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ngh prices for petr()leum remain a Crude Oil (NYME) $29.13 2nd Month Continuation (Weekly)
problem for the global economy but -
could be good for energy shares

OPEC's supply cuts and refining problems may keep prices
higher for longer than most people expect - Demand for
most petroleum products is declining, due to slower global
GDP growth and seasonal changes which reduce Western
hemisphere demand for heating and gas oil and natural

gas. However OPEC's two supply cuts for crude oil this

year have kept the price above $25 (NYME). Additionally, a

lack of modern refining capacity in the West has aggravated A

supply problems, particularly for gasoline. In recent years oil S

companies have had little incentive to build new refineries, T e TR
due to generally low prices prior to late 1999, increasingly s " "

strict regulations to reduce pollution and the NIMBY (not in
my backyard) factor. It takes approximately 3 years between
the decision to build a refinery and its working completion.
Presumably more refineries will be built and current capacity i
modernised. However gasoline prices could remain above 70¢
(NYME) for longer than most analysts expect, with periodic |
upward spikes such as we saw recently, whenever problems
occur for the overstretched refining industry. Similarly, the
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search is on for additional, non-OPEC oil supplies but this also [

takes time. Interestingly, the price for natural gas, which is not ﬂﬁ T
subject to any cartel’s supply cuts, surged higher last year on ' Y

increased demand, partly due to the move away from gas and {’M\\« g

heating oil which were more expensive at the time. While the
cost of natural gas has halved this year, it is still historically high
and looks temporarily oversold on the charts. If it pushes back
above $6 before Western demand increases ahead of North
American and European autumn and winter, this will exacerbate
concern about energy costs.

Stock markets have not fully discounted higher energy
prices - Historically expensive fuel costs are likely to be with

us for many more months, acting as a tax on global economic
growth. The winners until new supplies eventually exceed
demand, in addition to oil and natural gas exporters, are energy
companies. Investors have priced in $22-$20 for a barrel of
crude but not $25 plus, according to some estimates. The
charts for most oil stocks appear well supported by underlying
trading. The need for energy is likely to deter new regulations
and so-called windfall profit taxes, especially in the US. We can
also expect a revival of interest in alternative energy sources,
especially the nuclear industry.
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FullerMarkets a division of Stockcube Research Limited Suite 1.21 Plaza 535 Kings Road London SW10 0SZ UK Website: www.fullermarkets.com
Email: research@fullermarkets.com Tel: +44 (0) 20 7351 5751 Fax: +44 (0) 20 7352 3185

You are strongly advised to read the following: This report has been produced and compiled by FullerMarkets, a division of Stockcube Research Limited (Stockcube) which is regulated by the Securities and Futures Authority Ltd, according to
the requirements of the Financial Services Act 1986. It is distributed by Stockcube and is provided for information purposes only. Under no circumstances is it to be used or considered as an offer to sell, or a solicitation of any offer to buy. While all
reasonable care has been taken to ensure that the information contained herein is not untrue or misleading at the time of publication, we make no representation as to its accuracy or completeness and it should not be relied upon as such. From time
to time Stockcube and any of its officers or employees may, to the extent permitted by law, have a position or otherwise be interested in any transactions, in any investments (including derivatives) directly or indirectly the subject of this report. Also
Stockcube may from time to time perform other services (including acting as adviser or manager) for any company mentioned in this report. The value of securities can go down as well as up, and you may not get back the full amount you originally
invested. Derivatives in particular are high risk, high reward investment instruments and an investor may lose some or all of his/her original investment. If you make an investment in securities that are denominated in a currency other than that of GB
Pounds you are warned that changes in rates of foreign exchange may have an adverse effect on the value, price or income of the investment. The investments referred to herein may not be suitable investments for all persons accessing these pages.
You should carefully consider whether all or any of these are suitable investments for you and if in any doubt consult an independent adviser. This report is prepared solely for the information of clients of Stockcube who are expected to make their own
investment decisions without reliance on this report. Neither Stockcube nor any officer of Stockcube accepts any liability whatsoever for any direct and consequential loss arising from use of this report or its contents. This report may not be reproduced,
distributed or published by any recipient for any purpose without the prior express consent of Stockcube. © Stockcube.



