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Price Momentum in Six-Year Natural Gas 

 
 
Summary and Recommendation 
  
Natural gas futures may be breaking out to the upside after trading around $8 a million 
btu for more than two years (see chart Natural Gas Six-Year Futures Strip and 40-Week 
Average).  A wide gap compared to oil offers fundamental reinforcement to the price 
action that may lie ahead (see chart Six-Year Commodity Price Meter).  Logically, large 
natural gas consumers, such as electric utilities, should buy long-term futures.  The 
mentality of regulators discourages such foresight, we think.  If the bet is wrong, 
shareholders are at risk, and if the bet is right, utility ratepayers get the reward.  
Unexpected tax changes notwithstanding, investors would earn the reward in buy-
recommended natural gas stocks for taking the commodity risk. The illustrative McDep 
Energy Portfolio has natural gas exposure in mega caps, large caps, small caps and 
income stocks (see table Composite of Buy Recommendations).   
 
Kurt H. Wulff, CFA 
 
No, it is not your eyesight.  There may be some fuzziness in charts and tables until we 
become more familiar with Windows Vista and Adobe 8.  
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Disclaimer:  T his analysis was prepared by Kurt Wulff, Manager of McDep LLC as of January 1, 2008.  
Previously Mr. Wulff was doing business as McDep Associates.  The firm used sources and data believed 
to be reliable, but makes no representation as to their accuracy or completeness.  This analysis is intended 
for informational purposes and is not a solicitation to buy or sell a security.  Past performance is no 
guarantee of future results. 
 
McDep does no investment banking business. McDep is not paid by covered companies including revenue 
from advertising, trading, consulting, subscriptions or research service.  McDep shall not own more than 
1% of outstanding stock in a covered company.  No one at McDep is on the Board of Directors at a covered 
company nor is anyone at a covered company on the Board of Directors of McDep. 
 
McDep or its employees may take positions in stocks the firm covers for research purposes.    No trades in 
a subject stock shall be made within a week before or after a change in recommendation. 
 
Certification:  I, Kurt H. Wulff, certify that the views expressed in this research analysis accurately reflect 
my personal views about the subject securities and issuers.  No part of my compensation was, is, or will be 
directly or indirectly related to the specific recommendations or views contained in this research analysis. 
  
Research Methodology/Ratings Description:  McDep LLC is an independent research originator focused 
on oil and gas stocks exclusively.  The firm applies the forty years of experience of its analyst to estimate a 
present value of the oil and gas resources and other businesses of covered companies.  That value is 
compared with a company’s stock market capitalization and debt.  Stocks with low market cap and debt 
relative to present value tend to outperform stocks with high market cap and debt relative to present value.  
Buy recommendations are expected to deliver a total return better than 7% per year above inflation.  Hold 
recommendations assume the attributes of the underlying business are reflected in the current price of the 
stock.  Sell recommendations are expected to deliver a total return less than inflation.  
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