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Short-Term Energy and Winter Fuels Outlook

e EIA projects average household expenditures for heating oil and natural gas will increase
by 19 percent and 15 percent, respectively, this winter (October 1 through March 31)
compared with last winter. Projected household expenditures are 5 percent higher for
electricity and 13 percent higher for propane this winter. Average expenditures for
households that heat with heating oil are forecast to be higher than any previous winter
on record (see EIA Short-Term Enerqgy and Winter Fuels Outlook slideshow).

e The forecast for higher household expenditures primarily reflects a return to roughly
normal winter temperatures east of the Rocky Mountains compared with last winter’s
unusual warmth. According to the National Oceanic and Atmospheric Administration’s
(NOAA) most recent projection of heating degree days, the Northeast, Midwest, and
South will be about 2 percent warmer than the 30-year average (1971 —2000), but still
20 percent to 27 percent colder than last winter, while the West is projected to be only
about 1 percent colder than last winter.

e Projected residential heating oil prices average 2 percent higher and natural gas prices 1
percent higher this winter. Winter average electricity and propane prices average about
2 percent and 4 percent lower than last winter, respectively.

e EIA expects U.S. total crude oil production to average 6.3 million barrels per day (bbl/d)
in 2012, an increase of 0.7 million bbl/d from last year. Projected U.S. domestic crude oil
production increases to 6.9 million bbl/d in 2013, the highest level of production since
1993.

e Forecast U.S. real gross domestic product (GDP) grows by 2.2 percent this year and by
1.7 percent next year. Projected world oil-consumption-weighted real GDP grows by 2.7
percent and 2.5 percent in 2012 and 2013, respectively, similar to last month’s Outlook.
EIA expects Brent crude oil prices to fall from recent highs over the rest of 2012,
averaging $111 per barrel over the fourth quarter of 2012 and $103 per barrel in 2013.
EIA expects WTI spot prices to average $93 per barrel in 2013, with the WTI discount to
Brent narrowing to $9 per barrel by the end of 2013.

e Natural gas working inventories ended September 2012 at an estimated 3.7 trillion cubic
feet (Tcf), about 8 percent above the same time last year. EIA expects the Henry Hub
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natural gas spot price, which averaged $4.00 per million British thermal units (MMBtu)
in 2011, to average $2.71 per MMBtu in 2012 and $3.35 per MMBtu in 2013.

Projected Winter Fuel Expenditures by Fuel and Region

The average household winter heating fuel expenditures discussed in this Outlook provide a
broad guide to changes compared with last winter, but fuel expenditures for individual
households are highly dependent on local weather conditions, market size, the size and energy
efficiency of individual homes and their heating equipment, and thermostat settings (see Winter
Fuels Outlook table).

Natural Gas. About one-half of U.S. households use natural gas as their primary heating fuel.
EIA expects households heating with natural gas to spend an average of $89 (15 percent) more
this winter than last winter. The increase in natural gas expenditures represents less than a 1-
percent increase in the average U.S. residential price from last winter and a 14-percent increase
in consumption. The expected increase in consumption is the result of the forecast of near-
normal temperatures this winter, in contrast to the unusually warm winter of 2011-12. The
projected changes in residential natural gas prices this winter range from a 3-percent decline in
the South to a 4-percent increase in the Northeast. Price changes vary across regions because
of a number of factors such as regional changes in production, pipeline supply capacity, and
differences in regulatory constraints in passing price changes through to customers.

Heating Oil. EIA expects households heating primarily with heating oil to spend an average of
about $407 (19 percent) more this winter than last winter as a result of a 2-percent increase in
prices and a 17-percent increase in consumption. About 6 percent of U.S. households depend
on heating oil for space heating; however, the Northeast accounts for about 80 percent of these
households. Low distillate stocks in the East Coast and Gulf Coast states, which provide over 60
percent of the Northeast’s distillate supply, and the state of New York’s switchover from higher
sulfur heating oil to fuel with less than 15 parts per million sulfur, all contribute to an expected
tighter market this winter.

Propane. About 5 percent of total U.S. households heat with propane. EIA expects households
heating primarily with propane to spend more this winter, but that increase varies across
regions. EIA expects that households in the Midwest will see an average increase in both
propane consumption and winter propane expenditures of 17 percent and 11 percent,
respectively, with residential propane prices 5 percent lower than last winter. With
consumption projected to increase by 16 percent over last winter in the Northeast, households
there may see an increase in expenditures of 15 percent with prices lower by an average 1
percent.

