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• Covered E&P Equities Rose Last Week.  For the week, Wachovia-covered E&P 

equities gained 4% on average.  This outperformed the SPX, which was  down 4%, 
the OSX which was down 1%, and the EPX, which was down 2%.  For the past 
month (rolling), Wachovia-covered E&P names are up 13%, versus the SPX, which 
is up 0.2%, the OSX up 9%, and the EPX, which is up 11%. 

• Injection Below Street.  EIA reported a natural gas storage withdrawal of 47 Bcf, 
which compared to consensus of 78 Bcf.  The withdrawal compared to the 5-yr 
average withdrawal of 84 Bcf and last year's 171 Bcf withdrawal.  Year-on-year 
surplus at 80 Bcf (3%), as compared to a 44 Bcf (-2%) deficit last week.  The 
surplus versus the 5-yr average is 94 Bcf or (3%), versus a 56 Bcf surplus last week 
or (2%). 

• Gas Futures Prices Down, Oil Prices Follow.  The front-month natural gas price 
was down 8% for the week (from the prior Friday’s close), putting the YTD decline 
at 2%.  Average U.S. spot market prices were up 2% from the prior Friday’s close, 
putting the YTD gain at 5%.  Regionally, basis differentials moved with the group 
as the basis differentials we track contracted 16% on average.  Front-month crude 
oil prices were down 12% for the week (from the previous Friday’s close), leaving 
the commodity down 9% YTD.  The Cushing spot price continues to track the 
future.   

• Hold On – It’s Gonna Get Ugly.  As we enter reporting season, the next few 
weeks are going to be interesting.  While some of the negative news is already built 
in to prices, we believe that estimates still need to come down and the reporting 
season will likely be filled with negative news.  Given current and year-end hub 
pricing, reserve revisions and impairment charges are inevitable.  Lower reserves 
and lower forward pricing translate to lower revolvers, which leads to a credit 
squeeze.  We think the E&P space could get ugly, particularly with respect to the 
mid and small cap space. 
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Discussion 
 
Stock Performance  
As illustrated below, for the week, Wachovia-covered E&P equities gained 4% on average.  This 
outperformed the SPX, which was  down 4%, the OSX which was down 1%, and the EPX, which was down 
2%.  For the past month (rolling), Wachovia-covered E&P names are up 13%, versus the SPX, which is up 
0.2%, the OSX up 9%, and the EPX, which is up 11%. 
 
Exhibit 1:  Relative Performance Statistics 
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Source: Bloomberg 
 
From within our universe, the leader for the week was Gasco Energy, Inc. which rose 39%, while Petroleum 
Development Corp. fell 14%.  Year to date, the group leader is Quicksilver Resources, Inc. with a 49% gain, 
while the group laggard is Petroleum Development Corp. with an 7% decline.  The average YTD 
performance for our covered names has been a gain of 12%. 
 
