








































































































































































































































































































































































































































































MTS Hedging Strategy 

McDonald Partners 
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WACOG monthly prices are highly correlated with monthly prices at the SoCal border.  Gas 
purchasers with large loads, such as SDG&E, typically buy gas on a monthly basis.  As we 
would expect, WACOG prices are more highly correlated to the first of month index than to the 
monthly average of daily index prices.  There are several publications that publish a price index 
which represents the mean price of all of the reported transactions for the following month that 
take place during the last week of trading prior to the delivery month.  This index, which is 
referred to as the SoCal Border First of Month Index (“SoCal FOM Index”), is widely used to 
hedge gas prices at the Southern California border. 
 
Although the average annual difference between WACOG and the SoCal FOM Index is 
relatively small, there can be discrepancies of as much as $ 0.99/MMBtu in any given month.  
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