0.20

0.10

0.00

Figure 5. Storage Withdrawals as a Proportion of Actual Usage (Flowing Gas + Withdrawals)
by Market Area in Missouri in December 2000

(Reference Page 44)
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Figure 6. Storage Withdrawals as a Proportion of Actual Usage
(Flowing Gas + Withdrawals)

by Market Area in Missouri in December 2000
(Reference Page 44)
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Figure 7. Henry Hub Price Volatility in the Heating (HS) and Non-Heating Season (NHS)
(Reference Pages 46, 76)
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Overall Average
Heating Season (HS) - 19%
Non-Heating Season (NHS) -14%

Source : Gas Daily, John H . Herbert

Season

25

m
rn

to(orn
coCD to<o

ao
to9_

co
to_

CD

N
m

co
m
N

o
0
N

o
0
N

O
(moo

O
ED

O
to
00

O
OOD

O

(00

O
(OO

O
O

O
O

O O

2 C/) 2 Cn 2
C/)

C/)
v

2
C/)

C.n 2
Cn

Cl)



ac

N
00

adu_
a
2

U
c
0

m

Figure 8. Aggregate Injections into Storage in the injection Season in 1996 and 2000 ( Early
April-beginning of November)

(Reference Page 50)

Source : American Gas Association
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$(3.96) $(3.30) $(2 .64) $(1 .98)

Source : Gas Daily/John H . Herbert

Figure 9 . Plot of Changes in Price at Chicago Against Changes in Price at Henry Hub -A
useful plot when considering using the Henry Hub Contract to hedge

(Reference Page 55)

$(1 .32) $(0.66)

nc

Change in Chicago Price = Change in Henry Hub Price +-$0 .025

$0 .66 $1 .32 $1 .98 $2.64 $3.30 $3.96 $4.62

It can be observed that a line drawn through this scatter of points
orms a
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figure
indicates the equation for the line with an error term . Thus for the
volume of gas to be hedged an equivalent volume of futures
entfacts-positions-would-be-epened.-The-closer-the$einfsfall-

along the line the better the futures contract as a hedge .
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