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	SUMMARY
· QUICK COMMENTARY; ELABORATION PLANNED IN A LATER NOTE
· Late last night the Federal Energy Regulatory Commission ("FERC") acted to impose "temporary" wholesale power price caps in the western United States.
· The cap affects the "real-time" market, which we estimate is only 5% of the total wholesale market; it is set to expire in one year from May 1
· This is a near-term negative for Power Producers and Energy Merchants, a dramatic example of "headline risk". The political risk of re-regulation has stepped up, in our view, reducing the multiple investors will pay for earnings
· In terms of earnings, ironically, the effect may be somewhat positive, albeit small (only 5% of market is affected). Caps are likely to increase volatility, benefitting Energy Merchants, and sustain high power prices for a longer period of time, benefitting Power Producers, by reducing the incentive to build new plants.
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Companies affected by the FERC action
	ENERGY MERCHANTS
	Ticker
	Price Target
	EPS Est. 2001
	EPS Est. 2002
	P/E 2002
	L/T Growth
	2002 PEG

	Enron#
	ENE-$62
	$100
	$1.80
	$2.05
	30.2x
	20%
	1.5x

	El Paso
	EPG-$69
	$85
	$3.20
	$3.70
	18.7
	15%
	1.2

	Dynegy#
	DYN-$56
	$70
	$2.00
	$2.40
	23.5
	20%
	1.2

	Williams#
	WMB-$54
	$54
	$2.00
	$2.40
	16.6
	19%
	0.9

	Duke Energy#
	DUK-$46
	$60
	$2.70
	$3.10
	14.8
	17%
	0.9

	
	
	
	
	
	
	
	

	POWER PRODUCERS
	
	
	
	
	
	
	

	AES Corp.#
	AES-$48
	$75
	$1.90
	$2.30
	20.9x
	30%
	0.7x

	Mirant
	MIR-$34
	$37
	$1.50
	$1.70
	20.1
	25%
	0.8

	Calpine#
	CPN-$55
	$60
	$1.90
	$2.40
	22.9
	35%
	0.7

	NRG Energy
	NRG-$34
	$40
	$1.37
	$1.70
	19.8
	25%
	0.8



#  Within the past three years, Salomon Smith Barney, including its parent, subsidiaries and/or affiliates, have acted as manager or co-manager of a public offering of this company.
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