


Electronic trading has enhanced the energy
marketplace. After more than three years of
preparation, the decision to transition entirely to
an electronic market and close the open-outcry
floor at the London-based ICE Futures exchange,
formerly known as the International Petroleum
Exchange (IPE), was challenging and questioned
by many market observers. The results, however,
speak for themselves. Following the transition
from floor to screen trading in April, ICE Futures
reported its eighth consecutive record volume year
in 2005. It is clear that with the distribution of
its trading screen around the globe—virtually
around the clock—more companies are access-
ing the energy markets via the ICE platform as a
result of the accessibility, speed and transparency
electronic trading provides. I believe the energy
industry has been a beneficiary.

The addition of clearing to the OTC markets has
served North America’s natural gas and power
markets well. OTC clearing was a little known
concept when ICE first brought the idea to its
natural gas market participants in 2002. Since
that time, OTC clearing has brought prudent risk
management tools, as well as liquid markets, to a
previously fragmented and credit-restricted mar-
ketplace. The industry has experienced a healthy
recovery since the collapse of Enron, and the credit
crisis in the bilateral markets has in many cases
been ameliorated by the advent of OTC clearing.

In 2005, ICE experienced strong growth in its
OTC business, which derives largely from its natural
gas and power markets. Average daily commissions
rose nearly 80 percent over the levels achieved in
2004. I attribute much of this growth to strong
trading activity in new and existing cleared products,
as well as the addition of new market participants,
which also brought increased liquidity.

Energy commodities established their relevance
as an asset class, much like equities or fixed income
products, to portfolio managers and new energy
market participants. Energy commodities histori-
cally received a limited allocation within a typical
institutional investment portfolio. Today, energy is
an institutional asset class that portfolio managers
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...the energy marRetplace
will continue to evolve with new
risk management solutions...

employ for both return and hedging. In addition,
the low or negative correlation to price movements
in other asset classes makes energy an ideal choice
for portfolio diversification. Finally, from a total
return perspective, the absolute returns in energy
have outperformed equity and fixed income returns
since the beginning of 2000.

I would argue that the growing diversity of
energy market participants has strengthened the
market by increasing liquidity and reducing the
concentration of larger market participants, as
well as by driving new product development and
services to modernize the information systems
across the natural gas, power and oil spectrum.

Through electronic trading, ICE has played a key
role in leveling the playing field and improving
the industry’s access to price discovery, without
presenting a barrier to entry in the form of mem-
bership fees. ICE provides access to the complete
depth of market and live-deal ticker to enable par-
ticipants, for the first time in the energy futures
and OTC markets, to judge the markets for them-
selves in real time. ICE Furtures’ successful launch
of the ICE West Texas Intermediate (WTT) crude
futures contract on February 3 is illustrative of
its responsiveness to customer demand for new,
electronically traded energy contracts.

The current geopolitical landscape makes
today’s energy markets more relevant than ever.
Participants in the power, natural gas and oil
markets can rest assured that the energy market-
place will continue to evolve with new risk man-
agement solutions as these markets continue to
mature. Progress is an important theme, and while
great progress has been made in the past decade,
the opportunity for continued transformation in
our markets is greater than ever. (]
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Announcing SIERRA ENERGY GROUP

Market Intelligence and Research Solutions for the Utility and Energy Marketplace

A division of

EE

ithout adequate market knowledge, a great idea can
remain just that - an idea. But by harnessing the power of
market inteligence, your idea has the power to create
fundamental changes in the utility marketplace... redefine the way people
do business... and help organizations build for a brighter future.

That’s the power Sierra Energy Group brings to your sales

and marketing.

Sierra Energy Group (formerly the Energy Central Research & Analysis
Division) creates greater market penetration, faster. We can help you
pinpoint your target buying audience, identify attitudes and needs
surrounding your offering, develop more effective strategy and tactics,
create on-target messaging and much, much more. The result: Sales
are accelerated, costly mistakes are avoided, and you achieve greater
market penetration and increased ROI.

Comprehensive Market Intelligence Services

Drawing on years of experience in the utility and energy IT and business
markets, we provide a complete suite of market intelligence services,
including:

* Market analysis and strategy development

¢ Branding, messaging, and thought leadership development

® Tactical market intelligence and lead development

¢ Merger and acquisition advisement

¢ The renowned Causey Reports on strategic utility IT and business topics

¢ Technology assessment

For more information on our services and how we can help your company,
contact Mike Smith, Senior Vice President at 916.984.7430 or at
msmith@energycentral.com

Energy Central can also provide Integrated Marketing and Advertising
Solutions through a broad array of target media offerings.

et Intelli search solutions
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Announcing FutureSour'Workstatiq'n-

!The New Source
for Energy

-‘— . Market Data

How do you negotiate the fast-changing futures and
energy markets successfully?

The answer: FutureSource Workstation

With industry-leading data accuracy and reliability,
FutureSource Workstation offers comprehensive energy
market data and software tools.

Data That Gives You a Competitive Edge

» Global, realtime, streaming futures, options, cash,
Forex, energy, indices and equities data

» Extremely clean and fast NYMEX and IPE data,
including all NYMEX Clearport data

» Dow Jones Energy News and cash pricing data
» Third party data and news: Platts, BTU, Natural Gas

“Workstation is simply ~ i=5= 55 e e
the best, as well as the i
best-for-the-value system
I have used in more
than 10 years of
trading. | have chosen
Workstation over
Reuters and Bloomberg
because Workstation —
allows me to set it up

according to my needs. The combination of Workstation
and QuoTrek (for mobile quotes, charts and news on my
BlackBerry) is a set-up I find | can no longer live without.”
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— Olivier Jakob, Business Development Manager,
Lukoil International Trading and Supply Company

eSignal is a division of Interactive Data Corporation (NYSE: IDC).

Intelligence Daily, plus additional cash market data for the
power, gas and crude markets

» U.S. and European weather maps from WSI
» Heren UK/European Power and Gas prices

» Exchange+traded spreads available as quotes, charts, efc.

Functionality That Makes the Data Work for You

» Easy-to-learn, powerfulto-use software with easy access to
cash and futures market pricing

» Simple and robust ability to export prices into Excel
» Flexible contracts
» Customizable fixed page displays with the content you need

» Portability via QuoTrek: Realtime market quotes that share
your desktop exchange fees and that you access on your
favorite handheld device

» Flexible OptionBoard display, along with advanced
analytics via OptionSource

Experience the Power of FutureSource
Workstation for Yourself

Let our experienced representatives walk you through the
features that have many of your peers switching to
FutureSource Workstation.

Call today for your personal demonstration
and ask about our 30-day, risk-free trial*

1.877.879.3929

www.esignal.com/offer/eb

(. FutureSource

A product of eSignal WOf'kStatI on

FutureSource is a registered trademark of eSignal. *All fees will be refunded to you, minus any taxes and applicable add-on service/exchange fees, if you cancel within the first 30 days of service. Call for details. x13369