Electricity. Households heating primarily with electricity can expect to spend an average of $49
(5 percent) more this winter because of forecasted colder weather despite a projected 2-
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percent decrease in prices. About 38 percent of all U.S. households rely on electricity as their
primary heating fuel, ranging from 14 percent in the Northeast to 62 percent in the South.

Wood. Wood consumption in homes has risen over the past 10 years, reversing a trend seen in
the last two decades of the 20th century. In 2009, U.S. households consumed about 0.5
quadrillion Btu (quads) of wood. Household fuel oil consumption, by comparison, was only
slightly higher at 0.6 quads. In homes across the United States, wood is most commonly used as
a secondary source of heat and is second only to electricity as a supplemental heating fuel.
Twenty percent of New England homes (1.1 million) used wood for space heating, water
heating, or cooking in 2009 (EIA, Residential Energy Consumption Survey, 2009). This is nearly
twice the national rate. Almost half of all rural households used wood in this area of the
country. In contrast, only 12 percent of urban New England households used the fuel.

Global Crude Oil and Liquid Fuels

Global Crude Oil and Liquid Fuels Overview. EIA expects the oil market to loosen in the fourth
quarter of 2012, as global liquid fuels consumption falls from its seasonal peak and output from
countries outside of the Organization of the Petroleum Exporting Countries (OPEC) recovers
from unplanned outages and scheduled maintenance. Persistent unplanned production outages
in non-OPEC countries helped keep the spot price for Brent crude oil near $110 per barrel in the
third quarter of 2012. EIA forecasts that Brent crude, a benchmark for the global oil price, will
average $111 per barrel for the fourth quarter of 2012. In 2013, EIA projects the Brent crude
price to fall to an average of $103 per barrel, although a lingering supply risk because of
instability in the Middle East and North Africa could keep prices higher. EIA also expects global
inventory builds in the first half of 2013 to reach higher levels relative to the same period in
2012, mostly due to an increase in non-OPEC supply.

Global Crude Oil and Liquid Fuels Consumption. World liquid fuels consumption grew by an
estimated 1.1 million bbl/d in 2011. EIA expects consumption growth of about 0.8 million bbl/d
in 2012 and 0.9 million bbl/d in 2013, with China, the Middle East, Central and South America,
and other countries outside of the Organization for Economic Cooperation and Development
(OECD) accounting for essentially all consumption growth. However, forecast consumption falls
by 0.5 million bbl/d during the fourth quarters of 2012, following the end of the global seasonal
demand peak in the third quarter.

Projected OECD liquid fuels consumption declines by 0.4 million bbl/d in 2012 and by an
additional 0.2 million bbl/d in 2013. Although EIA forecasts U.S. liquid fuels consumption to
grow by 0.1 million bbl/d in 2013, this is more than offset by declines in consumption in Europe
and other OECD countries. One possible exception is Japan, where only a handful of nuclear
facilities, at best, will be brought back online in 2013, which could cause its oil consumption to
remain relatively resilient through the forecast period.
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China has been experiencing a slowing of its economic growth rate. EIA’s forecast for China’s oil
consumption growth remains at lower levels than the country experienced in previous years.
EIA projects China’s liquid fuels consumption to rise by 3.6 percent (355 thousand bbl/d) in
2012, the lowest rate of annual growth since 2001, and by 400 thousand bbl/d in 2013.

Non-OPEC Supply. EIA expects non-OPEC liquid fuels production to rise by 570 thousand bbl/d
in 2012, and by a further 1.2 million bbl/d in 2013. The largest area of non-OPEC growth is North
America, where production increases by 1.0 million bbl/d and 670 thousand bbl/d in 2012 and
2013, respectively, due to continued production growth from U.S. onshore shale and other tight
oil formations and from Canadian oil sands.

Some large non-OPEC producers continue to undergo planned maintenance that traditionally
takes place during this time of the year. Kazakhstan’s crude and condensate production was
down by about 160 thousand bbl/d in September 2012 because of planned maintenance at
Tengiz. The field is slowly returning to normal operations. In the North Sea the Buzzard, Elgin,
and Franklin fields are currently out for maintenance. Buzzard is expected to return to full
production at the end of October. Total announced that Elgin and Franklin maintenance will be
extended through December. Maintenance in Norway's fields reduced output by more than 20
thousand bbl/d in September 2012. This was mainly due to maintenance at the Troll field, but
also includes smaller volumes from other fields, such as Gullfaks and Ekofisk.

