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Questions & Answers: $100 Per Barrel Oil
As we went to press, crude oil prices were approximately $100 per barrel. This 
quarter our Questions and Answers segment discusses the causes and effects of 
$100+ per barrel oil.

 Why are crude oil prices over $100 per barrel?
 Every day we receive an energy market analysis from one of our suppliers. This 

quote from their market commentary on March 24, 2011, sums up the situation: “It 
is getting monotonous but the same essentials apply—current pricing owes more to 
geopolitical rather than fundamental issues, and from that perspective a correction 
is overdue.” Specifically, the issues that our supplier was speaking of are the political 
unrest in the Mideast, combined with fallout from the Japanese earthquake and 
tsunami. From a purely supply and demand perspective, there is no reason for crude 
oil prices to be at $100 per barrel.

 Why aren’t prices being determined by supply and demand?
 As we have written about many times, before 1982, prices were determined solely by the laws of supply and demand. In 1982, crude 

oil and other energy products began to be traded on futures exchanges such as the New York Mercantile Exchange. These exchanges trade 
petroleum products in 42,000 gallon (1,000 barrel) increments. These contracts represent 
hypothetical delivery of the physical commodity at a future date.

The problem with trading futures is that 99% of the contracts are cancelled without ever 
taking delivery. A segment that ran on the CBS show “60 Minutes” indicated that the number 
of gallons traded on the futures exchanges is 17 times the number of gallons actually used.

Even though futures contracts represent the price at some future date, as time has gone by 
these contracts have become the sole method of determining the current price you pay at the 
pump or when you receive an oil delivery. A high percentage of the futures contracts that are 
bought and sold are traded by speculators. These speculators are only interested in making a 

Tell Us What You Think!
For more than 15 years, Hart & Iliff has offered two different 

price protection programs and an even payment plan to help 
control winter heating costs. 

However, this year, with near record high prices, we are asking 
ourselves these questions:

1) Does it make sense to offer price protection programs?
2) If we do offer them, does it make sense for you to participate?

In order to offer price protection programs, we use a variety of 
contracts and options sold on the New York Mercantile Exchange 
and other energy future exchanges. There is a significant cost 
involved in procuring the gallons needed to offer these programs. 
As speculators and investors have increasingly entered the energy 
futures markets, the volatility of energy prices has increased and so 
have the option premiums.

When we first started offering price protection programs, we 
could purchase a put option (to protect prices on the downside) or 

a call option (to protect prices on the upside) for about 4 to 5 cents 
per gallon. In recent years, these option premiums have ranged 
anywhere from 35 to 40 cents per gallon, making the cost of a put or 
call option about $400 per 1,000 gallons.

As we went to press, the price of crude oil was approximately 
$100 per barrel. Except for a short period in 2008, this is the highest 
price crude oil has ever traded at. Most experts believe that at least 
$20 of the barrel price relates to the situation in the Middle East and 
to other uncertain world events.

With prices at these inordinately high levels, does it make any 
sense to spend 40 cents per gallon, which is then included in the 
offered price, to protect against the risk that prices will go even 
higher? We are interested in your feedback as to whether you would 
be inclined to participate in a Price Protection Program for the 
2011/2012 heating season. Please call 973-383-1421 or email us at 
info@hartandiliff.com with your thoughts.

continued on page 4
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Cooling Doesn’t Have To Be Expensive
The summer months are usually hot, and keeping your house cool and 

comfortable can take a bite out of your budget. You can conserve on cash, keep cool 
and help the environment with these cost-conscious tips:

• Don’t be a wimp. Commit to using your air conditioning only when you 
really need it. Get a thermostat you can program to turn on at a certain 
preset temperature, and try to keep it at 80˚F or above when you’re home 
during the day. Set it to a higher temperature at night and when you’re away.

