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Commodity Prices 
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*Oil prices have broken below their historical norm trading 
range of $17 to $21 per barrel. 
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*At new quotas, OPEC members are producing at full capacity. 

OPEC Members' Oil Production Capabilities 
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*Gas commodity price fundamentals continue to be strong. 
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*Oil service and E&P stock prices closely track natural gas 
prices. 
HWLF Oil Service Index vs. HWLF E&P Index vs. Gas Prices 
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* Likewise, oil service and E&P stock prices also closely track 
crude prices. 
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The Impact on Energy Companies/Stocks 
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What contributed to the widespread 
"sell-off" in energy stocks? 

- Curtailed demand: slowing economies in SE Asia, El Nifto 

- Day rates peaking 

-Easing of tensions in Iraq 

-OPEC quota increases 

- $15 oil prices 

-Olifield service labor shortages 

-Oil service price hikes causing many exploration prospects 
smaller than 15 to 20 Bcfe to become marginal 

-
The visibility of future earnings growth 

-After an 18-month rally, oil service stocks became 
"over-owned" leading to large scale profit-taking 
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Recent Oil Patch M 
Value 

Data_ Acairer Turget (5 MlI) 
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*Oil service valuations, once at large premiums to E&P 
stocks, have contracted significantly. 
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*Record dollars of energy equity are being raised. 

Energy Common Stock Offerings 
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Record levels of energy debt also are being raised. 
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Pros and Cons of Going Public 
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Cons 

*High expense of offering - -possibly 8%of gross proceeds. 

*Information disclosure: 
-salaries and transactions with management 

*Loss of some management flexibility: 

-practical limits on fringe benefits, relatives on payroll, 
etc. 

*
Ongoing administrative expense and issues. 

* Potential loss of company control. 
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Pros 

* Immediate funds from offering and future source of capital. 

* New non-cash "currency": 
- acquisition payments 

-employee compensation 

*Current owners gain liquidity. 

*Greater name recognition of company and products. 

* Often improves debt borrowing terms. 
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