Unplanned outages and disruptions to non-OPEC production increased in August and
September, averaging around 1.1 million bbl/d. Hurricane Isaac contributed to production shut-
ins in the Gulf of Mexico averaging about 210 thousand bbl/d in both August and September.

EIA has made slight adjustments in its forecasts for Colombia and Brazil, the two leading sources
of non-OPEC supply in South America, due in part to lower output in recent months. In
Colombia, anti-government rebels had intensified the frequency and severity of their attacks on
the Cafno Limdn pipeline and other oil infrastructure, which contributed to an estimated decline
in August production relative to the previous month and year-ago levels. However, security
threats have abated in anticipation of peace talks and Colombian oil production is estimated to
have partially recovered in September, which has led to renewed optimism that the country can
resume its production gains. Brazilian liquid fuels production has also consistently failed to meet
expectations in recent months due to persistent maintenance-related shutdowns, larger-than-
expected field declines, the impacts of a relatively poor sugarcane harvest on ethanol
production, and the continued outage at the Chevron-operated Frade field. Unless output is
quickly restored, Brazilian liquids production is likely to decline on a year-to-year basis.

Sudan and South Sudan signed a series of agreements to settle their dispute and restart oil
production in the South, eight months after South Sudan halted its crude oil exports via
pipelines through Sudan and shut in all production. Sudan and South Sudan had already reached
an understanding on oil transit fees, but the resumption of production was contingent on a
broader deal on border security. The two countries have now signed an agreement on security
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arrangements; however, some post-independence issues such as border demarcation, rights to
the disputed Abyei region, and Sudan’s claim for compensation of Sudapet’s assets that went to
South Sudan remain unresolved. Nonetheless, South Sudan expects to restart production and
exports before the end of this year, but has previously cautioned it could take four to six months
to bring output back to full volumes, possibly longer for areas damaged during military clashes.

Forecasting South Sudan’s oil restart and the pace of the ramp-up remains a challenge given
uncertainties include: the extent of damage to infrastructure at fields within the Greater Nile Qil
Project; the ability for some mature fields that were previously declining in output to reach pre-
shut-in levels; the extent to which the shut-in left any permanent irreversible damage that could
compromise future output; how quickly export pipelines will be flushed out; and any other
mechanical issues that may arise during the restart. EIA does not expect South Sudan’s
production to return to pre-shut-in levels in the forecast period.

OPEC Supply. EIA expects that OPEC members will continue to produce more than 30 million
bbl/d of crude oil over the next two years to accommodate the projected increase in world oil
consumption and to counterbalance supply disruptions. Projected OPEC crude oil production
increases by about 1.2 million bbl/d in 2012 and remains mostly flat in 2013. OPEC non-crude
oil liquids (condensates, natural gas liquids, and gas-to-liquids), which are not covered by OPEC's
production quotas, averaged 5.3 million bbl/d in 2011 and are forecast to increase by 0.3 million
bbl/d in 2012 and by 0.2 million bbl/d in 2013.

EIA estimates that Iran’s crude oil production declined by 50 thousand bbl/d in September 2012,
following a 100-thousand-bbl/d decline the month before. EIA expects Iran’s crude oil
production to fall by about 1 million bbl/d by the end of 2012, relative to an estimated output
level of 3.6 million bbl/d at the end of 2011. The decline in Iran’s crude oil production capacity
will continue due to the country’s inability to carry out investment projects that are necessary to
offset the natural decline in production from existing wells.

It is difficult to differentiate between the effects of the latest round of sanctions on Iran and
those enacted in previous years when assessing impacts on Iranian oil production. While
countries in the European Union appear to have ceased imports of Iranian crude oil, the
reinsurance ban affected Iran’s ability to sell its crude to some of its largest customers in Asia,
including Japan and South Korea. Most of Iran’s crude oil customers have been able to replace
insurance coverage, once provided by European protection and indemnity (P&lI) clubs, over the
last two months, although preliminary data show a very small increase in imports of Iranian
crude oil by those customers in August. EIA bases this assessment on preliminary commercial
data on tanker liftings from Iran, press reports, official Iranian statements, and other relevant
information. This tentative interpretation of a very fluid situation could change as data are
revised and more details emerge.