• Check your fan. A ceiling fan can cool a room, but only if it’s blowing air 
downward so hot air moves away from you. If you’re not sure, stand beneath 

the fan and look up: If the fan blades are 
rotating counterclockwise, it’s pushing 
air down.
• Don’t cool everywhere. You may not 
need to keep the entire house cool if you 
use only a few rooms. Close the registers, 
but be careful not to block too much air, 
or you may cause a leak in the ducts. 
• Limit use of appliances. Try to avoid 
cooking indoors, at least during the 
daytime. Your oven and stove will 
be battling your air conditioning. 
Use your grill or microwave to cook 
meals. Open up your dishwasher to let 
dishes air-dry instead of using heat. 
Run your clothes dryer at night when 
temperatures are cooler.
• Close your curtains. Keep shades 
drawn and curtains closed, especially 

covering windows that face west or south. This will prevent the sun from 
adding more heat to your house.

• Maintain an even temperature. Don’t turn your air conditioning completely 
off during the day even if you won’t be home. Set it to a reasonable level on 
days expected to be 85˚F or higher to avoid overworking it in a hot house 
when you come home and turn the system back on.

Stop Quashing Your Success
The road to success may have many obstacles. You don’t need to add to them. 

Avoid these common methods of self-sabotage at work—and in life:
• Negative outlook. Anticipating obstacles can be helpful, but obsessing 

about everything that could go wrong isn’t. Just look past the problems and 
visualize positive results. Map out the steps you need to take to reach your 
objectives.

• Bad habits. Take a close look at how you spend your time. Do you 
procrastinate? Are you frequently late? Do you rush through projects and 
produce sloppy work? Eliminate these bad practices by identifying how you’re 
undermining your efforts and then committing yourself to improvement—
without excuses.

• Lack of belief in yourself. Nobody’s perfect, but do you dwell on your flaws 
too much? You may believe you need an advanced degree, or a higher IQ, 
or washboard abs, to be worthy of success. Change what you can (everyone 
can get more education), but give yourself a break in other areas so you don’t 
squelch your self-confidence.

Trivia Time
1) What color is the bull’s-eye on a 

competitive archery target?
a) white
b) red
c) black
d) yellow

2) Which U.S. Army general is the 
longtime nemesis of comic book 
character The Incredible Hulk?

a) “Cyclone” Young
b) “Thunderbolt” Ross
c) “Crash” Craddock
d) “Gunner” Hamilton

3) Life Savers’ current “5-flavor” roll 
includes cherry, orange, and all of 
the following except:

a) watermelon
b) raspberry
c) lemon
d) pineapple

4) What nation was once referred to 
as “the jewel in the crown of the 
British Empire”?

a) Canada
b) Burma
c) India
d) Australia

5) “Sweet Georgia Brown” is the 
catchy theme song for which of the 
following:

a) Monday Night Football
b) Looney Tunes cartoons
c) The Harlem Globetrotters
d) The Little Rascals short films

Answers: 1) d 2) b (The general’s real first name is 
Thaddeus.) 3) c (This blend was adopted in 2003, replacing 
the original 5-flavor mix from 1935.) 4) c 5) c
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SPEED BUMP               Dave Coverly

Markup Mania
Ever wonder what kind of profits 

there are in certain products? Here are 
a few helpful 
calculations to 
know before 
you spend:
• Bottled 
water: 4,000% 
markup
• Text 
messages: 
6,000% 
markup. A 
typical text 
message costs 
you 20¢ and 
the phone 
company 0.3¢ 

to transmit, according to the Chicago 
Tribune. If the phone company 
applied text-message rates to a short 
phone call, you’d pay $120 for the 
call.

• Movie theater popcorn: 1,275% 
markup

• Brand-name drugs: 200%-3,000% 
markup

• Hotel minibar: 400% markup
• Coffee on the go: 300% markup. A 

$3 cup made by a barista costs 25¢ at 
home.

• Wine at a restaurant: 300% markup
• Greeting cards: 200% markup
• In-room hotel movies: 200% markup
• Precut produce: 40% markup

—from Readers Digest

Ladder Safety
On a ladder, one wrong step can be dangerous—even fatal. Whether you’re 

trying to change a light bulb or reach a third-story window, remember this 
advice for getting back to solid ground safely:

• Always inspect your ladder first. Look for cracks, breaks and any other 
damage that might make it unsafe.

• Use the right type of ladder. Don’t lean a stepladder against a wall in a 
closed or semi-closed position. Remember that aluminum ladders can 
conduct electricity if you’re working near power lines. Know how much 
weight your ladder is designed to hold, and don’t exceed the limit.