Exhibit 2:  Universe Leaders and Laggards 

 
Price Price % 7-Day Price Price % YTD 

Company Ticker Rating 1/2/2009 1/9/2009 Performance Company Ticker Rating 12/31/2008 1/9/2009 Performance
Gasco Energy, Inc. GSX MP 0.41 0.57 39.0% Quicksilver Resources, Inc. KWK MP 5.57 8.27 48.5%
Quicksilver Resources, Inc. KWK MP 6.21 8.27 33.2% Gasco Energy, Inc. GSX MP 0.39 0.57 46.2%
Warren Resources Inc. WRES MP 2.05 2.56 24.9% Warren Resources Inc. WRES MP 1.99 2.56 28.6%
Carrizo Oil and Gas CRZO OP 17.70 19.45 9.9% Carrizo Oil and Gas CRZO OP 16.10 19.45 20.8%
Whiting USA Trust I WHX MP 11.20 12.10 8.0% Pioneer Natural Resources PXD MP 16.18 19.31 19.3%
Pioneer Natural Resources PXD MP 18.05 19.31 7.0% Whiting Petroleum, Inc. WLL MP 33.46 37.89 13.2%
Approach Resources Inc. AREX MP 7.20 7.69 6.8% Forest Oil FST OP 16.49 18.46 11.9%
Berry Petroleum BRY MP 8.05 8.39 4.2% Whiting USA Trust I WHX MP 10.88 12.10 11.2%
Whiting Petroleum, Inc. WLL MP 37.01 37.89 2.4% Berry Petroleum BRY MP 7.56 8.39 11.0%
Apache Corporation APA MP 79.26 80.62 1.7% Delta Petroleum DPTR UP 4.76 5.26 10.5%
Forest Oil FST OP 18.21 18.46 1.4% Apache Corporation APA MP 74.53 80.62 8.2%
Newfield Exploration Company NFX MP 21.11 21.35 1.1% Newfield Exploration Company NFX MP 19.75 21.35 8.1%
Delta Petroleum DPTR UP 5.24 5.26 0.4% Range Resources Corp. RRC OP 34.39 36.84 7.1%
XTO Energy XTO OP 37.58 37.60 0.1% Bill Barrett Corporation BBG MP 21.13 22.57 6.8%
Anadarko Petroleum Corp. APC OP 40.62 40.54 -0.2% XTO Energy XTO OP 35.27 37.60 6.6%
Range Resources Corp. RRC OP 37.08 36.84 -0.6% Approach Resources Inc. AREX MP 7.31 7.69 5.2%
Ultra Petroleum Corp. UPL OP 36.92 36.19 -2.0% Anadarko Petroleum Corp. APC OP 38.55 40.54 5.2%
Chesapeake Energy Corp CHK MP 17.27 16.68 -3.4% Ultra Petroleum Corp. UPL OP 34.51 36.19 4.9%
Devon Energy Corp. DVN MP 68.49 65.56 -4.3% Chesapeake Energy Corp CHK MP 16.17 16.68 3.2%
EOG Resources, Inc. EOG MP 70.39 66.54 -5.5% EOG Resources, Inc. EOG MP 66.58 66.54 -0.1%
Bill Barrett Corporation BBG MP 23.91 22.57 -5.6% St. Mary Land & Exploration SM MP 20.31 20.27 -0.2%
St. Mary Land & Exploration SM MP 21.93 20.27 -7.6% Devon Energy Corp. DVN MP 65.71 65.56 -0.2%
Petroleum Development Corp. PETD MP 25.88 22.28 -13.9% Petroleum Development Corp. PETD MP 24.07 22.28 -7.4%
S&P 500 SPX - 931.80 890.35 -4.4% S&P 500 SPX - 903.25 890.35 -1.4%
Oil Service Index OSX - 130.66 129.11 -1.2% Oil Service Index OSX - 121.39 129.11 6.4%
E&P Index EPX - 254.29 250.11 -1.6% E&P Index EPX - 236.34 250.11 5.8%

Universe Average: 4.2% Universe Average: 11.7%  
 

Source: Bloomberg, Wachovia Capital Markets, LLC estimates 
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Exhibit 3:  Universe Short Interest Ratio 
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Source: Bloomberg 

 
 Universe Valuations 
 
Exhibit 4:  Relative Group Valuations 
 

Large Cap Comps P/NAV 2007 2008E 2008E 2009E 2007 2008E 2009E
Anadarko Petroleum Corp. 87% $2.14 $2.10 3.0 4.5 4.6 3.7 6.0
Devon Energy Corp. 98% $2.17 $1.91 3.2 5.5 4.6 2.7 5.6
Apache Corporation 115% $2.04 $1.89 4.0 6.4 4.1 3.3 5.8
XTO Energy 75% $2.82 $2.14 4.0 3.4 7.7 5.6 4.4
Chesapeake Energy Corp 53% $2.31 $1.94 1.8 1.7 5.4 4.3 3.9
EOG Resources, Inc. 90% $2.31 $1.98 3.0 5.7 6.3 3.6 5.1
Average 86% $2.30 $1.99 3.1 4.5 5.5 3.9 5.1