The attacks on American personnel in Benghazi, Libya, serve as a tragic reminder that insecurity
continues to plague the country, including some areas in which oil infrastructure is
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concentrated. Though Libya has continued to maintain production at relatively high levels and
recently restarted its largest refinery, it poses a downside risk to the supply forecast given the
possibility of future disruption.

World oil surplus production capacity is almost entirely concentrated in one country: Saudi
Arabia. With Saudi Arabian oil production at or near 10 million bbl/d for much of 2012, global
surplus production capacity has been in the neighborhood of 2 million bbl/d during this time.

OECD Petroleum Inventories. EIA estimates that OECD commercial oil inventories ended 2011
at 2.60 billion barrels, equivalent to just under 56 days of forward-cover. Projected OECD oil
inventories increase to 2.64 billion barrels and 57 days of forward-cover by the end of 2012.
Forecast days of supply are at the highest end-of-year levels since 1991 because of the decline in
OECD consumption over the last 7 years.

Crude Oil Prices. EIA projects the price of Brent crude oil will average $112 per barrel in 2012
and $103 per barrel in 2013, both mostly unchanged from last month’s Outlook. EIA expects the
WTI price to average $93 per barrel in the second half of 2012 and largely remain at this level
throughout the forecast period. After increasing to as high as $19 per barrel in August and
September of this year, EIA expects that the WTI crude oil spot price discount to the Brent crude
oil spot price will average $17 per barrel in the fourth quarter of 2012 before falling to $9 per
barrel by the end of 2013.

Energy price forecasts are highly uncertain (Market Prices and Uncertainty Report). WTI futures
for January 2013 delivery during the five-day period ending October 4, 2012, averaged $92.09
per barrel. Implied volatility averaged 31 percent, establishing the lower and upper limits of the

95-percent confidence interval for the market's expectations of monthly average WTI prices in
January 2013 at $70 per barrel and $121 per barrel, respectively. Last year at this time, WTI for
January 2012 delivery averaged $79 per barrel and implied volatility averaged 50 percent. The
corresponding lower and upper limits of the 95-percent confidence interval were $51 per barrel
and $123 per barrel.

U.S. Crude Oil and Liquid Fuels

U.S. Liquid Fuels Consumption. Total liquid fuels consumption fell 230 thousand bbl/d (1.2
percent) in 2011, driven by a 240-thousand-bbl/d drop in motor gasoline consumption. Forecast
total liquid fuels consumption falls by 280 thousand bbl/d (1.5 percent) in 2012 including a
decline in motor gasoline consumption of 30 thousand bbl/d. Warm weather during the first
half of the year contributes to a projected 110-thousand-bbl/d decline in distillate fuel oil
consumption in 2012. In 2013, total liquid fuels consumption increases by 110 thousand bbl/d
(0.6 percent). Most of the recovery in consumption next year comes from distillate fuel oil and
natural gas liquids consumption, which rise because of continued growth in freight shipments
and industrial use as well as the assumption of near-normal weather this coming winter.
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Despite higher assumed growth in U.S. real disposable income and projected declines in retail
gasoline pump prices of 6 percent in 2013, forecast motor gasoline consumption remains almost
unchanged from that of the previous year because of continued slow growth in the driving-age
population, improvements in the average fuel economy of new vehicles, and increased rates of
retirement of older, less-fuel-efficient vehicles.

U.S. Liquid Fuels Supply and Imports. Domestic crude oil production increased by an estimated
180 thousand bbl/d (3.2 percent) to 5.7 million bbl/d in 2011. Forecast crude oil production
increases to 6.3 million bbl/d in 2012 with lower-48 (excluding the federal Gulf of Mexico) crude
oil production growing by 780 thousand bbl/d, primarily from the Bakken, Permian basin, and
Eagle Ford producing areas. Hurricane Isaac in the Gulf of Mexico led to U.S. crude oil
production shut-ins averaging 220 thousand bbl/d in August and 200 thousand bbl/d in
September. Total crude oil output rises a further 530 thousand bbl/d in 2013. The number of
onshore oil-directed drilling rigs reported by Baker Hughes has increased from 777 at the
beginning of 2011 to 1,191 at the start of 2012, and to 1,398 as of October 5, 2012.