• Position the ladder correctly. Place it on a flat, stable, dry surface so it 
won’t slip or tip. Make sure 
all its locks are in place before 
climbing.

• Face the ladder at all times. 
Whether ascending or 
descending, face front and hold 
on.

• Use the three-point rule. 
Always keep three points of 
contact with the ladder—
preferably two feet and one 
hand.

• Stay centered. Don’t lean over 
in any direction. Keep your hips 
within the vertical rails. Use 
the “belt buckle” rule—if your 
buckle moves beyond any rail, 
you’re reaching too far.

• Don’t stand on the top step. The 
highest safe rung on a stepladder 
is two steps below the top.

• Calculate the right angle. 
When using an extension ladder 
that leans against a wall, use the 
4:1 rule: For every four feet of height between the ground and the ladder’s 
highest point of contact, position the ladder one foot away from the wall.

Happiness Is A Tall Order
The taller you are, the happier you are. According to the Gallup-Healthways 

Well-Being Index study, taller people tend to feel more satisfied with their lives 
than shorter people, and are less likely to report feeling such negative emotions 
as anger, sadness, stress and worry.

In the study, people gave their height and were then asked to evaluate their 
lives on a 1-10 scale, with 1 at the bottom and 10 at the top, representing the 
best life imaginable. Men with a height above the average of 5-feet 10-inches 
saw themselves as almost one-seventh of a step higher than males with below-
average stature. The same trend was true among women, but to a lesser degree.

But wait: Taller people may be happier because they tend to have higher 
incomes, better education and higher-level jobs. Gallup noted that once the 
findings were controlled for income or education, height in itself had little or no 
relationship to overall happiness.



We’re doing our part. This newsletter is printed on environmentally-friendly paper—50% recycled, using 25% post-consumer waste, and is composed of a mixture of fibers from certified forests, 
post-consumer recycling processes and fibers from other controlled sources.

The federal tax credit for window and boiler upgrades expired on December 31, 
2010. However, the residential energy efficient tax credit contained in Internal 
Revenue Code Section 25D is still available through December 31, 2016. Section 

25D offers a 30% federal tax credit for the installation of a number of residential energy 
efficiency upgrades including:

• Solar Photovoltaic Systems
• Solar Hot Water Heating Systems
• Wind Energy Systems
A tax credit is much more valuable than a deduction because it represents a dollar 

for dollar reduction in your taxes. For example, if you are in a 25% tax bracket, a $1,000 
deduction will save you $250 in tax, but a $1,000 credit will save you $1,000 in tax. The 30% 
tax credit applies to the entire cost of the job with no limitation. There is also no income 
limitation at which you begin to lose the benefit of the credit. In other words, regardless of 
your income, you are entitled to take the full amount of the credit.

Hart & Iliff installs solar hot water heating systems, which qualify for the section 25D 
credit. If you would like more information, give us a call at 973-383- 1421.
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30% Residential Energy Tax Credit 
Still Available
Solar Thermal Hot Water Heating Systems like these installed by  
Hart & Iliff qualify for a 30% Federal Tax Credit

profit, and it is indeed unfortunate that they 
single-handedly impact the prices all of us 
pay for petroleum products on a daily basis. 
In today’s market, it is often the case that 
supply and demand has little to do with the 
price of energy products at any point in time.

 Has crude oil ever traded at $100 per barrel 
before?

 In July 2008, crude oil briefly traded at a 
high of $145 per barrel and then dropped all 
the way down to $40 per barrel in December 
2008.

 Is anything being done to limit the impact 
of speculators and cause energy prices to be 
determined by the actual levels of supply 
and demand once again?

 Congress recently passed legislation 
authorizing the Commodities Futures 
Trading Commission (CFTC) to write 
regulations preventing excessive speculation. 
While draft regulations are written, the 
CFTC is wavering in implementing these 
regulations. The commissioners who vote 
on the proposed rules are under tremendous 
pressure from the financial services industry 
to adopt weak, ineffective regulations. Please 
visit stopoilspeculationnow.com to get the 
latest information and see how you can help 
lower energy prices.

Q&A…
continued from page 1