Mid Cap Comps P/NAV 2007 2008E 2008E 2009E 2007 2008E 2009E
Ultra Petroleum Corp. 71% $2.09 $1.75 7.8 11.5 13.1 7.1 9.9
Newfield Exploration Company 78% $1.99 $1.77 2.0 1.8 4.3 2.8 2.9
Pioneer Natural Resources 118% $0.91 $0.89 2.0 3.5 5.3 4.3 6.2
Range Resources Corp. 82% $3.39 $2.77 6.8 8.4 12.4 7.7 8.8
Quicksilver Resources, Inc. 72% $2.59 $1.55 2.9 3.4 11.2 6.8 7.0
Forest Oil 62% $2.14 $1.82 1.5 2.3 5.6 3.3 4.7
Whiting Petroleum, Inc. 116% $1.88 $1.70 2.2 4.1 5.9 3.4 5.6
St. Mary Land & Exploration 92% $1.76 $1.61 1.7 3.2 2.9 2.4 4.3
Bill Barrett Corporation 76% $2.39 $1.85 2.4 2.5 5.5 3.2 3.2
Berry Petroleum 93% $1.61 $1.17 1.0 1.5 5.9 3.9 5.4
Average 86% $2.07 $1.69 3.0 4.2 7.2 4.5 5.8

Small Cap Comps P/NAV 2007 2008E 2008E 2009E 2007 2008E 2009E
Delta Petroleum 183% $3.33 $1.99 5.1 - 18.2 12.9 26.8
Warren Resources Inc. 94% $0.70 $0.68 2.2 12.4 11.3 3.6 9.1
Petroleum Development Corp. 43% $0.95 $0.81 1.6 2.0 5.4 2.1 2.9
Carrizo Oil and Gas 79% $3.21 $2.42 5.5 4.3 13.6 6.8 6.6
Approach Resources Inc. 63% $1.03 $0.85 2.8 2.8 8.8 2.9 3.8
Gasco Energy, Inc. 30% $1.32 $1.16 3.3 3.7 21.8 4.9 6.2
Whiting USA Trust I 128% $3.41 n/a n/a n/a n/a n/a n/a
Average 89% $1.99 $1.32 3.4 5.0 13.2 5.5 9.2

EV/MCFE P/DCF EV/EBITDAX

EV/MCFE P/DCF EV/EBITDAX

EV/MCFE P/DCF EV/EBITDAX

 
 

Source: Wachovia Capital Markets, LLC estimates, company filings, and Bloomberg 
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Exhibit 5:  Ranked Universe Valuation Metrics 
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Source:  Wachovia Capital Markets, LLC estimates and Bloomberg 

 
Weekly Commodity Review   
 
Natural Gas 
The front-month natural gas price was down 8% for the week (from the prior Friday’s close), putting the 
YTD decline at 2%.  Average U.S. spot market prices were up 2% from the prior Friday’s close, putting the 
YTD gain at 5%.  Regionally, basis differentials moved with the group as the basis differentials we track 
contracted 16% on average.  Our current natural gas price forecasts are detailed in the table below.  
 
Exhibit 6:  Wachovia And Consensus Natural Gas Price Deck 
 
Natural Gas Price Assumptions 2007 Q108 Q208 Q308 Q408 2008 Q109E Q209E Q309E Q409E 2009E
Natural Gas - Henry Hub ($/MMbtu) $6.87 8.02 10.93 10.25 6.95 $9.04 5.13 5.39 6.41 6.67 $5.89

Old Estimate - - - - - $9.41 8.72 8.21 7.70 8.21 $8.21
First Call Consensus - - - - - $8.85 $7.17 $7.05 $7.20 $7.52 $7.22

 
 

Source: Wachovia Capital Markets, LLC estimates and First Call 
 
 
Exhibit 7:  Natural Gas Price Behavior 
 

U.S. Average Spot Price - $/MMbtu
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Source: Bloomberg 
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Exhibit 8:  Natural Gas Net Non-Commercial Positions, Futures & Options  
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Source:  Bloomberg 

 
 
 

Exhibit 9:  Regional Hubs--Basis Differential From Henry Hub 
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Source:  Bloomberg 
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Natural Gas Withdrawal Of 47 Bcf Below Street's 78 Bcf 
 
Withdrawal Below Street.  EIA reported a natural gas storage withdrawal of 47 Bcf, which compared to 
consensus of 78 Bcf.  The withdrawal compared to the 5-yr average withdrawal of 84 Bcf and last year's 171 
Bcf withdrawal. 
 