The share of total U.S. consumption met by liquid fuel net imports of both crude oil and
products has been falling since peaking at over 60 percent in 2005. In 2011, it averaged 45
percent, down from 49 percent in 2010. EIA expects that the total net import share of
consumption will continue to decline to 41 percent in 2012 and to 39 percent in 2013 because
of the substantial increases in domestic crude oil production. If the 2013 forecast holds true, it
would be the first time the share of total U.S. consumption met by liquid fuel net imports is less
than 40 percent since 1991.

U.S. Petroleum Product Prices. After a sharp increase in retail gasoline prices earlier this year,
the monthly average price for regular grade gasoline reached $3.90 per gallon in April 2012.
Prices then fell for three consecutive months, averaging $3.44 per gallon in July. Rising crude
prices contributed to a second run-up in regular gasoline retail prices to an average of $3.85 per
gallon in September 2012. EIA expects retail gasoline prices to begin declining in October as the
gasoline market transitions from summer-grade to winter-grade gasoline specifications and
forecast crude oil prices begin to fall. Projected regular gasoline retail prices average $3.60 per
gallon during the fourth quarter of 2012, up slightly from $3.58 per gallon projected in last
month’s Outlook. Projected regular gasoline retail prices average $3.65 per gallon in 2012 and
$3.44 per gallon in 2013.

Diesel fuel retail prices rose from a monthly average of $3.83 per gallon to January 2012 to a
high of $4.13 in March, then fell to a low of $3.72 in July. Tight market conditions and increasing
crude oil prices drove on-highway diesel fuel prices back near monthly highs for the year
average $4.12 per gallon in September. EIA expects that on-highway diesel fuel retail prices will
average $3.98 per gallon during the fourth quarter of this year and $3.81 per gallon in 2013.
Wholesale diesel margins (the difference between the wholesale price of diesel and the refiner
acquisition cost of crude oil) averaged 60 cents per gallon the first half of 2012 before climbing
to an estimated 85 cents per gallon in September, the highest level since May 2008. In 2012,
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EIA projects those margins will average 68 cents per gallon in 2012 and 63 cents per gallon in
2013, compared with the previous 5-year average of 52 cents per gallon.

Natural Gas

U.S. Natural Gas Consumption. EIA expects that natural gas consumption will average 69.8
billion cubic feet per day (Bcf/d) in 2012, an increase of 3.1 Bcf/d (4.7 percent) from 2011. Large
gains in electric power use in 2012 more than offset declines in residential and commercial use.
Projected consumption of natural gas in the electric power sector averages 25.4 Bcf/d in 2012,
22 percent higher than in 2011, primarily driven by the improved relative cost advantages of
natural gas over coal for power generation in some regions. Consumption in the electric power
sector during 2012 was 35.1 Bcf/d in July 2012, when electricity demand for air conditioning was
highest.

Projected total natural gas consumption decreases by 0.2 Bcf/d (0.2 percent) in 2013. Expected
declines in the electric power sector offset increases in residential, commercial, and industrial
consumption. A forecast of near-normal weather during the upcoming winter (i.e., colder than
last year’s abnormally warm winter) drives 2013 increases in residential and commercial
consumption of 11.5 percent and 10.3 percent, respectively. Although projected higher natural
gas prices contribute to a 10.4-percent decline in forecast natural gas consumption in the
electric power sector in 2013, consumption in the power sector next year is still expected to be
about 1.9 Bcf/d higher than 2011 levels and high by historical standards.

U.S. Natural Gas Production and Imports. Total marketed production of natural gas grew by 4.8
Bcf/d (7.9 percent) in 2011. This strong growth was driven in large part by increases in shale gas
production. So far during 2012, production has fluctuated with small ups and downs, in contrast
to the strong upward growth seen between 2009 and 2011. EIA expects some small declines in
production in the coming months, related to recent drops in the rig count. According to Baker
Hughes, the natural gas rig count was 437 as of October 4, 2012, compared with 811 at the start
of 2012. EIA forecasts that total marketed production growth will slow to 2.6 Bcf/d in 2012 and
0.4 Bcf/d in 2013, as the reduction in drilling activity is offset by growth in production from
liquids-rich natural gas production areas such as the Eagle Ford and wet areas of the Marcellus
Shale, and associated gas from the growth in domestic crude oil production.

