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The Oil Sands Sector index has just been rebalanced to take into account the 
pending buyout of UTS Energy by Total SA of France.  UTS Energy was added to 
the index at the inception date of June 30, 2004 when it was priced at $0.70/share.  
I want to thank the management of UTS Energy for generating over 400+% in 
gains over the last six years during what I believe has been a challenging 
operating environment.  I look forward to seeing what new ventures some of the 
management will develop in the future and I wish them all the best.  
Unfortunately, OPTI Canada failed to qualify for the index during this rebalance 
due to its market capitalization being below the $500 MM market capitalization 
level.  On the positive side, MEG Energy did qualify it is place and will be added 
to the index at the end of September, 2010.  I will discuss the changes to the index 
in next month’s commentary.   
 
August was a tough month for energy producers.  Crude oil dropped 8.9% and 
natural gas dropped a stunning 22.5%.  The benchmark S&P/TSX Energy index 
was the best performer but still lost 3.5%.  Oil sands stocks dropped 6.8%, hurt 
primarily by pure play oil sands producers. 
  
Index     Symbol Region            Aug 2010  

Return 
NYMEX Natural Gas  NGAS  US                -8.9%** 
NYMEX Crude Oil    OIL  US   -22.5%** 
Oil Sands Sector Index®   SOSSI Canada    -6.8%* 
S&P/TSX Capped Energy  TTEN  Canada    -3.5%* 
* Return in Canadian dollar terms.    **Return in US dollar terms.  
 
It was clear that pure play oil sands producers took the biggest hits in August.  
OPTI announce a share offering that is dilutive to existing shareholders.  My 
hope is that this will allow them to get back on their feet and once more be 
included in the index.  Dividend paying producers did well in August.   
 
Top Performing Stocks Aug 2010        Worst Performing Stocks Aug 2010 
  
 
 
 
 

Baytex Energy Trust 8.1%
Enerplus Resources Trust 4.3%
Penn West Energy Trust 0.9%
Husky Energy -0.1%
UTS Energy -0.3%

OPTI Canada -37.6%
Connacher Oil & Gas -19.5%
Ivanhoe Energy -13.3%
Petrobank Energy -12.7%
Athabasca Oil Sands Corp -11.7%
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Rising Costs and Declining Prices 
 
What happened to the North American natural gas market could easily happen 
to crude oil.  Unconventional sources of natural gas from coal seams, shale and 
tight gas has dramatically impacted the supply of natural gas and its price.  My 
concern revolves around the double threat of weak global demand for crude oil 
combined with the economic needs of oil producing nations.  I’ve read two 
viewpoints on this issue over the last month.  One side believes that supply will 
be constrained and more conflict in the Middle East will further constrain 
supply.  The other viewpoint is that current supply and demand indicates that a 
much lower crude oil price is warranted at this time.  My own viewpoint is that 
the investment demand for crude oil is much higher than commercial demand at 
this time.  The risk is that investment demand could disappear, like it did in mid- 
2008.  This could result in a renewed, rapid decline similar to what we 
experienced two years ago.  The chart below shows how tight the trading range 
of crude oil has been in the last year.  I think a decisive break either below or 
above this trading range will be the beginning of a new long term trend.  For 
now I will impatiently wait in anxious anticipation. 
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WTI Spot Crude Oil Prices 
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