Storage At 2,830, Y/Y Deficit Expands.  Year-on-year surplus at 80 Bcf (3%), as compared to a 44 Bcf (-
2%) deficit last week.  The surplus versus the 5-yr average is 94 Bcf or (3%), versus a 56 Bcf surplus last 
week or (2%). 
 
 
Exhibit 10:  Natural Gas Storage Inventories  
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Source: Wachovia Capital Markets, LLC estimates and American Gas Association   
 
 
 
 
Exhibit 11:  Theoretical Over / Undersupplied Status of Natural Gas Market 
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Source:  Wachovia Capital Markets, LLC estimates and Bloomberg 
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Crude Oil 
Front-month crude oil prices were down 12% for the week (from the previous Friday’s close), leaving the 
commodity down 9% YTD.  The Cushing spot price continues to track the future.  Our crude oil price 
estimates/forecasts are detailed in the table below.   
 
Exhibit 12:  Wachovia And Consensus Crude Oil Price Deck 
 
Crude Price Assumptions 2007 Q108 Q208 Q308 Q408 2008 Q109E Q209E Q309E Q409E 2009E
Crude Oil (WTI) $72.17 97.82 123.80 118.22 59.08 $99.73 51.00 55.00 55.00 59.00 $55.00

Old Estimate - - - - - $110.02 105.00 110.00 100.00 105.00 $105.00
First Call Consensus - - - - - $99.50 59.90 61.61 66.89 70.11 $66.00  

 

Source: Wachovia Capital Markets, LLC estimates and First Call 
 
 
Exhibit 13:  Crude Oil Price Behavior 
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Source: Bloomberg 
 
 
Exhibit 14:  Basis Differentials Versus WTI 

Alberta Crude - WTI Differential - $/bbl
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Brent Crude WTI Differential - $/bbl
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OPEC Basket - WTI Differential - $/bbl
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Exhibit 15:  Petroleum Storage Inventories And Refinery Utilization 
 

U.S. Gasoline Inventories
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Source: Energy Information Administration (EIA) 

 
 
Other Industry Statistics 
 
Electricity Generation 
 

Exhibit 16:  Total Weekly Electricity Generation 
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Exhibit 17:  Oil - Gas Price Ratio 
 

Oil - Gas Price Ratio: Near Term
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Source:  Bloomberg 
 
 
Drilling Activity Data 
 

Exhibit 18:  U.S. And Canadian Rig Counts 
 

60
110
160
210
260
310
360
410
460
510
560
610
660
710

Ja
n-

05

M
ar

-0
5

M
ay

-0
5

Ju
l-0

5

S
ep

-0
5

N
ov

-0
5

Ja
n-

06

M
ar

-0
6

M
ay

-0
6

Ju
l-0

6

S
ep

-0
6

N
ov

-0
6

Ja
n-

07

M
ar

-0
7

M
ay

-0
7

Ju
l-0

7

S
ep

-0
7

N
ov

-0
7

Ja
n-

08

M
ar

-0
8

M
ay

-0
8

Ju
l-0

8

S
ep

-0
8

N
ov

-0
8

Canadian

1,200

1,300

1,400

1,500

1,600

1,700

1,800

1,900

2,000

2,100

Ja
n-

08

Fe
b-

08

M
ar

-0
8

Ap
r-

08

M
ay

-0
8

Ju
n-

08

Ju
l-0

8

Au
g-

08

Se
p-

08

O
ct

-0
8

N
ov

-0
8

D
ec

-0
8

Ja
n-

09

Land Rigs Offshore

 
 

Source:  Baker Hughes 

  
 
 
 



WACHOVIA CAPITAL MARKETS, LLC 
Exploration & Production EQUITY RESEARCH DEPARTMENT 
 

 