EIA expects pipeline gross imports will fall by 0.2 Bcf/d (2.3 percent) in 2012, as domestic supply
continues to displace Canadian sources. The warm winter in the United States early this year
also added to the year-over-year decline in imports, particularly to the Northeast where
imported natural gas can serve as additional supply in times of very cold weather. EIA expects
little change in pipeline gross imports in 2013. Pipeline gross exports grew by 1.0 Bcf/d (33
percent) in 2011, driven by increased exports to Mexico, but are expected to remain mostly flat
in 2012, and grow by 0.1 Bcf/d in 2013.
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Liquefied natural gas (LNG) imports are expected to fall by about one-half in 2012 from the year
before. EIA expects that an average of about 0.5 Bcf/d will arrive in the United States (mainly at
the Elba Island terminal in Georgia and the Everett terminal in New England) both in 2012 and
2013, either to fulfill long-term contract obligations or to take advantage of temporarily high
local prices due to cold snaps and disruptions. Higher prices for LNG, particularly in Asian
markets, have made the United States a market of last resort for LNG suppliers.

U.S. Natural Gas Inventories. Working natural gas inventories remain at historically high levels
for this time of year. As of September 28, 2012, according to EIA’s Weekly Natural Gas Storage
Report, working inventories totaled 3,653 Bcf, which is 272 Bcf greater than last year’s level and
281 Bcf above the five-year average. EIA expects that inventory levels at the end of October
2012 will set a record high of 3,903 Bcf. Because of very high inventories at the start of the

summer injection season this year, working inventories have remained high and stock builds
have been below both the five-year average and last year’s level since April 2012, with a few
exceptions. The projected increase of 1,426 Bcf in working gas inventory during the 2012
injection season (from the beginning of April through the end of October) would be the smallest
build since 1987.

U.S. Natural Gas Prices. Natural gas spot prices averaged $2.85 per MMBtu at the Henry Hub in
September 2012, up $0.01 per MMBtu from the August average and $1.05 per MMBtu (27
percent) lower than the September 2011 average. While abundant supplies have kept prices
relatively low, a hot summer and associated increases in demand for natural gas for power
generation contributed to Henry Hub spot price increases this summer, from the monthly
average low of $1.95 per MMBtu in April 2012. EIA expects the Henry Hub natural gas price will
average $2.71 per MMBtu in 2012 and $3.35 per MMBtu in 2013.

Natural gas futures prices for January 2013 delivery (for the five-day period ending October 4,
2012) averaged $3.84 per MMBtu. Current options and futures prices imply that market
participants place the lower and upper bounds for the 95-percent confidence interval for
January 2013 contracts at $2.77 per MMBtu and $5.31 per MMBtu, respectively. At this time
last year, the January 2012 natural gas futures contract averaged $4.10 per MMBtu and the
corresponding lower and upper limits of the 95-percent confidence interval were $3.10 per
MMBtu and $5.40 per MMBtu.

Coal

U.S. Coal Supply. EIA forecasts that coal production will decline by 6 percent in 2012 as
domestic consumption falls. EIA expects that production will total 1,027 million short tons
(MMst) in 2012, 68 MMst below the 2011 total. EIA expects production to fall by 1 percent (12
MMst) in 2013 as inventory draws and lower exports offset an increase in domestic
consumption in the forecast. Electric power sector stocks, which ended 2011 at 175 MMst, are
forecast to total 187 MMst at the end of the 2012. Inventories are expected to decline slightly in
2013, but they will remain at elevated levels.
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U.S. Coal Trade. EIA expects U.S. coal exports to remain strong in 2012 and exceed the 107
MMst exported in 2011. The United States exported 11.6 MMst of coal in July, the fifth
consecutive month with exports exceeding 11 MMst. EIA projects coal exports to total a record
125 MMst in 2012. EIA expects that coal exports will decline in 2013 but remain above 100
MMst for the third straight year. Falling international coal prices and slower economic growth,
particularly in China, are primary reasons for the expected decline in coal exports. U.S. exports
could be higher if there are significant supply disruptions from any of the major coal-exporting
countries. U.S. coal exports averaged 56 MMst in the decade preceding 2011.

