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ENERGY AND INFLATION

What Is the economy really telling us about Supply and Demand?

The old political saw, “lt’'s the economy, stupid!”
answer a great deal will turn. One problem with economists is that they speak English, French, German, Chinese
and other | anguages, but they don’t really under st al
to tell them but they don’t hear it | oud and cl ear.
Washington has infected the universities and the economic centers of thought. If you love the current Administra-
tion in Washington all is great and i mproving. I f y
to hell and the cause is clearly in Washington or Paris or Berlin or whatever center of commerce and power. The
SEalDroaicHon current writer is obviously not com-

iy - ; ; 100 pletely immune from this polariza-
: : : : : tion so how does anyone listen to the
economy? Has anyone heard about
feb el . ; =80 cycles or what the markets are telling
g 1 P Fezes 2.4 us? That voice is clear. The loudest
market voice is gold. It is sitting at
-time highs. Historically gold pre-
sents some issues. It was money for
-20 most of its history and thus rarely
a0 changed. Since it has floated, when
: ; . ; : ; ; gold had bull markets the stock mar-
o b B S I *°. K ct went sideways. ||

: : ; : : : : : : i =80 gold bull market we were, of course,
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in- flation, but rather difficult economic

times. During that period the stock market has had two major bear markets and the economy suffered. Now gold
continues higher and it is voting in price about the economy; and the word is not good. But why is this important
to energy? Well has anyone ever heard of the old concept of supply and demand? In the first decade of the 21*
century there were many who thought that the concept had been subverted by the overwhelming demand from the
emerging markets. Some felt that commodity prices would never come down; and low and behold they did as the
economic reality and lack of demand confronted the supplies. However, gold did not come down much. Now we
recognize that commodity prices do obey supply and demand, as they always have. This includes oil and oil is not
likely to have a significant rally until we finally solve our economic issues; which the accompanying chart indi-
cates will not be for years. There will be short and intermediate rallies and declines but not major bull market until
the economy responds. The economy is telling us not so fast! Crude Oil: The cycles remain bullish for a few more
weeks, but will struggle to go higher. Gasoline: Gasoline prices will continue neutral and in the same tight range.
Heating Oil: We are neutral. Natural Gas and Propane: Natural gas and propane remain neutral to bullish short-
term. Demand should increase but with Washington not interested it will be tough. Alternative Energy: No
change Inflation: No inflation for reasons stated above (See Editorial note on page 7)
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Daily Natural Gas

Natural Gas NY (Pit) NG
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Daily RBOB Gasoline

RBOB Gasoline (PIT) RB
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e e Tl T il I Rl

Ll

[
'
'
'
'

I | | I I |
3-2-10 4-13-10 5-25-10 7-6-10 8-17-10
3-23-10 5-4-10 6-15-10 7-27-10

2-9-10

2.54--------

2.44----mme-

1.94-------2

1-19-10

Daily Propane Gas

Propane Gas NY (Pit) PN

Daily
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Daily T-Bonds 30 yr
Daily
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Notice to Subscribers

Beginning next month, in each publication, we will be adding a feature called

AHow It Came Outo. We wil/| be creating
kets covered. Then for each following month we will show how each projec-

tion turned out compared to the market itself for the most recent month. In

the situations where market conditions warrant a fresh analysis we will not

i nclude a AHow It Came Outo section unt
let you know that it is a new analysis. Our goal is to create a way of tracking

how well the analysis used performs through time.