10 
 

Exhibit 19:  Comps 
 

Price Net Debt-to-
Ticker 01/09/09 Mkt Cap ($ MM) EV ($ MM) Cap (%) P/E P/CF EV/EBITDA P/E P/CF EV/EBITDA

Devon Energy Corp DVN 65.56 28,053 31,696 21% 13.7x 4.7x 4.3x 7.7x 3.3x 3.0x
Apache Corp APA 80.62 25,227 27,739 21% 13.6x 5.1x 3.6x 7.5x 4.2x 2.8x
Anadarko Petroleum APC 40.54 17,728 26,935 43% 24.3x 3.8x 4.1x 10.7x 2.8x 3.4x
XTO Energy Inc. XTO 37.60 20,812 31,915 44% 8.8x 3.6x 4.5x 9.2x 3.5x 4.3x
EOG Resources EOG 66.54 15,816 16,827 14% 12.1x 4.4x 3.9x 9.1x 3.5x 3.4x
Chesapeake Energy CHK 16.68 9,681 22,567 47% 6.4x 2.2x 4.2x 4.7x 1.8x 3.5x
Murphy Oil Corp MUR 47.63 8,667 8,297 13% 12.4x 4.5x 3.1x 8.7x 3.7x 2.6x
Noble Energy NBL 50.09 8,096 9,155 18% 10.3x 4.2x 3.6x 8.4x 3.7x 3.5x
Ultra Petroleum UPL 36.19 5,227 5,644 24% 16.5x 7.5x 6.7x 11.7x 5.2x 5.2x

Average: 27% 13.1x 4.5x 4.2x 8.6x 3.5x 3.5x

Southwestern Energy SWN 30.23 9,775 10,095 37% 17.9x 7.0x 6.3x 13.7x 5.4x 4.8x
Pioneer Natural Resources PXD 19.31 2,117 4,932 47% 10.4x 2.3x 3.8x 5.1x 1.7x 3.5x
Newfield Exploration NFX 21.35 2,689 4,590 15% 5.7x 1.9x 2.7x 4.9x 1.7x 2.4x
Range Resources RRC 36.84 5,420 7,067 40% 26.1x 7.1x 7.1x 17.0x 5.2x 5.3x
Denbury Resources DNR 11.58 2,663 3,269 30% 12.8x 5.0x 4.2x 9.6x 4.2x 4.1x
Cabot Oil & Gas COG 26.42 2,638 3,410 23% 14.3x 4.3x 4.8x 14.1x 4.3x 5.2x
Plains Exploration PXP 23.41 2,356 5,888 49% 5.5x 2.1x 3.9x 5.7x 1.7x 3.8x
Quicksilver Resources KWK 8.27 1,302 3,799 39% 9.4x 2.9x 5.7x 6.6x 2.2x 4.8x
Cimarex Energy XEC 27.31 2,163 2,443 9% 8.9x 2.7x 2.4x 4.6x 1.7x 1.8x
Unit Corp. UNT 29.06 1,308 1,466 8% 7.0x 2.5x 2.5x 6.4x 2.2x 2.2x
W&T Offshore Inc. WTI 15.39 1,107 1,075 19% 34.3x 2.1x 1.8x 6.0x 1.5x 1.4x
Forest Oil Corp. FST 18.46 1,623 4,295 42% 8.2x 1.9x 3.9x 5.7x 1.5x 3.3x
St. Mary Land & Exploration SM 20.27 1,194 1,645 37% 13.3x 2.5x 2.7x 8.9x 2.1x 2.2x
Petrohawk Energy HK 17.58 4,163 5,743 44% 39.0x 6.5x 6.6x 21.1x 4.4x 4.5x
Mariner Energy ME 11.02 911 1,810 35% 10.2x 1.3x 2.1x 5.7x 1.0x 1.9x
Bill Barrett Corp. BBG 22.57 969 1,228 20% 10.1x 2.5x 2.9x 10.2x 2.3x 2.7x
Whiting Petroleum WLL 37.89 1,464 2,562 36% 17.2x 3.2x 3.5x 6.4x 2.0x 2.4x
Penn Virginia PVA 27.03 1,069 2,374 42% 14.8x 3.1x 5.7x 9.8x 2.3x 4.5x
Berry Petroleum BRY 8.39 356 1,485 50% 6.2x 1.6x 4.8x 3.3x 1.2x 3.8x
Encore Acquisitions EAC 28.77 1,429 2,768 51% 8.5x 2.8x 4.2x 28.5x 4.3x 5.7x
Delta Petroleum DPTR 5.26 518 1,083 42% - 20.1x 15.5x - 8.2x 10.2x
ATP Oil & Gas ATPG 6.53 222 1,652 70% 4.4x 0.6x 3.6x 1.5x 0.3x 3.0x
Comstock Resources Inc. CRK 44.23 1,934 1,808 41% 33.4x 6.3x 5.0x 15.0x 4.4x 3.4x
Continental Resources CLR 23.21 3,620 3,846 26% - - 8.1x 6.1x 1.7x 7.4x
Venoco Inc VQ 2.86 140 891 73% 1.8x 0.6x 2.6x - - -
Swift Energy Co. SFY 18.46 554 1,061 41% 16.4x 2.1x 3.5x - 7.7x 1.9x
Stone Energy SGY 11.57 455 1,107 -6% 16.5x 0.8x 2.2x - - -
SandRidge Energy, Inc. SD 7.85 1,179 3,150 31% - - - - - -