U.S. Coal Prices. Delivered coal prices to the electric power industry increased steadily over the
10-year period ending in 2011, when the delivered coal price averaged $2.40 per MMBtu (a 6-
percent increase from 2010). However, EIA expects the decline in demand for coal, combined
with large coal inventories, will begin to put downward pressure on coal prices and contribute to
the shut-in of higher-cost production. EIA forecasts that the delivered coal price will average
$2.40 per MMBtu in 2012 and $2.42 per MMBtu in 2013.

Electricity

U.S. Electricity Consumption. During this past winter, U.S. heating degree days during the
fourth quarter of 2011 and the first quarter of 2012 totaled 18 percent below the 30-year
normal. Temperatures this winter are expected to be colder than last winter. In particular,
projected heating degree days in the southern states, where a majority of homes heat with
electricity, are 27 percent higher than last winter. As a result of the colder weather, EIA projects
retail sales of electricity to the residential sector this winter will average 6.2 percent more than
retail sales last winter.

U.S. Electricity Generation. Natural gas prices have risen steadily since this past spring. In
September, the Henry Hub price averaged $2.85 per million Btu, which was 46 percent higher
than the average in April. With higher natural gas prices EIA expects natural gas to lose some of
its recent gains in electricity generation market share. The share of total generation fueled by
natural gas in the fourth quarter of 2012 is projected to average 27.8 percent compared with
25.4 percent during the same period last year. By the beginning of 2013, higher natural gas
prices should contribute to year-over-year declines in natural gas’s share of total generation.
EIA expects natural gas to fuel 25.8 percent of generation during the first quarter of 2013, which
is 2.8 percentage points lower than during the first quarter of 2012.

U.S. Electricity Retail Prices. EIA expects the nominal U.S. residential electricity price will rise by
0.4 percent during 2012 to an average of 11.84 cents per kilowatthour. During 2013, U.S.
residential retail electricity prices increase 1.3 percent over the average 2012 price. When
measured in real terms, the U.S. residential electricity price declines by 1.7 percent in 2012 and
by 0.3 percent in 2013.
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Renewables and Carbon Dioxide Emissions

U.S. Renewables. After growing by 13.9 percent in 2011, total renewable energy consumption
is projected to decline by 2.3 percent in 2012. This decrease is the result of hydropower use
falling by 0.4 quadrillion Btu (13.8 percent) as it begins to return to its long-term average. The
decline in hydropower from 2011 to 2012 more than offsets the projected growth in the
consumption of other renewable energy forms. Renewable energy consumption increases 2.4
percent in 2013 as hydropower continues to decline (2.3 percent) but non-hydropower
renewables grow by an average of 4.8 percent.

Under current law, federal production tax credits for wind-powered generation will not be
available for turbines that begin operating after the end of 2012. Wind-powered generation,
which grew by 26 percent in 2011, is forecast to grow an additional 16 percent in 2012. The
outlook for wind capacity additions and generation in 2013 will likely depend on whatever
decision is made regarding the extension of production tax credits.

As a result of drought conditions depressing corn harvests throughout the Midwest, fuel ethanol
production fell from an average of 890 thousand bbl/d during the second quarter of 2012 to an
average of 820 thousand bbl/d in the third quarter 2012. EIA expects ethanol production will
remain near current levels through the first half of 2013 and recover in the second half of 2013,
averaging 850 thousand bbl/d (13.03 billion gallons) for the year. The projected lower ethanol
production is generally matched by lower ethanol exports.

Biodiesel production averaged about 63 thousand bbl/d (0.97 billion gallons) in 2011. Forecast
biodiesel production averages 67 thousand bbl/d in 2012 and 83 thousand bbl/d in 2013, with
biodiesel blending meeting the Renewable Fuel Standard requirements of 1.0 billion gallons and
1.28 billion gallons respectively in those years.

U.S. Energy-Related Carbon Dioxide Emissions. After declining by 2.3 percent in 2011, fossil
fuel emissions are projected to further decline by 2.7 percent in 2012. This decline is followed
by an increase of 1.9 percent in 2013. Petroleum emissions fall by 1.4 percent in 2012 and grow
0.2 percent in 2013. Natural gas emissions rise by 5.2 percent in 2012 and fall by 0.4 percent in
2013. Coal emissions decline 9.7 percent in 2012, but are projected to rise by 6.0 percent in
2013 as rising natural gas prices lead to increases in coal-fired electricity generation.
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