Average: 35% 14.1x 3.7x 4.5x 9.4x 3.0x 3.8x

Goodrich Petroleum GDP 30.17 1,082 1,110 42% - 6.9x 5.8x 34.9x 4.5x 4.1x
Carrizo Oil & Gas CRZO 19.45 541 994 44% 13.1x 3.5x 4.5x 6.6x 2.2x 3.3x
Parallel Petroleum PLLL 2.54 102 400 45% 8.8x 1.6x 3.6x - - -
Petroleum Development Corp PETD 22.28 327 603 24% 8.8x 1.9x 2.8x 8.6x 1.4x 2.0x
Warren Resources WRES 2.56 143 209 9% 29.7x 3.5x 4.3x 7.3x 2.7x 2.4x
Energy Partners EPL 1.86 53 492 81% - 0.5x - - - -
Gulfport Energy GPOR 4.79 191 282 17% 5.8x 2.5x 3.5x - - -
GMX Resources GMXR 26.24 487 638 36% 13.2x 3.8x 4.7x 6.2x 2.2x 2.5x
Edge Petroleum EPEX 0.28 8 231 36% - 0.3x 4.1x - - -
McMoran Exploration MMR 11.26 751 965 68% 10.9x 1.9x 1.4x 8.8x 1.3x 0.9x
Clayton Williams CWEI 44.87 517 881 72% 6.2x - - - - -
Callon Petroleum CPE 2.85 57 228 50% 13.4x 0.9x 3.0x 0.6x 0.2x 0.8x
Brigham Exploration BEXP 3.65 159 392 36% - 2.9x 4.4x 14.6x 1.9x 3.1x
Toreador Resources TRGL 3.56 75 161 37% 17.8x 4.8x 9.2x - - -
Endeavour International END 0.54 69 394 54% 8.3x 0.9x 2.2x 18.0x 1.1x -
Meridian Resources TMR 0.55 50 139 16% - 0.9x 2.0x - - -
Gasco Energy GSX 0.57 62 136 73% 9.8x 3.6x 5.4x 3.4x 2.3x 3.8x
Approach Resources, Inc. AREX 7.69 159 181 -2% 10.4x 3.3x 3.4x 6.8x 2.5x -
Concho Resources, Inc. CXO 21.85 1,686 2,271 27% 14.5x 4.9x 4.7x 9.1x 3.5x 3.4x
Quest Resources QRCP 0.66 21 584 35% 0.5x 0.2x 3.3x 0.3x 0.1x 1.9x
Arena Resources, Inc. ARD 27.18 987 907 10% 19.6x 7.7x 5.2x 10.4x 4.3x 2.9x

Average: 34% 11.7x 2.9x 3.9x 9.7x 2.2x 2.6x

Consensus 2009E Consensus 2010E

 
 
 
Source:  Wachovia Capital Markets, LLC estimates and Bloomberg. 
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Required Disclosures 
 

 

To view price charts for all companies rated in this document, please go to www.wachoviaresearch.com or write to  
 7 Saint Paul Street, 1st Floor, MD5202, Baltimore, MD  21202  

 ATTN: Research Publications  
 

Additional Information Available Upon Request 

 

I certify that: 
1) All views expressed in this research report accurately reflect my personal views about any and all of the subject securities or issuers discussed; 
and  
2) No part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by me in this 
research report. 
 
 Wachovia Capital Markets, LLC  maintains a market in the common stock of Approach Resources, Inc., Carrizo Oil & Gas, Inc., Delta 

Petroleum Corp., Petroleum Development Corp., Warren Resources, Inc. 
 Wachovia Capital Markets, LLC or its affiliates managed or comanaged a public offering of securities for Chesapeake Energy Corporation, 

Forest Oil Corporation, Newfield Exploration Company, Petroleum Development Corp., Quicksilver Resources Inc., Range Resources Corp., 
Whiting USA Trust I, XTO Energy, Inc. within the past 12 months. 

 Wachovia Capital Markets, LLC or its affiliates intends to seek or expects to receive compensation for investment banking services in the next 
three months from Anadarko Petroleum Corporation, Berry Petroleum Company, Chesapeake Energy Corporation, Devon Energy 
Corporation, EOG Resources, Inc., Newfield Exploration Company, Petroleum Development Corp., Pioneer Natural Resources Company, 
Range Resources Corp., St. Mary Land & Exploration Co., Whiting Petroleum Corporation, Whiting USA Trust I. 

 Wachovia Capital Markets, LLC or its affiliates received compensation for investment banking services from Anadarko Petroleum 
Corporation, Approach Resources, Inc., Chesapeake Energy Corporation, EOG Resources, Inc., Forest Oil Corporation, Newfield Exploration 
Company, Petroleum Development Corp., Pioneer Natural Resources Company, Quicksilver Resources Inc., Range Resources Corp., Whiting 
Petroleum Corporation, Whiting USA Trust I, XTO Energy, Inc. in the past 12 months. 

 Wachovia Capital Markets, LLC and/or its affiliates, have beneficial ownership of 1% or more of any class of the common stock of St. Mary 
Land & Exploration Co. 

 Anadarko Petroleum Corporation, Approach Resources, Inc., Chesapeake Energy Corporation, EOG Resources, Inc., Petroleum Development 
Corp., Pioneer Natural Resources Company, Range Resources Corp., Whiting Petroleum Corporation, Whiting USA Trust I, XTO Energy, 
Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was, a client of Wachovia Capital 
Markets, LLC.  Wachovia Capital Markets, LLC provided investment banking services to Anadarko Petroleum Corporation, Approach 
Resources, Inc., Chesapeake Energy Corporation, EOG Resources, Inc., Petroleum Development Corp., Pioneer Natural Resources Company, 
Range Resources Corp., Whiting Petroleum Corporation, Whiting USA Trust I, XTO Energy, Inc. 

 Approach Resources, Inc. currently is, or during the 12-month period preceding the date of distribution of the research report was, a client of 
Wachovia Capital Markets, LLC. Wachovia Capital Markets, LLC provided noninvestment banking securities-related services to Approach 
Resources, Inc. 

 Wachovia Capital Markets, LLC received compensation for products or services other than investment banking services from Approach 
Resources, Inc. in the past 12 months. 

 
Wachovia Capital Markets, LLC does not compensate its research analysts based on specific investment banking transactions. WCM’s research 
analysts receive compensation that is based upon and impacted by the overall profitability and revenue of the firm, which includes, but is not 
limited to investment banking revenue. 
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STOCK RATING 

1 = Outperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the next 12 
months. BUY 

2 = Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market over the next 
12 months. HOLD 

3 = Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12 months.  
SELL 

SECTOR RATING 

O = Overweight:  Industry expected to outperform the relevant broad market benchmark over the next 12 months. 

M = Market Weight:  Industry expected to perform in-line with the relevant broad market benchmark over the next 12 months. 

U = Underweight:  Industry expected to underperform the relevant broad market benchmark over the next 12 months. 

VOLATILITY RATING 

V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the analyst expects 
significant volatility. All IPO stocks are automatically rated volatile within the first 24 months of trading. 

 
As of: January 12, 2009  

41% of companies covered by Wachovia Capital Markets, LLC 
Equity Research are rated Outperform. 

Wachovia Capital Markets, LLC has provided investment banking services 
for 38% of its Equity Research Outperform-rated companies. 

56% of companies covered by Wachovia Capital Markets, LLC 
Equity Research are rated Market Perform. 

Wachovia Capital Markets, LLC has provided investment banking services 
for 27% of its Equity Research Market Perform-rated companies. 

4% of companies covered by Wachovia Capital Markets, LLC 
Equity Research are rated Underperform. 

Wachovia Capital Markets, LLC has provided investment banking services 
for 36% of its Equity Research Underperform-rated companies. 

  

Important Disclosure for International Clients 
  

The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain 
categories of investors.  For certain non-U.S. institutional reader (including readers in the EEA), this report is distributed by 
Wachovia Securities International Limited (“WSIL”).  For the purposes of Section 21 of the UK Financial Services and Markets 
Act 2000 (“the Act”), the content of this report has been approved by WSIL a regulated person under the Act.  WSIL does not deal 
with retail clients as defined in the Markets in Financial Instruments Directive 2007, therefore clients will automatically be deemed 
to be a professional or an eligible counterparty.  This research is not intended for, and should not be relied upon, by retail clients. 
 

Important Information for Australian Recipients 
Wachovia Capital Markets, LLC (“WCM”) is exempt from the requirements to hold an Australian financial services license in 
respect of the financial services it provides to wholesale clients in Australia.  WCM is a registered broker-dealer registered with the 
U.S. Securities and Exchange Commission, and a member of the New York Stock Exchange, the Financial Industry Regulatory 
Authority, and the Securities Investor Protection Corp.  WCM is regulated under U.S. laws which differ from Australian laws.  
Any offer or documentation provided to you by WCM in the course of providing the financial services will be prepared in 
accordance with the laws of the United States and not Australian laws. 
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Important Information for Recipients in the Hong Kong Special Administrative Region of 
the People's Republic of China ("Hong Kong") 

For recipients resident in Hong Kong, this research is issued and distributed in Hong Kong by Wachovia Securities Asia Limited. 
Wachovia Securities Asia Limited is a Hong Kong incorporated investment firm licensed and regulated by the Securities and 
Futures Commission to carry on types 1, 4, 6 and 9 regulated activities (as defined in the Securities and Futures Ordinance [the 
"SFO"]). This research is not intended for, and should not be relied on by, any person other than professional investors (as defined 
in the SFO). The securities and related financial instruments described herein are not intended for sale nor will be sold to any 
person other than professional investors (as defined in the SFO). Any sale of any securities or related financial instruments 
described herein will be made in Hong Kong by Wachovia Securities Asia Limited. Please consult your Wachovia Securities Asia 
Limited sales representative or the Wachovia Securities Asia Limited office in your area for additional information. 

Important Information for Japanese Recipients 
This material is distributed in Japan by Wachovia Securities (Japan) Co., Ltd., a foreign securities company registered with the 
Financial Services Agency in Japan. 

Additional Disclosures 
WCM is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the New York Stock 
Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp. Wachovia Securities 
International Limited is a U.K. incorporated investment firm authorized and regulated by the Financial Services Authority. 

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the securities or instruments 
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that 
provided this report to them, if they desire further information. The information in this report has been obtained or derived from 
sources believed by Wachovia Capital Markets, LLC, to be reliable, but Wachovia Capital Markets, LLC, does not represent that 
this information is accurate or complete. Any opinions or estimates contained in this report represent the judgment of Wachovia 
Capital Markets, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services 
Authority's rules, this report constitutes impartial investment research. Each of Wachovia Capital Markets, LLC, and Wachovia 
Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2009 Wachovia Capital 
Markets, LLC. 
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